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WBDMBBPAY,  FBBBVABT  18,  1870 

VS.  Senate, 

OOMMTTTHB  ON  AjQKICUI'TUBB  AND  FoRESTUT, 

Washington,  D.C. 
Hie  c(Hnmittee  met,  pursuant  to  notice,  at  10:10  aja.,  in  nxKn  324, 
Old  Senate  Office  Building,  H<hi.  Alien  J.  Ellender  (cfaainnatt) 
twemdiog. 

Present:  Senators  Ellender,  Holland,  Jordan  of  North  Carolina. 
UcGorem,  Aiken,  Young  of  North  Dakota,  ^filler,  Cuitis,  l3o1e,  and 
Bellmon. 
The  Chaikuan.  The  cunmittoe  will  cwne  to  order. 
We  might  as  well  start. 

About  3  weeks  ago,  the  ctHnmittee  authorized  me  to  fix  a  date  cer- 
tun  to  hold  hearings  on  a  new  farm  bill,  and  it  is  our  purpose  to 
stody  all  of  the  bills  that  have  been  introduced  in  the  House  as  well 
u  the  Senate.  But  we  are  going  to  use  as  a  starter  the  present  law 
to  see  whether  or  not  we  want  to  add  or  subtract  from  it 

The  present  law  has  been  on  the  statute  books  now  since  19S5,  and 
I  have  no  doubt  but  that  because  of  our  expeiience  in  the  last  5  years 
we  have  gathered,  I  mean  we  have  had  quite  a  lot  of  experience,  and 
I  am  sure  that  we  might  be  ^le  to  improve  tiie  situation. 

Now,  with  the  assistance  of  I>r.  Wilcox,  from  the  Librarr  of  C<xi- 
gTess,  I  have  a  prepared  diort  statement  here  whidi  I  will  ask  be 
^aced  in  the  record!!  It  simply  points  up  the  necessity  of  legislation 
Utis  year.  And  then  it  goes  into  facts  of  what  has  happens  in  the 
'•at  10  or  15  years  in  regard  to  prices  paid  the  farmer  in  c<Hnparis(Hi 
^what  the  consumer  pays  and  then  what  the  charges  are  in  between. 
M^y  are  very  interesting  figures,  and  I  hope  to  place  this  statement 
^  uie  Becord—CongressicMial  Itecord — some  time  today  or  maybe 
^<Miicvrow,  and  it  will  be  placed  in  the  record  at  this  point. 
Cnie  statement  of  the  chairman  follows) : 

"Biree  weeks  ago  I  addreaeefl  the  Senate  on  tbe  Importance  of  fann  programB 
^  tile  ectxionty.  At  tliat  time  I  said,  "I  am  fearful  of  wbat  would  hamwn  to  oar 
Economy  if  thla  Ccmgresa  were  to  adjonm  without  reenactlng  tbe  present  fann 
Ptotram  or  putting  anoCher  etfectire  measure  on  the  statute  boobs.  Legislative 
acHon  this  year  is  very,  very  important.  No  matter  how  much  gold  one  owns, 
i)rdlam<xide,  or  what  have  yon,  the  most  Important  thing  needed  to  maintain  our 
'xtlonal  weattb  and  power  Is  au  abundance  of  food  atad  fiber." 

Before  bearlug  the  first  witness  today  I  would  like  to  sey  a  Uttle  more  about 
tile  relation  between  farm  prices,  farm  income  and  retail  food  prices — and  about 
tbe  current  farm  program's  great  contribution  to  Improved  farm  Income  and 
reasonable  food  prices. 

We  are  hearing  a  great  deal  about  rising  food  prices.  They  were  5.2  percent 
higher  In  1969  than  In  1908.  Farm  prices  in  1969  also  were  higher  than  at  any 
time  itnce  1962.  Tbey  were  5.6  percent  higher  than  in  1968. 
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Bnt  1989  wad  one  of  only  S  times  in  tbe  past  17  years  wb«]  farm  prices  In- 
creased more  than  retail  food  prlcee  as  compared  with  tbe  preTloua  rear.  Tbe 
other  two  times  were  In  1958  and  1966. 

Retail  food  prices,  on  the  other  hand,  except  for  1959,  have  increased  eadi 
year  since  1965.  Retail  food  prices  are  34  percent  higher  today  than  in  1955  yet 
farm  prices  are  up  only  18  percent 

In  the  early  post  war  years,  1847-49,  tbe  annual  farm  value  at  tl>e  food 
bonght  by  civilians  was  $18.9  billion.  The  annnal  marketinK  charges  for  these 
farm  foods  whs  $24.5  billion.  I^st  year  the  fann  value  of  ell  foods  bought  by 
civilians  was  up  to  $32.2  billion,  but  tbe  marketinK  charges  were  a  whcvploB 
$63.7  billiMi. 

The  farm  value  ot  an  identical  market  basket  of  farm  foods  increased  from 
$441  In  1947-49  to  $477  In  1969.  The  cost  of  processing  these  products  and  getting 
them  on  the  retail  food  counters  increased  from  $449  to  $696. 

'nie  prices  of  the  food  products  at  the  farm  gate  increased  8  percent  lite 
processing  and  marketing  charges  Increased  55  percent 

Many  sht^ipers  In  sapermarketn  today  were  not  shopping  in  1947-49.  If  tbey 
had  been,  however,  they  could  have  purchased  the  eame  pound  loaf  of  bread  ttyr 
13.5  cents  which  costs  23  today.  And  fanners  who  were  selling  wheat  in  1947-49 
tvill  ranemher  that  they  received  $2.05  a  bushel  then  as  compared  with  $1.30 
now  not  including  the  direct  payment 

In  order  that  all  of  us  can  refreA  our  memory  as  to  how  retail  and  farm 
prices  for  particular  products  have  changed  In  tike  past  21  years  I  a^ed  the 
Economic  Researdh  Service  to  compile  this  information  for  us. 

Farm  prices  after  sagging  as  much  as  10  to  15  percent  below  1947-'49  levels 
from  1953  to  the  early  1960's  Snally  regained  the  1947-49  levels  In  1960.  It  is  a 
surprising  hict  to  many  people  that  farm  prices  In  1969  were  only  2  perc«it 
higher  than  in  1947-49  yet  retail  food  prices  were  60  percent  higher.  I  find  this 
frustrating  and  I  am  aare  my  farmer  friends  are  even  more  frustrated  at  the 
failure  of  farm  prices  to  rise  at  a  rate  comparable  to  the  price  Increases  they  have 
had  to  pay  for  Uielr  purchased  farm  supplies. 

Whereas  farm  prices  in  1969  were  only  2  percent  higher  than  21  years  earlier 
the  prices  of  goods  purchased  by  farmers,  Interest,  taxes  and  farm  wage  ratea 
Increased  by  50  percent.  It  Is  no  wonder  that  farm  numbers  have  been  declining 
rapidly  and  the  central  cities  are  ever  more  crowded  by  displaced  farm  peofile 
looking  for  an  opportunity  to  make  a  better  living. 

I  want  to  repeat  a  statement  I  have  made  many  times  before.  American 
farmers  are  amaElngly  efficient  In  tbe  past  20  years  they  have  Increased  agri- 
cultural productivity  mnch  faster  than  efficiency  has  Improved  in  non-farm 
industries.  They  now  have  tbe  capacity  to  produce  about  10  percent  more  prodocts 
than  can  be  marketed  at  home  and  abroad  at  stable  prices. 

Tli^  l^oduce  such  an  abundance  of  liigh  quality  foods,  priced  so  moderately, 
that  only  6  percent  of  American  consamers  after  tax  Income  goes  to  fanners  for 
the  domestically  produced  food  they  eat.  Largely  because  of  the  great  effldenc? 
of  farmers,  Americon  consumers  spend  a  smaller  proportion  of  their  Incomes  for 
food  than  conHumers  in  any  other  country  In  the  world,  only  16.5  percent  last  year. 
But  Imported  foods  and  the  marketing  and  processing  charges  for  farm  produced 
foods  take  11.6  of  the  16.5  percent,  with  only  5  percent  going  to  farmers.  This  Is 
indeed  a  fantastically  small  percentage  of  consumers  Income  going  to  farmers. 
When  one  adds  the  annual  cost  of  the  farm  program  to  farm  value  of  the  food 
the  total  equals  only  6  percent  of  American  consumers  after  tax  Income, 

These  are  some  of  the  basic  facts  uppermost  In  my  mind  as  I  open  hearings 
on  a  new  farm  bill 

FABH   PSOORAU    STABILISES    BUIVLIBS   AKO  PRICES 

There  is  another  line  of  thought  which  should  be  developed  at  the  opening 
of  these  hearings.  It  is  that  the  voluntary  programs  authorised  under  the  Pood 
and  Agriculture  Act  of  1965  have  made  a  great  contribution  In  stabilising  sm>- 
piles  and  prices  for  American  consumers  as  well  as  la  protecting  farmers'  in- 
comes. In  fact  they  may  have  done  a  better  Job  for  consumers  than  for  farmers. 

As  compared  with  earlier  farm  legislation  market  price  support  loan  levels 
have  been  lowered,  permitting  consumers  to  obtain  livestock  products  at  sub- 
stantially lower  prices  than  If  the  higher  loan  levels  and  mandatory  marketing 
oootos  bad  been  is  effect 
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Farmen  maAeted  $47  bllUon  at  farm  products  fn  1960  and  rec^Ted  $S.? 
bUlioD  Id  farm  prograni  payments.  To  bave  obtained  the  same  level  at  locome 
with  mandator;  marketing  quota  programs,  prodnction  wonld  bave  be«i  re- 
stricted eren  further.  Market  prices  some  7  to  9  percent  higher  would  ba»e 
be»)  reqnired  to  provide  as  mnch  Income  as  the  $3.7  billion  In  farm  program 
poTmenbB  received  by  farmers  in  1069 

Seven  to  9  percent  higher  farm  prices  would  Boon  be  translated  Into  3  to  S 


I»lce  levels,  govermnent  program  payments  to  feed  grain  producers  equal  22 
percent  of  the  valne  of  feed  grains  {vodaced. 

We  are  Indeed  fortunate  to  have  amide  stocks  In  storage  and  reserve  pro- 
ductive capacity  In  agriculture.  In  recent  years  we  have  carried  over  45  to  60 
miUlon  tons  of  feed  grains,  a  third  or  more  of  a  crop  of  wheat,  aud  a  substan- 
tial qttaatlty  of  soybeans,  and  rice.  In  addition  we  have  distributed  $1  to  $2 
Milton  of  food  end  fibers  to  people  at  bome  and  abroad  who  could  not  afford 
to  pay  full  market  prices  for  all  their  needs.  And  we  have  held  some  00  to  60 
uiUlon  acres  of  i^'odnctlve  cropland  in  reserve  ready  to  be  used  If  and  when 
needed. 

It  ia  my  hcq>e  that  following  these  bearings,  It  will  be  possible  to  develtw  leg- 
islation which  Improves  on  this  Act  which  exidres  with  tbe  1970  cn^  year.  I 
iMqte  we  can  provide  improvement  In  terms  of  higher  Incomes  for  farmers,  lower 
costs  to  tbe  Government  and  continued  assurance  of  abnndant  supplies  of  high 
quality  foods  to  ctmsuniers  at  reasonable  prices. 

TABU  l.-RCTAIL  AND  FARM  PRICES  FOR  SELECTED  PRODUCTS  194I-4S  AND  19a 


The  Chairman.  Now,  all  of  tbe  bills  that  are  before  ub  will  be 
placed  in  the  record  at  this  point,  unless  there  is  objection,  so  that 
the  committee  will  have  an  idea  of  what  we  are  deaJing  with. 

(S.  2524,  S.  3068  and  draft  hill,  and  staff  explanations  are  as 
follows :) 
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S.2524 


IN  THE  SENATE  OF  THE  UNITED  STATES 

Jdlt  1,1D69 
Mr.  DniKaEN  (for  Uiuiiielf,  Sir.  Ukkxktf,  Mi'.  ItoacB,  Mr.  It«anKE.  Hr.  C.uiB, 
Mr.  Contw.  Mr.  IJuurxK  k.  Mr.  F.i.nsin,  Ur.  Gbutin,  Mr.  Hakkkh.  Mr. 
JuHUH  nt  Iclnhu,  Sir.  Matiiiao,  Mr.  Miu.u.  Mr.  Mviphy,  Mr.  I'lRt'r,  Mr. 
RiBicuvF,  Mr.  .Sailbk.  Mr.  Sinr.  mid  Mr.  Wiuj.tHe  of  Dcl«wHr«)  intro- 
duced the  foDowintr  bill;  wliii-li  mis  riiul  twkv  nnd  rpfnrMl  tn  rlie  Com- 
mitter nn  Agririilture  slid  PureHt  ly 


A  BILL 

Tu   adjuitt   ngriciUtiiral   production,    to   provide   a   tnuratioiifil 
program  for  farmers,  and  for  otlier  piiriHiKes. 

1  Be  it  enacted  by  ike  Senate  and  Ilovse  of  liepresenla- 

2  ft'i'ca  of  Ike  United  States  of  America  in  Congress  assembled, 

3  TliiU  tliis  Act  iiiny  W  cited  as  tlu'  ".\jiriiiiltimii  Adjnstiiipiit 

4  A<tori9C9". 

5  DECLAPATION   OK   POLICY  \ 

6  Sbo.  2.  It  is  hercUy  declined  to  be  the  policy  of  the 

7  CongreiM  and  the  purpose  of  this  Art  to  incrense  per  family 

8  fnrm  net  income;  l)ring  the  supplies  of  cotton,  when*,  feed 
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1  gnuDs,  and  soybeans  into  line  with  current  demand;  and 

2  decrease  the  public  costs  of  inaJntaitiing  farm   programs. 

3  To  effectuate  this  policy,  programs  are  herein  estabhsbed  to 

4  ftgsist  farmers  in   (1)   obtaining  a  commodity  price  in  the 

5  marketplace  higher  than  levels  at  which  comioodity  loans 

6  are  made  available  by  the  Conmiodity  Credit  Corporation 

7  and  fair  in  relation  to  prices  farmers  have  to  pay;  (2)  cany- 

8  ing  oiit  a  vohmtary  prt^niui  of  xoil,  water,  forcM,  and  wild- 

9  life  conservation;  and  (U)  achieving,  with  minimum  diffi- 

10  culty,  the  trausntion  and  adjustment  where  necessary  to  more 

11  gtunful  employment. 

12  TITLE    I-EXTENDINO    iND    MODIFYING    TUE 

13  FOOD  AND  AGMCULTUltE  ACT  OP  1965,  TRO- 
1*  VIDING  rMCE  SUrrORT  FOR  SOYBEANS 

^  Sec.  101.  Titles  in,  IV,  and  V  of  the  Food  and  Agri- 

^^  oultare  Act  of  1965  (79  Stat.  1187)  are  amended  by  strik- 

IT  ing  out  "through  1970"  wlierever  it  appears  in  such  titles  and 

^^  inserting  in  lien  thereof  "through  1971". 

^^  Sec.  102.  Notwithstanding  any  other  provision  of  htw — 

^  (a)  That  portion  of  price  support  which  is  made  avail- 

^^  able  through  loans  for  the  1971  through  1974  crops  of  cot- 

^  ton,  wheat,  corn,  oats,  rye,  barley,  and  gimn  sorghum  under 

"  programs  enacted  or  extended  by  the  Food  and  Agriculture 

^  Act  of  1965  shall  not  exceed  a  loan  level  of  85  per  centum 

*^  of  the  average  price  received  by  farmers  for  tiie  commodity 
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1  cmicenied,  excladiog  payments  mndc  by  tbe  BecretBry  for 

3  sndi  commodity,  during  tbe  three  complete  muketiag  yean; 

3  immediately  preceding  the  calcndnr  year  in  which  the  DUtr- 

i  keting  year  for  the  crop  of  the  commodity  concerned  be^oR. 

^  (b)  Total  price  xiipiwrt  and  diversioo  payments  (  not  in- 

3  dading  payments  made  under  section  602  of  the  Food  and 

^  Agricoltore  Act  of  1965) ,  inclnding  payments  in  kind,  made 

8  to  fanners  by  the  Secretary  of  Agriculture  under  the  authority 

9  of  (1)  section  16  (i)  of  the  Soil  Conservadon  and  Domestic 

10  Allotment  Act,  as  amended,   (2)  sections  101  (f) ,  103  (d) , 

11  and  107  of  the  Agricultural  Act  of  1949,  as  amended,  and 

12  (3)  sections  339  and  379  c,  d,  and  e  of  the  Agricultural  Ad- 

13  jnstmcnt  Act  of  1938,  as  amended,  shall  not — 

1^  (A)  in  1971,  exceed  80  per  centum  of  the  total  of 

1^  such  payments  made  in  1969; 

"^  (B)  in  1972,  exceed  60  i>er  i«ntiim  of  tlie  total  of 

^"^  Bucli  payments  mnde  in  1969; 

^^  (C)  in  1973,  exceed  40  per  ci^ntum  of  the  total  of 

■'^  such  payments  made  in  1969;  and 

^  (D)   in  1974,  exceed  20  per  centum  of  the  total  of 

'  Duch  pnyments  made  in  1969. 

^^  (c)  The  Commodity  Credit  Corporation  shall  sell  wheat 
marketing  certificates,  provided  for  under  section  379c  of  the 
Agricultural  Adjustment  Act  of  1938,  as  amended,  for  the 

^  mnrkcting  years  for  the  1971  through  the  1974  wheat  crops 
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1  to  persouK  euguf^ed  Iii  the  )>ruci'S:jiiiK  of  fiHxl  jiroducts  iii  an 

2  amount  equivalent  to  the  following — 

3  (1)  for  the  1971  crop,  80  per  centum  of  the  amount 

4  for  which  certificates  were  sold  fur  the  1969  crop; 

5  (2)  for  the  1972  crop,  CO  per  i-eutiiiii  of  the  amount 

6  for  which  certificates  were  sold  for  the  1969  crop; 

7  (3)   (or  the  197:{  crop,  40  per  centiim  of  Uie  amoimt 

8  for  which  certificnti's  were  sold  for  tlic  19(i9  crap;  and 

9  (4)   for  the  1974  cnip,  20  per  centmn  of  the  amount 

10  for  which  certificates  were  sold  for  the  1969  crop. 

11  (d)  Effective  only  witli  respect  to  the  1971  through 

12  1974  crops  of  soybeans,  price  support  shall  be  made  avail- 

13  able  tfl  producers  for  each  croji  of  soybeans  at  a  level  not  to 

14  exceed  85  per  centum  of  tlie  aveni-^c  i)rife  received  by 

15  farmers  diuing  the  three  complete  inai'ketiug  years  immc- 

16  diately  preceding  tlie  calendar  jeur  in  which  the  marketing 

17  year  for  sudi  crop  beginx, 

18  Sec,  103.  Effective  with  [!ie  1971  crop  of  c-otloit,  sub- 

19  section    (e)   of  section  346  of  tlie  Agricultural  Adjustment 

20  Act  of  1938,  as  amended,  is  amended  liy  cluiugiiig  the  second 

21  paragraph  to  read  us  follows: 

22  "For  the  1971  and  1972  crops  of  cotton,  the  animal 

23  national  export  market  acrengc  rcsen'e  sludl  be  an  amount 
"  of  acreage  determined  by  tlic  Secretary  necessary  to  produce 
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1  ^e  amoimt  of  cotton  wliicb  he  estimates  will  be  exported 

2  in  the  year  tlie  cotton  is  to  be  marketed." 

3  Sec.  1(H.  Effective  with  the  1973  crop  of  cotton,  the 
^  Agricultural  Adjustment  Act  of  1938,  as  amended,  is  funend- 
5  ed  by  (1)  repealing  section  346,  and  (2)  changing  the 
^  colon  to  a  period  iu  subsection  (e)  of  section  347  and  de- 
'^  leting  the  proviso. 

8  TITLE  II-TERMINATION  OF  EXISTING  COTTON, 

9  WHEAT,  AND  EEED  GRAIN  PROGRAMS;  ES- 

10  TABLISHMBNT  OF  PRIC3E-SUPP0RT  PROGRAM 

11  FOR  COTTON,  WHEAT,  FEED  GRAINS,  AND 

12  SOYBEANS  FOR  THE  1973  AND  SUBSEQUENT 

13  CROPS 

14  Sec.  201.  Notwithstanding  any  other  provision  of  law, 

15  effective  with  the  1975  crops  of  cotton,  wheat,  com,  oats, 

16  rye,  bariey,  and  grain  sorghum — 

17  ( 1 )  sections  321  through  350  of  parts  II,  III,  and 

18  IV  of  subtitle  B  and  section  379a  through  379j  of  8ul>- 

19  title  D  of  title  III  of  the  Agricultural  Adjustment  Act 

20  of  1938,  as  amended,  are  repealed,  parts  V  and  VI  of 

21  subtitle  B  are  redesignated  as  parts  II  and  III,  respeo- 

22  lively,  and  Riibtitle  F  is  redesignated  as  subtitle  D;  and 

23  (2)  subsection  (i)  of  section  16  of  the  Soil  Con- 
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1  servadou  and  Domestic  AUotmcnt  Act    (16  U,S.C. 

2  590p) ,  aa  amended,  is  repealed. 

3  Sec.  202.  Effective  with  the  1975  crop  of  wheat,  the 

4  Act  of  May  26,  1941,  as  amended  (Public  Law  74,  Seventy- 

5  seventh  Congress,  55  Stat.  203) ,  la  repealed. 

6  See.  203.  Effective  wjth  the  1975  crops  of  wheat,  com, 

7  oats,  rye,  barley,  and  grain  sorghum,  section  327  of  the  Food 

8  and  Agriculture  Act  of  1962    (Public  Law  87-703)    is 
d  repealed. 

10  Sec.  204.  Effective  with  the  1975  crops  of  cotton, 

11  wheat,  com,  oats,  rye,  barley,  grain  sorghimi,  and  soybeans, 

12  the  Agricultural  Act  of  1949,  bb  amended  (7  U.8.C.  1441 

13  et  seq. ) ,  is  amended  by — 

U  (1)  amending  section  103  (7  U.8.G.  1441  (d) )  to 

13  read  as  follows: 

16  "Sbc.  103.  Notwithstanding  the  provisions  of  section 

17  101  of  this  Act,  price  support  shnl)  be  mnde  avnilnble  to 

18  producers  for  each  crop  of  cotton,  wheat,  corn,  oats,  r^'c, 

19  barley,  grain  sorghum,  and  soybeans  nt  n  level  not  tu  exa>eil 

20  85  per  centum  of  the  average  price  receivwl  by  fanners  for 

21  the  commodity,  excluding  payments  made  by  the  Secretory 

22  for  such  commodity,  during  the  three  complete  mnrketing 

23  years  immediately  preceding  the  calendar  yctir  in  which 
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1  the  mariketiiig  yttr  tix  the  crop  <rf  the  coiiiHiodity  ctutcemcd 

2  be^m.";  and 

3  (2)    repetUng  mbwctMm    (f)   of  sertion  101    (7 
i  V£,0.   1441(f)),  and  sections  105   (7  U.S.C.  1441 

5  note),  107    (7  UAC.  1445«),  and  402    (7  VJS.C. 

6  1422) . 

7  TITLE   III— RESTRICTIONS   OX   SALES  BY   THE 

8  COMMODITY  CREDIT  CORPORATION 

9  Sec.  301.  Effective  August  1,  1971,  section  407  of  the 

10  Agricultoral  Act  of  1949,  as  amended  (7  r.S.C.  1427) ,  is 

11  amended  by  striking  out  the  seventh  sentence  thereof,  and 

12  by  striking  out  the  last  four  sentences  of  such  section  and 

13  inserting  in  lieu  thereof  the  following:   "Notnithslanding 

14  any  other  provision  of  law  the  Commodity  Credit  Corpom- 

15  tion  shall  not  make  any  sales  (except  sales  offset  by  oqiiiva- 

16  lent  purchases,  bnt  including  sales  made  in  redemption  of 

17  payment-in-kind  obligations  of  the  Commodity  Credit  Cor- 

18  porotion  under  its  programs)  of  its  stocks  of  ouUou,  wlicat, 

19  corn,  oats,  rye,  barley,  grain  sorghiun,  or  soybeans  «t  lesii 

20  than   (1)    150  per  centum  of  the  then  airrcnt  lonn  rate  for 

21  such  commodity,  plus  reasonable  carrying  charges,  or  (2) 

22  the  market  price  for  such  commodity  nt  the  time  of  sale, 

23  whichever  is  higher." 
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1  TITLE  IV— AN  EXPANDED  CROPLAND 

2  ADJUSTMENT  PROGRAM 

3  Sec.  401.  Section  602  of  the  Food  and  Agriculture  Act 
i    of  1965  (7  U.S.C.  1838)  is  amended— 

5  (I)  by  striking  out  "1970"  and  ingerting  in  lieu 

6  thereof  "1975"  in  ^e  first  sentence  of  subsection  (a)  ; 
^  {2}  by  striking  out  ",  unless  he  determines  that 

8  such  action  will  be  inconsistent  with  the  ellective  admin- 

9  isteation  of  the  programs,"  in  the  first  sentence  of  sab- 

10  secUon  (d) ; 

11  (3)  by  striking  out  &e  period  at  the  end  of  the  first 
^  sent«iLce  of  subsection  (d)  and  inserting  in  lieu  therecrf 
13  the  following:  "and  shall  encourage  the  inclusion  of 
1^  whole  fanns  in  such  agreements  where  this  will  not 
'■^  nndoly  limit  the  employment  opportunities  of  farm 
'°  tenants.  The  Secretary  shaJI  announce  in  advance  the 
^^  maximum  acreage  of  land  to  be  contracted  for  each  year; 
^  and  if  accepted  bids  do  not  achieve  this  maximum,  the 
^^  Secretary  may  offer  higher  bidders  the  opportunity  to 
^  negotiate  agre^nents  equivalent  to  the  accepted  bid 
^  level.  In  detennining  annual  maximum  acreages,  the 
^  Secretary  shall  formulate  a  program  to  obtain  the  long- 
^  term  retirement  of  not  less  than  ten  million  acres  per 
^  year  for  the  years  1971  through  1975.  The  amount  of 

acreage  retirement  in  a  community  area  shall  be  calcu- 
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1  lated  to  not  cause  xiidi  a  reduotiuu  in  crop  producUou  as 

2  to  jeopardize  the  ecoDoiiiic  future  of  the  community"; 

3  and 

4  (4)  by  Htrikiug  out  siil»iflction  (k), 

5  TITLK  V— KAKMER  ADJUSTMENT  AND  RETRAIN- 

6  ING  PROGRAM 

7  Sec.  501.   (a)   For  the  purpow  of  prodding  a  tnuui- 

8  tioiuit  progrniii  to  n-ssiMt  low-inooine  fnnncrs  in  makinfr  the 

9  necessBry  ndjustmonts  to  nonaf^ricnlturat  pursuits  and  to  pro- 

10  vide  opportunities  fcir  gainful  emi>loyiuent,  the  Sectetary  of 

11  Agriculture  is  aathorized  to  formulate  and  carry  out  a  pro- 

12  gram  during  the  calendar  years  1971  through  1975  under 

13  which  the  Secretary  may  enter  into  an  agreement  with  any 

14  hmier  who,  during  the  t)iree-year  period  immediately  pre- 

15  ceding  the  year  in  which  the  agreement  is  entered  into — 

16  (1)  had  average  gnws  annual  saleM  of  farm  prod- 

17  ucts  of  not  more  than  $5,(K)0 ;  and 

18  (2)  lind  average  annual  off-fann  income  of  not 

19  more  tltnti  $2,0(K>  (including  Income  of  both  huuband 

20  and  wife  in  the  coMe  of  a  married  ftinncr) . 

21  (b)  Agn'omciils  entvn.'d  into  inidur  tlw  sectjun  may 

22  iuchide:  (1)  the  surrender  to  tlie  Sccretaiy  for  penimuent 

23  cancellation  of  acreage  allotments  and  bflse  nercages  then 

24  under  the  control  of  the  farmer  in  return  for  cosh  considera- 

25  tion  to  an  amount  detonuiucd  to  he  appropriate  l>y  the  Sec- 
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1  rotary;  (2)  adjiiutmoDt  assistance  not  to  exceed  $2,500  per 

i  year  for  a  period  not  to  exceed  two  years;   (3)  retraining 

3  grants  for  the  purpose  of  coveiing  tuition  and  other  costs 

4  tnddent  to  training  prognuns  designed  to  provide  skills 

5  found  by  the  Secretary  to  be  consistent  with  employment 
9  opportunities. 

T  (c)  The  Secretary  shall,  in  achieving  the  objectives  of 

8  Ums  section,  arrange  for  utili/^ion  to  the  raaximam  extent 
*  possible  of  existing  Federal  and  State  programs  designed  to 

10    provide  grants,  loons,  and  other  assistance  whidi  wiU  fur- 

U    ther  hdtitate  thb  adjostment  progrRm. 

^  (d)  The  Secretary  shall  prescribe  such  regulations  as 

^    h«  deems  necessary  to  carry  o»t  the  provisions  of  this  title. 

1*       TITLE  VI-AUTHORITY  OF  THE  COMMODITY 

^5  CREDIT  CORPORATION 

^®  Sbc.  GOI.  The  Commodity  Credit  (!or|)<iratiou  shall  not 

"    make  any  expenditures  for  carrying  out  the  purposes  of  lliis 

^  Act  unless  the  Corporation  has  received  funds  to  cover  sudi 
expenditures  from  appropriations  made  to  carry  out  (iie 
pHri»oscs  of  this  Act.  Tlicre  are  hereby  aiitlioriited  to  bo  ap- 
propriatod  Huch  sums  as  may  Iw  necessary  to  cany  out  the 

^  overall  program  provided  for  in  this  Act,  including  such 
amounts  as  may  be  re^iuired  to  make  payments  to  the  Cor- 
poraljon  for  its  actual  costs  incurred  or  to  be  incurred  in 
carrying  out  such  progmin. 
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Suvr  MMTLUiMxam  or  8.  SM 

Hunan  Wn,  8.  2931.  would  vbmme  oat 
snin.  cotton  and  wbeat  procmau  otct  ■  Htc  jtmr  period,  while  exputding  Uie 
CroiAuid  Adjoatment  Pracnm,  ktekliis  ap  OCC  Mo^a,  and  awtjMfig  low-taKOme 
Cannen  to  adjnat  to  ncm-acricaltiiral  pomiltB.  Bj  197S.  supports  Am-  these 
cnwa  woold  be  at  not  mwe  tlian  85  pereait  of  the  pnrlDna  3  rear  mai^K  price, 
wltbont  allolments,  quotas,  cw  price  support  m  dfvnaion  pajmsits  (other  than 
CtoiilandAdiiutiDentFnciainpajataas). 
1^  Mil  would — 

(1)  ^Aend  the  cnrrent  feed  entn.  cotton,  and  wheat  programs,  except 
that— 

(I)  the  support  loan  could  not  exceed  ffi  pnemt  of  the  prerloos  3  jtai 
maitet  price ; 

(II)  the  combined  toUl  price  support  and  dlTHslon  paymHits  tor  those 
cn^ie  and  loos  staple  cotton  conld  not  exceed  §0  percuit  in  1071,  60  percent 
In  1972,  40  percent  in  1S73.  and  20  pMcent  In  1974  of  Uie  combined  total 
of  sndi  comMned  payments  in  I9fl0 ; 

(ill)  CCC  would  aeU  wheat  marketing  certlflcatea  to  protxman  in  an 
amount  eqoal  to  80  percent  in  19T1,  60  pMcent  in  1672.  40  percent  la  197S, 
and  20  percent  in  1974,  ot  the  amoimt  for  which  cntificatea  ■K&n  sold  in 
1969; 

(ir)  the  cotton  export  market  acreage  would  be  fixed  at  the  amoont  re- 
qttired  to  oover  cotton  exports  (instead  otO  to  2S0iO0O  acres,  depending  on 
carryover)  for  1971  and  1972,  and  the  prorislMi  for  cotton  expMt  acreage 
is  repealed  effective  with  tlie  1973  crop ; 

(2)  pcoTlde  soybean  price  support  for  IBTl  and  sidMeanMtt  craps  at  not 
m(H«  than  85  percent  of  thepreviona  3  rear  market  price ; 

{3>  effectlTe  with  the  1975  crops,  repeal  the  marfcartng  quota,  dlTeratcm,  and 
marketing  certlflcate  programs  appUcaUe  to  f^ed  grains,  cotton,  and  wlteat, 
and  provide  price  snpport  for  thoee  commodities  (apparently  Incladlng  extra- 
long  staple  cotton)  at  not  more  than  8S  percott  of  the  {Merions  3  year  market 
price; 

(4)  effective  Angnst  1,  1971,  probltrtt  CCC  salea  of  feed  grains,  cotttm,  or 
wheat,  at  lees  than  market  or  150  percent  of  the  current  loan  rate,  whlcdkever 
isUgberj 

(6)  amend  the  Crcvland  Adjostment  Program  by — 

(1)   extending  the  anthorlty  to  entw  into  new  contracts  tor  5  years 
(throni^  1975) ; 
(U)  require  nse  of  an  advertising  and  bid  procedure; 

(ill)  require  long  term  retirement  ot  not  less  than  10  million  acres  an- 
nnalir.  1971  through  1975 ;  and 

(tr)  remove  the  $225  million  idns  carryover  annnst  limit  cm  new  contracts; 

(6)  during  1971  through  1975  authorise  contracts  with  low  Income  termers 
(less  than  VSOOO  term  and  S2000  off-farm  Incrane)  to  help  them  adjust  to  non- 
Bgrlcultaral  pursuits,  providing  (1)  xnyments  for  cancellation  of  allotxaents, 
(11)  adjustment  assistance  of  np  to  ^SOO  per  year  for  not  to  exceed  2  years; 
and  (ill)  retraining  grants ; 

(7)  prohibit  use  of  CCC  funds  to  carry  out  the  bill,  unless  sudi  funds  have 
been  approi»1ated  in  advance  of  expenditure. 


1.  Iliere  might  be  considerable  dUBcolty  In  fixing  price  support  and  divendcHi 
payments  for  Indlvidnal  prodncers  and  isdividual  crops  within  the  over-ail 
combined  limits  for  the  three  crops. 

2.  Likewise,  the  reduction  In  the  total  amount  of  wheat  maitotlng  certifl- 
catee  sold  to  processors  might  Involve  numerons  problems,  dnce  processors  are 
required  to  have  certlflcatea  tor  all  wheat  processed. 

3.  The  Library  of  Congress  estimates  tbat  retirement  of  50  million  acres 
wonld  probably  coat  $1.25  billion  annoally  (at  $25  per  acre). 
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IN  THE  SENATE  OF  THE  TTNITED  STATES 

Ocn»xii  28,1969 
Ur.  MoQav^ts  (for  himself,  Ur.  YASBOBOcaH,  Hr.  Bubdice,  Mr.  EAOLnon, 
Hr.  Hauii,  Hr.  Huoiue,  Hr.  Jackson,  Mr.  McGbc,  Hr.  Hjinaruu),  Hr. 
HncALF,  Hr  Hondalc,  Mr.  Mosb,  Mid  Hr.  Nelson)  introduced  the  fol- 
lowing  bill;  which  was  read  twice  and  referred  to  the  Committee  on 
Agricnltare  and  Forestry 


A  BILL 

To  improve  fann  inoome  and  insure  adequate  supplies  of  agri> 
coltnial  oommodities  by  extending  and  improraig  certain 
commodi^  prognuns. 

1  Be  it  enacted  by  tAe  Senate  and  House  of  RepreaeTita- 

2  twes  of  the  UnUed  States  of  America  in  Congress  assembled, 

3  H&t  this  Act  may  be  cited  as  the  "Agricultural  Stabiliza- 

4  tion  Act  of  1969". 

5  TITLE  I— DAIRY:  CLASS  I  BABE  PLAN 

6  8bo.  101.    (a)   The  Agricultural  Adjustment  Act,  as 

7  reenacted  and  amended  by  tbs  Agricultural  Marketing 
S  Agreement  Act  (J  1937,  as  (unended,  is  further  amended 
9    bj  striking  in  subparagraph    (B)  of  subsection  8o(5)   aD 

10    that  part  of  said  subparagraph    (B)    which  foUovs  the 


)y  Google 


1  oomma  at  the  end  of  clause  (c)  and  inserting  in  lien  thereof 

2  the  following:  "(d)  a  farther  adjustment,  equitably  to  tf- 

3  portion  the  total  value  ol  the  milk  purchased  by  any  handler, 

4  or  by  all  handlers,  among  producers  and  asaooations  of  pro- 

5  dnoers,  on  the  basis  of  their  marketing  of  milk  during  a  rep- 

6  resentative  period  of  time,  which  need  not  be  Umited  to  one 

7  year,  and  further  adjustments  to  provide  for  the  accamnla- 

8  tion  and  disbuwment  of  a  fund  to  encourage  <u«yna1  aA- 

9  justments  in  the  production  of  milk,  and  (e)  a  further  ad- 

10  jostment,  equitably  to  apportion  the  total  value  of  the  milk 

11  purchased  by  any  handler,  or  by  all  handleis,  among  pro- 

12  duoers  and  associations  of  producers,  on  the  basis  of  their 

13  marketingB  of  milk  during  a  representative  period  of  time, 

14  which  need  not  be  Umited  to  cme  year  and  whidi  may  be 
I*'  either  a  fixed  period  of  one  or  more  years,  or  a  moving  aver- 
1^  age  of  one  or  more  years,  as  provided  in  the  order,  and  wtiich 
17  may  be  adjusted,  and  readjusted  from  time  to  time,  to  re- 
1^  fleet  the  utilization  of  producer  milk  by  any  handler  or  by  all 
19  liandlers  in  any  use  classification  or  classifications.  In  the 
^  event  a  producer  holding  a  base  allocated  under  tiiis  clause 
^*  (e)  shall  reduce  his  marketings,  such  reduction  shall  not 
^  adversely  affect  hta  history  of  production  and  marketing  for 
23  the  determination  of  future  bases,  or  future  adjustments  <rf 
^  bases,  except  that  an  order  may  provide  that,  if  a  producer 
^  reduce!  his  marketings  below  his  base  allocation  in  any  one 
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1  or  more  use  clasafications  dedgnated  in  the  order,  tfae 

2  amonnt  of  any  snoh  reduction  shall  be  taken  into  aocount  in 

3  determining  future  bases  or  future  adjustments  of  bases. 

4  Bases  allocated  to  producers  under  this  clause  (e)  may  be 
&  tranRferahIo  under  an  order  on  such  terms  and  conditions 
6  as  may  be  prescribed  in  the  order  if  the  Secretary  of  Agri- 
T  culture  determines,  in  connection  with  such  order,  that  trans- 

8  ferability  will  be  in  the  best  interest  of  the  public,  existing 

9  prodnceiB,  and  prospective  new  producers.  Provision  shall 
10  be  made  in  the  order  for  &e  allocation  of  bases  under  this 
U  clause  (e)  to  new  producers  and  for  the  alleviation  of  hard- 

12  ship  and  inequity  among  producers,  and  prescribing  terms 

13  and  conditions  under  which  new  producers  may  obtain  bases 
1^  on  an  equitable  basis  with  old  producers.  Producers  holding 
^^  bases  so  allocated  or  obtained  shall  diereafter  partidpate 
^6  pro  rata  in  the  market  in  the  same  manner  as  other  pro- 
I''  docers.  In  the  case  of  any  producer  who  during  any  BiM)unt- 
^8  ing  period  dehvcrs  a  portion  of  his  nulk  to  persons  not  fully 
^  regulated  by  tiie  order,  provision  may  be  made  for  redno- 
90  ing  the  allocation  of,  or  pajnnents  to  be  received  by,  any 
%i  such  producer  under  this  clause  (e)  to  compensate  for 
^  any  marketings  of  milk  to  such  other  persona  for  such  period 
9^  or  periods  as  necessary  to  insure  equitable  partidpation  in 
9^  marketings  among  all  producers.  Notwithstanding  the  pro- 
^  viuons  of  sections  8c  (12)  and  the  last  sentence  of  sectira 
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1  8g(19)  of  this  Act,  order  provimons  under  this  claase  (e) 

2  Bhall  not  be  effective  in  any  maileting  order  onless  sep- 

3  arately  approved  by  producers  b  a  referendmn  in  whidi 
i  each  individual  producer  shall  have  one  vote  and  may  be 
6  terminated  separately  whenever  the  Secretary  m^es  a  de- 

6  termination  with  respect  to  such  provisions  as  is  pronded 

7  for  Uie  tonnination  of  an  order  in  subparagi&ph  8c  (16)  (B) . 

8  IMsapproval  or  termination  of  such  order  proviaons  shiJl 

9  Dot  be  considered  disapproval  of  the  order  or  other  terms  of 

10  the  order." 

11  (b)  Such  Act  is  further  amended  (1)  by  adding  to  sub- 

12  seotim  8o(5)   the  following  new  paragraph; 

13  "  (H)  Marketing  orders  applicable  to  nulk  and  its  prod- 

14  acts  may  be  limited  in  application  to  milk  used  for  maaufao- 
13  tuiing.";Bnd  (2^)  byamendingsubsectitm  8c(18)  byadding 
1^  after  the  words  "marketing  area"  wherever  they  occur  the 
17  -words  "or,  in  the  case  of  orders  applying  only  to  manufac- 
^^  turiiig  milk,  the  production  area". 

^^  (c)  The  legal  status  of  producer  handlers  <tf  milk  under 

^  the  provisions  of  the  Agiioultunil  Adjustment  Act,  as  reen- 

^^  acted  and  amended  by  the  Agricultural  Maiketing  Agreement 

^  Act  of  1937,  as  amended,  shall  be  the  same  subsequent  to  (he 

^  adoption  of  the  amendments  made  by  this  Act  as  it  was  prior 


(d)  The  Agricoltmal  Adjustment  Act,  as  reenacted  and 
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1  amended  by  the  A^cultnral  Marketing  A^ement  Act  of 

2  1937,  as  amended,  is  further  amended  by  adding  at  the  end 

3  of  sabsectios  8c  (5)  Ae  following  new  subparagnii^  (I) : 

4  "  (I)  Establishing  or  providing  for  the  establishment  of 

5  reseu^  and  development  projects,  and  advertising  (exciud- 

6  ing  brand  advertising),  sales  promotion,  educational,  and 

7  other  programs,  designed  to  improve  or  promote  the  domestic 

8  marketing  uid  consmnption  of  milk  and  its  products,  to  be 

9  financed  by  producers  in  a  manner  and  at  a  rate  specified  in 

10  the  order,  on  all  producer  milk  under  the  order.  Producer 

11  contributions  under  this  subparagraph  may  be  deducted  from 

12  funds  due  producers  in  computing  total  pool  value  or  other- 

13  wise  ctHnputing  total  funds  due  producers  and  such  deductions 

14  ghoJl  be  in  addition  to  the  adjustments  authorized  by  subpam- 

15  graph  (B)  of  subsection  8c{5).  Provision  may  be  made  in 

16  the  order  to  exempt,  or  allow  suitable  adjustments  or  credits 

17  in  connection  with,  milk  on  which  a  mandatory  checkoff  for 
1^  advertraing  or  marketing  research  as  required  under  the 
1^  autiiority  of  any  State  law.  Such  funds  shall  be  paid  to  an 
20  agency  organized  by  milk  producers  and  producers'  oooperar 
^1  tive  associations  in  such  form  and  with  such  methods  of  oper- 

22  ation  aa  diall  be  specified  in  the  ordw.  Such  agency  may  ez- 

23  pend  sndi  funds  for  any  of  the  purposes  authorized  by  this 
^  subparagraph  and  my  desi^ate,  employ,  nnd  allocate  funds 


)y  Google 


1  to  persons  and  organizations  engaged  in  sach  programs  wliich 

2  meet  the  stutdards  and  qualifications  specified  in  the  order. 

3  All  ftmds  collected  under  this  subparagraph  shall  be  sepa- 

4  rately  accoonted  for  and  shidl  be  used  only  for  the  purposes 

5  for  wludi  they  were  collected.  Programs  authorized  by  this 

6  sabparagraph  may  be  either  local  or  national  in  scope,  or 

7  both,  as  provided  in  &e  order,  but  shaD  not  be  intenational. 

8  Oder  provifflonB  under  this  subparagraph  shall  not  become 

9  effecdre  in  any  moi^eting  order  unless  such  pro^sions  are 

10  ^iproved  by  producers  separately  from  other  order  proyi- 

11  fflons,  in  the  same  manner  provided  for  the  approval  of  mai^ 

12  keting  orders,  and  may  be  terminated  separately  whenever 

13  the  Secretary  makes  a  determination  with  respect  to  sach 

14  provisions  as  is  provided  for  the  tenninatioD  of  an  order  in 

15  sobseotion  8c(16)  (B).  Disapproval  or  termination  of  such 

16  order  provinons  shall  not  be  considered  disapproval  at  the 

17  <tfder  or  of  other  tenns  of  the  order," 

18  (e)  The  first  sentence  of  section  201  of  the  Agricultural 

19  Act  of  1949,  as  amended  (7  U.S.C.  1446) ,  is  amended  by 
'•^0  striking  the  words  "milk,  butterfat,  imd  the  products  of 

21  milk  and  butterfat"  and  inserting  m  lien  thereof  the  words 

22  "and  milk".  Paragraph  (c)  of  section  201  of  the  Agricul- 

23  tural  Act  of  1949,  as  amended   (7  U.8.C.  1446(c)),  is 
^  amended  to  read  as  follows : 

25  "  (c)  The  price  of  milk  shall  be  supported  at  such  level 
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1  not  in  excess  of  90  per  centum  nor  less  than  75  per  ceDtum 

2  of  the  parity  price  therefor  as  the  Secretary  detennmes 

3  necessary  in  order  to  assure  on  adequate  supply.  Such  price 
i  support  shall  be  provided  through  purchases  of  milk  and 

5  the  products  of  milk," 

6  The  amendments  made  by  this  subsection  shall  become 

7  effective  for  the  marketing  year  beginning  April  1,  1970. 

8  TITLE  U-WOOL 

9  Seo.  201.  Section  703  of  the  National  Wool  Act  of 
iO  1954    (7  U.S.C.  1762)    is  amended  by  striking  out  the 

11  second  sentence  thereof. 

12  TITLE  in-OOKN  AND  FEED  GRAINS 

13  Seo.  301.  (a)  Section  105(a)  of  the  Agricultural  Act 
1^  of  1949,  as  amended,  is  amended  to  read  as  follows: 

^^  "(a)  Notwithstanding  the  provisions  of  section  101  of 

1^  this  Act,  beginning  with  the  1969  crop,  price  support  shall 

1'  be  made  available  to  producers  for  each  crop  of  com  at  a 

^^  national  average  rate  of  not  less  than  90  per  centum  of  the 

1°  parity  price  therefor,  including  any  payment,  with  a  loan 

^  rate  of  not  less  than  $1.15  per  bushel." 

^^  (b)  Section  105  (e)  of  such  Act  is  amended  by  striking 

^  out  "the  1966  through  1970  crops"  each  time  it  appecoB 

^  and  inserting  in  lieu  thereof  "the  1966  and  subsequent 

crops". 

^  (c)   The  seventh  sentence  of  section  105(e)   of  sudi 
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1  Act  is  amended  by  striking  oat  "nujr"  and  bunting  in  liea 

2  thereof  "Aaii'\ 

3  (d)  Section  105  (e)  <A  snidi  Act  is  farther  amended  by 

i  mserting  after  the  foartfa  soitence  therecrf  &  new  sentence  as 

5  follows:  "In  no  event  shall  the  fann  projected  yield  for  any 

6  crop  (tf  feed  grains  for  any  year  be  redoced  by  more  than  5 

7  per  centum  below  ^lat  it  was  for  the  immediately  preceding 

8  crop  if  the  actual  yield  from  vofii  fann  was  reduced  as  the 

9  result  of  droo^t,  flood,  or  other  natural  disaster." 

^  Sbc.  302.  The  first  sentence  of  paragraph  (1)  of  seo- 

^1  tion  16  (i)  of  the  Soil  ConservatioD  and  D<»nesdo  Allotment 

^  Act,  as  amended,  is  amended  by  striking  ont  "the  1966 

^  through  1970  crops"  and  inserting  in  Hen  thereof  "the  1966 

^^  and  subaeqoqit  crops". 

15  TITLB  IV-COTTON 

'^  8bo.  401.  (a)  The  proviso  at  the  end  of  section  344a 

^"^  (a)    of  the  Agricultural   Adjostment  Act   of   1938,   as 

^ '  amended,  is  amended  to  read  as  follows :  "Provided,  That  the 

^  authority  granted  under  Uiis  section  may  be  exercised  begin- 

^  ning  with  the  calendar  year  1966,  and  all  transfers  hereunder 

"■  shall  be  for  sneb  period  of  years  as  the  parties  thereto  may 

22  agree". 

2*  (b)  The  first  sentence  of  section  346(e)  rf  such  Act  is 

^  amended  by  striking  out  "throufj^  197l)"  and  inserting  in 

"  lieu  thereof  "and  sabsequent". 
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1  (c)   The  first  sentence  of  section  350  of  such  Act  is 

2  anieoded  hy  striUng  out  "through  1970"  and  inaertuig  in 

3  lieu  thereof  "and  subsequent". 

4  Sec.  402.  Paragraph    (1)    of  section  103(d)    of  the 

5  Agricultural  Act  of  1949,  as  amended,  is  amended  by  strik- 

6  ing  out  "through  1970"  and  inserting  in  lien  thereof  "and 

7  subsequent". 

8  Sec.  403.  Section  402  (b)  of  the  Food  and  Agriculture 

9  Act  of  1965,  as  amended,  is  amended  to  read  as  follows: 

10  "(b)  Section  408(1))  of  the  Agricultural  Act  of  1949, 

11  as  amended,  is  amended,  effective  beginning  with  the  1966 

12  crop,  by  chan^g  the  period  at  the  end  of  the  first  sentence 

13  thereof  to  a  colon  and  adding  the  following:  'Provided,  That 

14  for  upUnd  cotton  a  cooperator  shall  be  a  producer  on  whose 

15  farm  the  acreage  planted  to  such  cotton  does  not  exceed  the 

16  cooperator  percentage,  which  shall  be  in  the  case  of  the 

17  1966  crop,  87.5  per  centum  of  such  farm  acreage  allotment 

18  and,  in  the  case  of  each  subsequent  crop,  such  percentage, 

19  not  less  than  87.5  or  more  than  100  per  centum,  of  such 

20  fann  acreage  allotment  as  the  Secretary  may  specify  for  sudi 

21  crop,  except  that  in  the  case  of  small  farms  (that  is  farms 

22  on  which  the  acreage  allotment  is  ten  acres  or  less,  or  on 

23  which  the  projected  farm  yield  times  the  acreage  allotment 
~4  ig  three  thousand  six  hundred  pounds  or  less,  and  the  acreage 
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i  allotment  has  not  been  reduced  under  section  344  (m)  the 

2  aerea^  of  cotton  on  the  iann  shall  not  be  required  to  be 

3  reduced  below  the  fann  acreage  allotment'." 
*  TITLE  V— WHEAT 

5  Sbc.  501.  (a)  Section  506  of  the  Food  and  Agricuhore 

8  Act  of  1965  is  amended  by  striking  out  the  language  pre- 

7  ceding  the  colon  and  inserting  in  lieu  thereof  the  following: 

8  "Section  107  of  the  Agricultural  Act  of  1949,  as  amended, 

9  is  amended  to  read  as  follows" : 

10  (b)  Section  107  of  the  Agricultural  Act  <A  1949,  as 

11  amended  by  section  506  of  the  Food  and  Agricnltnie  Aot 

12  of  1965.  is  amended— 

13  (1)  by  striking  out  that  portion  which  precedes 
H  pangraph  (3)  and  inserting  in  liea  thereof  the 
15  following: 

Ig  "Sbo.  107.  Notwithstanding  the  proviuons  of  section 

17  101  of  this  Act,  beginning  with  the  1969  crop — 

Ig  "(1)  (A)    Price  support  for  wheat  accompamed  by 

^  domestic  wheat  certificates  shall  be  at  100  per  centum  of 

20  the  parity  price  therefor;  and  (B)  price  support  for  wheat 

21  accompanied  by  export  certificatea  shall  be  at  such  level  not 

22  more  than  90  per  centum  or  lesa  than  65  per  centum  of  the 

23  parity  price  therefor  as  the  Secretary  determines  appropriate 

24  taking  into  consideration  the  factors  spedfied  in  section 

25  40Mb)- 
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1  "(2)    Frioe  supgort  for  wheat  not  accompuiied  bj 

2  m&rketing  certificates  ahell  be  not  less  than  $1.25  per  buBhel 

3  after  sabtracting  natjonal  average  storage  and  interest  costs, 

4  as  detennined  by  the  Secretary,  in  cases  where  wheat  is 

5  pUced  under  Oovemment  loan." 

6  Sbo.  502.  The  Agri<niltural  Adjustm«it  Aid  of  1938,  as 

7  amended,  is  amended  as  follows: 

8  (1)  Paragraph  13 (K)  4^ section 301  (b)  isamendedby 

9  striking  oat  &e  period  and  inserting  in  liea  tliereof  a  oonuna 

10  and  the  following:  "and  in  no  event  ^lall  the  projected  farm 
U  jdeld  for  any  crop  of  wheat  for  any  farm  be  reduced  by  more 

12  than  5  per  centum  below  what  it  was  for  the  immediately 

13  preceding  crop  if  the  acdual  yield  from  such  farm  was  reduced 

11  aa  the  remit  of  drought,  flood,  or  other  natural  ctisaBter". 

^  (2)  Subsection  (d)  of  section  332  is  amended  by  strik- 

13  ing  out  "in  the  calendar  years  1966  through  1969"  and 

1'^  inserting  in  lien  thereof  "in  tiie  1966  and  subsequent  crop 

W  yean". 

1^  (3)  The  first  sentence  (A  section  339  (b)  isamoided  by 

^  Btrikiog  out  "in  the  calendar  years  1964  through  1970"  and 

^1  inserting  in  Ueu  thereof  "in  the  1966  and  subsequent  oalendar 

22  yeara". 

23  (4)  Section  379b,  as  amended  by  section  502  <A  the 
^  Food  and  Agriculture  A(d  of  1965,  is  amended  by  striking 
2^  out  "in.  the:  calendar  years  1966  through  1969"  in  the  first 
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1  sentoioe,  and  inBeiting  in  lien  tboeof  "in  1966  uid  anbse- 

2  qneot  cslendar  years". 

3  (5)  Section  3T9c{a)  of  such  Act  w  amended  hy  titrik- 

4  ing  oat  the  fifth  and  sixth  sentences  and  in»erdng  in  lini 

5  thereof  the  following:  "The  Secretaiy  sball  also  provide  for 
€  the  issuance  of  export  marketing  certificates  each  marketing 

7  year  on  a  namber  of  bnshels  of  wheat  equal  to  not  less  than 

8  40  per  centum  of  the  tot^  number  of  bushels  produced 

9  domestically  in  such  marketing  year." 

W  (6)  Section  379c  (e)   of  each  Act  is  further  amended 

^1  by  adding  at  the  end  thereof  a  new  sentence  as  follows:  "A 

^  '  pTodaoer  shall  be  entitled,  imder  such  rules  and  regulationR 

13  as  may  be  prescribed  by  the  Secretary,  to  receiTe,  at  the 

14  time  he  agrees  to  participate  in  the  wheat  marketing  allo- 

15  cation  program,  an  amount  in  cash  equal  to  not  less  than 

16  50  per  centum  of  the  face  value  of  the  domestic  and  export 

17  marketing  certificates  to  be  issued  to  him." 

18  (7)  The  last  sentence  of  section  379e  is  amended  by 
IS  striking  out  "for  the  marketing  years  for  1966  through 

20  the  1970  wheat  crops"  and  inserting  in  lieu  thereof  "for 

21  the  1966  and  subaequent  marketing  years  for  wheat". 

22  Sbc.  503.  The  Agricultural  Act  of  1904  is  amended  as 

23  follows: 

24  (I)   Amendment   (7)    of  section  202  is  amended  by 
26  striking  oat  "effective  only  with  respect  to  the  crops  planted 
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1  for  harvest  in  1965  tibrougti  1970"  and  inaerting  m  lien 

2  thereof  "effective  beginninj;  with  the  crop  pl&nted  for  har- 

3  vest  in  calendar  year  1965". 

^  (2)  Amendment  (13)  of  section  202  is  amended  by 

&  striking  oat  "effective  only  with  respect  to  Uie  crop  planted 

€  for  harvest  in  the  calendar  years  1965  through  1970"  and 

^  inserting  in  lieu  thereof  "effective  be^niog  with  the  crop 

8  planted  for  harvest  in  calendar  year  1965". 

9  (3)  Section  204  is  amended  by  striking  out  "effective 

10  only  with  respect  to  the  marketing  years  beginning  in  the 

11  calendar  years  1964  through  1969"  and  inserting  in  lien 

12  thereof  "eSecUve  be^nning  with  the  marketing  year  which 

13  b^^  in  the  calendar  year  1964". 

^*  Sec.  504.  Section  503  of  &e  Food  and  Agriculture  Act 

^  of  1965  is  amended  by  striking  out  the  language  preceding 

1^  the  colon  and  inserting  in  lien  thereof  the  following:  "Sec- 

1''  Uon379h  is  amended  to  read  as  follows". 

18  TITLE  VI— SOYBEANS  AND  FLAXSEED 

*^  Sec.  601.  The  Agricultural  Act  of  1949,  as  amended, 

^  is  amended  by  adding  at  the  end  of  title  I  a  new  section' 

21  as  follows: 

^  "PEICB   SOPPORT   FOE   80TBBAK8   AND   FLAXSEED 

23  "Seo.  108.   (a)   Notwithstandmg  any  other  provision 

3*  of  law,  beginning  with  the  1969  crop,  price  support  shall 

25  be  made  available  to  prodncers  for  each  crop  of  st^beMis 
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1  and  flaxseed  at  such  \eyel  of  the  parity  price  therefor  as 

2  the  Secretaiy  detenninea  ia  foir  and  reasonable  taking  into 

3  couuderatJoD  such  bctors  as  lie  deans  appropriate,  includ- 

4  ing  those  in  section  401  (b)  of  tliis  Act  Notwithstanding 

6  the  preceding  suitence,  in  the  case  of  any  crop  for  which 
6 .  an  acreage  ctiversioQ  prognun  is  in  effect  for  soybeans  and 

7  flaxseed,  the  level  of  price  sapport  for  such  oonunodities  for 

8  SQch  crop  shall  be  at  such  level  not  less  tlian  75  per  centum 
d  of  the  parity  price  therefor  as  the  Secretary  determines 

10  necessary  to  achieve  tlie  acreage  reductitm  goal  established 

11  by  him  for  such  (^op. 

12  "  (b)  The  Secretary  shall  reqmnv  as  a  ocmdition  of  eli- 

13  gibility  for  price  support  on  any  crop  of  soybeans  and  flax- 

14  Beed  which  is  included  in  any  acreage  diverrion  program 
^^  fonnolated  onder  section  16(j) .  of.the  Soil  Conservation 
^S  and  Domestic  Allotment  Act,  as  amended,  that  the  producer 
17  shall  participate  in  the  diversion  program  to  the  extent 
1^  prescribed  by  the  Secretary,  and  if  no  diversion  program  is 

19  in  eSect  for  any  t^rop,  he  may  require  as  a  condition  of  eligi- 

20  bility  for  price  support  on  nich  crop  of  soybeans  and  flax- 

21  seed  that  the  producer  shall  not  exceed  his  soybean-flaxseed 

22  base.  Any  acreage  oia  any  form  ^rfiifih  is  diverted  from  the 

23  production  of  soybeans  or  flaxseed  porsoant  to  a  contract 

24  entered  into  t^ter  the  date  of  enactment  of  this  section  under 

25  the  cropland  adjustment  program  shall  ibe  deemed  to  be 
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1  acreage  diverted  from  ihe  iHWuotion  of  soybeans  and  fl&z- 

2  seed  for  parposes  of  meeting  die  foregoing  reqnirements 

3  for  elij^ility  for  price  snppoit. 

4  "  (o)  Such  portion  of  the  gnpport  price  for  soybeans  ani 

5  flaxseed  acreage  included  in  the  acreage  diversion  program 

6  as  the  Secretary  determines  desirable  to  assure  that  the  ben&- 

7  fits  of  the  price-support  and  diversion  programs  inure  pri- 

8  marily  to  those  produoers  who  cooperate  in  reducing  their 

9  acreages  of  soybeans  and  flaxseed  shall  be  mode  avuUble  to 

10  producers  through  payments-in-kind  of  feed  gruns.  Sadi 

11  paymoits-in-kind  shall  be  made  avulable  on  the  mazhnum 

12  permitted  acreage,  or  the  Secretary  may  make  the  same  total 

13  amount  available  on  a  smaller  acreage  or  acreages  at  a  higher 
^^  nte  or  rates.  The -amount  of  the  payment-in-kind  in  feed 
IS  grains  shall  be  detennmed  by  the  Seaetary,  taking  into  con- 
1^  nderation  the  feeding  value  of  soybeans  and  flaxseed  meal  in 
^"^  reIati<Mi  to  feed  grans,  the  yield  per  acre,  the  equivalent 
^8  ddlar  value  of  Boybeans  and  flaxseed,  as  OMnpared  with  feed 
19  grains,  and  sndi  other  faotors  as  the  Seovtary  deems  neces- 
^  saiy  to  arrive  at  a  6ur  and  equitable  payment.  For  purposes 
^  of  sncb  payments,  producers  on  any  farm  vfho  have  planted 
^  not  less  than  90  per  centum  of  the  acreage  of  soybeans  and 
^  flaxseed  pennitted  to  be  planted  shall  be  deemed  to  have 
^  planted  the  entire  acre^e  permitted. 

^  "  (d)  An  atreage  on  the  famt  whi^  the  Secretary  finds 
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1  was  not  plaoted  to  soybeans  or  flaxseed  became  ol  drou^t, 

2  flood,  or  other  nfltural  disaster  shall  be  deemed  to  be  an 

3  actus]  acreage  of  such  cnmnoditieB  planted  for  harvest  for 
i  porpoflee  tA  sadi  payments  provided  such  acreage  is  not  sab- 

5  seqnei^j  planted  to  any  other  i»op  for  whidi  there  are  mar- 

6  keting  qnotas  or  voluntary  adjustment  programs  in  effect, 

7  "(e)  The  Secretary  shall  make  not  to  exceed  50  per 
3  centnm  of  any  paym^its  hereunder  to  producers  in  advuice 
9  of  determination  of  performance. 

10  '■  ^{}  Fayments-in-kind  shaU  be  made  through  the  issu- 

^1  ance  of  negotiable  certificates  which  the  Commodity  Credit 

^  Corporation  shall  redeem  for  feed  grains  { such  feed  grains  to 

i3  be  valued  by  the  Secretary  at  not  leas  than  the  current  sup- 

^^  port  price  made  available  through  loans  and  purchases,  plus 

^^  reasonable  carrying  charges)  in  accordance  with  regulations 

^^  prescribed    by    &e    Secretary    and    notwithstanding    any 

^'  other  provision  of  law,  the  Commodity  CrecUt  Corporation 

^  shall,  in  accordance  with  reguktions  prescribed  by  the  Secre- 

^  tary,  assist  the  producer  in  the  marketing  of  snch  certificates. 

**'  The  Secretary  shall  provide  for  the  sharing  of  such  certificates 

21  among  producers  on  the  farm  on  the  basis  of  their  respective 

^  shares  in  the  soybean  and  flaxseed  crop  produced  on  the 

^  farm,  or  the  proceeds  therefrom,  exoept  that  in  any  case  in 

24  which  the  Secretary  detennines  that  such  basis  would  not  be 

^  fair  and  equitable,  ttie  Secretary  shall  provide  for  such  sbar- 
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1  ing  on  such  other  basis  as  he  nuy  determine  to  be  fur  and 

2  equitable, 

3  "  {g)  II  the  openUor  of  the  form  elects  to  participate 

4  in  the  acreage  diversion  program,  price  support  for  Boybeaos 

5  nnd  flaxseed  included  in  the  program  shall  be  made  avulable 

6  to  the  producers  on  such  farm  only  if  such  producers  divert 

7  from  the  production  of  such  commodities,  in  accordance  mth 

8  the  provisions  of  such  program,  an  acreage  on  the  farm  equal 

9  to  the  number  of  acres  which  such  operator  agrees  to  divert, 

10  and  the  agreement  shaU  so  provide.  In  any  case  in  which  die 

11  failure  of  a  producer  to  comply  fully  with  the  terms  and  coq- 

12  didons  of  the  pn^ram  formulated  under  this  section  predude 

13  the  making  of  payments-in-kind,  the  Secretary  may,  never^ 

14  theless,  make  such  payments-in-kind  in  such  amounts  as  he 

15  determines  to  be  equitable  in  relation  to  the  seriousness  d  the 

16  defftoH. 

17  "  (h)  The  Secretary  is  authorized  to  use  die  capital  funds 

18  and  other  assets  of  the  Commodity  Credit  Corporation  for  the 

19  purpose  of  making  payments  under  this  section  and  to  pay 

20  the  administrative  expenses  necessary  for  carrying  out  thia 

21  section.".  ' 

22  Sec.  602.  Section  16  of  the  Soil  Conservation  and  Do- 

23  mestic  Allotment  Act,  as  amended,  is  amended  by  adding  at 

24  the  end  thereof  a  new  subsection  as  follows: 
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1  "aOSEAQE  DIVEltSION  I'BOaKAM  YOU  SOYBEANS 

2  AND  FLAXSEED 

3  "  (j)  Kotwithslanding  aq;  othci  provi-sion  of  law — 

4  "  ( 1 )  Whenever  the  Secretary  detennines  that  the  total 

5  oombined  stocks  of  soybeans  and  flaxseed  of  the  Commodity 

6  Credit  Corporalioii  (including  such  stocks  under  Qoyernment 

7  loan)  as  of  August  31  of  any  year  (A)  exceed  one  hundred 

8  and  fifty  million  bushels  (including  the  bushel  equivalent  of 

9  any  soybean  and  flaxseed  meal  and  oil  held  by  the  Corpo- 

10  ration) ,  or  (B)  exceed  by  15  per  centum  or  more  the  num- 

11  ber  of  bushels  of  such  commodities  utihzed  (domestic  and 

12  export)  in  the  immediately  preceding  year,  he  shall  formu- 
13.  late  aqd  cany  out  dnring  the  next  crop  year  an  acreage 

14  diveruou  program  for  soybeans  and  flaxseed,  'nithout  regard 

15  to  provisions  which  would  be  applicable  to  the  regular  agri- 

13  cultoral  conservation  prograin,  under  which,  subject  to  such 

17  tenns  and  conditions  as  the  Secretary  detemunes,  conserva- 

18  tion  payments  shall  be  made  to  producers  who  divert  acre- 

19  age  tiom  the  production  of  soybeans  and  flaxseed  to  an 

20  approved  conservation  use  and  increase  their  average  acre- 

21  age  of  crophuid  devoted  in  1967  and  1968  to  deagnated 

22  s<Hl-conserving  crops  or  practices  including  summer  fallow 

23  and  idle  land  by  an  equal  amount.  Payments  shall  be  made 

24  at  such  rate  or  rates  b3  the  Secretary  determines  will  pro- 

25  vide  producers  with  a  fair  and  reasonable  return  for  the  acre- 
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1  age  diverted,  but  not  m  excess  of  50  per  eentam  ctf  the 

2  estimated  basic  ootinty  support  rate,  inchiding  the  lowest  rate 

3  of  payment-in-kind,  on  the  normal  production  of  the  acrea^ 
i  ^Torted  from  the  commodity  on  the  iarm  based  on  tlie  farm 

5  projected  yield  per  acre.  Notwithstanding  the  foregtang  pro- 

6  Tisions,  the  Secretary  may  permit  all  or  any  part  of  such 
1  diverted  acreage  to  be  devoted  to  the  prodnotion  of  guar, 

8  sesame,  8a£9ower,  sunflower,  castor  beans,  mostard  seed, 

9  cnunbe^  and  plantago  ovato,  if  he  determines  that  sndi  pro- 

10  dncdon  (A  the  commodity  is  needed  to  provide  an  adequate 

11  supply,  is  not  lively  to  increase  the  cost  of  the  price  sup- 

12  port  program,  and  will  not  adversely  affect  taim  income  snb- 

13  ject  to  the  condition  that  payment  with  respect  to  diverted 

14  acreage  devoted  to  any  such  crop  shall  be  at  a  rate  deter- 

15  mined  by  the  Secretary  to  be  fair  and  reasonable,  taking 

16  iQto  consideration  the  use  of  such  acreage  for  the  production 
1'^  of  such  crops,  but  in  no  event  shall  the  payment  exceed  one- 
IS  h^  the  rate  which  otherwise  would  be  applicable  if  met 
1^  acreage  were  devoted  to  conservation  uses.  Such  soybean- 

20  flaxseed  div^non  program  shall  require  tiie  producer  to  take 

21  sn^  measures  as  the  Secretary  may  deem  appropriate  to 
^  keep  soch  Averted  acreage  free  firom  enxdon,  insects,  weeds, 
23  and  rodents.  The  acreage  eligible  for  participation  in  the  pro- 
'■^  gram  shall  be  such  acreage  (not  to  exceed  50  per  centum 
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1  of  the  average  acreage  on  the  ham  devoted  to  soybeans  and 

2  flaxseed  in  the  crop  yeara  1967  and  1968  or  twenty-^ve 

3  acres,  idiidievei  is  greater}    as  tlie  Seoretaiy  detenninea 

4  necessaiy  to  aidiieve  tiie  acreage  reduction  goal  for  the  crop. 
^  Payments  may  be  made  in  kind  from  feed  grain  stocks  in 
6  acoordaoce  with  such  rules  and  regulations  as  tlie  Set^vtary 
"^  may  presmbe.  In  determining  the  amount  of  the  payment- 
8  in-kind  in  fee^grains  to  be  made  to  any  producer  the  8eo- 
^  ret&ry  shall  consider  the  feeding  value  erf  soybeans  and  flax- 

10  seed  meal  in  reUtion  to  feed  gruns,  the  yield  per  aa«,  the 

11  eqiuvalent  dollar  value  of  soybeans  and  flaxseed  as  compared 

12  with  feed  grains,  and  sudi  other  factors  as  he  deems  neces- 
18  nrjr  to  arrive  at  a  fair  and  reasoDable  paymmt.  The  Seore- 

14  taiy  may  make  such  adjustments  in  acreage  as  he  detennines 

15  necessary  to  correct  for  abnormal  factors  affecting  prodno- 

16  tioa,  and  to  ^ve  due  cfmsideiation  to  tillable  acreage,  crop- 

17  rotation  practioes,  tjrpes  of  soil,  soil  and  water  oonservation 

18  measures,  and  topt^rapby.  Not^thstanding  any  otlter  pro- 
IE)  vision  (rf  this  paragraph,  the  Secretaiy  may,  upon  unanimous 

20  reqnest  of  the  State  ctHnmittee  established  pursuant  to  section 

21  8  (b)  of  this  Act  adjust  the  soybean-flazseed  bases  for  farms 

22  within  any  State  or  county  to  the  extent  he  determines  such 
%>  adjustment  to  be  necessary  in  order  to  estahli^  fair  and 
^  equitable  soybean-flaxseed  bases  for  farms  within  such  State 
^  or  county.  The  Secretary  shall  make  not  to  exceed  50  per 
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1  ceotom  of  any  payments  to  producers  in  advaoce  of  deter- 

2  miiuition  of  perfonoance. 

3  "(2)  Notwithstanding  any  other  proviuon  of  this  snb- 

4  section,  not  to  exceed  1  per  centum  of  the  estimated  total  soy- 

5  be^-flazseed  bases  for  all  bnns  in  a  State  for  any  year  may 

6  be  rraerred  from '  die  soybean-flazseed  bases  established  for 

7  hrms  in  the  State  for  apportionment  to  fanns  on  which  there 
3  were  no  acreage  devoted  to  soybeans  or  flaxseed  in  the  crop 
9  years  1968  and  1969  on  the  basis  of  the  following  footors: 

10  Suitability  of  the  land  for  the  production  of  soybeans  or  flaa- 

11  seed,  the  past  ^perience  of  the  form  opoator  in  the  produo- 

12  tion  of  soybeans  or  flaxseed,  the  extent  to  which  the  fann 

13  operator  is  dependent  on  income  from  ferming  for  his  live- 
ly Uhood,  Um  production  of  soybeans  or  flaxseed  on  otho'ftrnu 
1^  owned,  operated,  or  controlled  by  die  farm  operator,  and  sadi 
1^  other  iactan  as  the  Secretary  detennines  should  be  considered 
1'^  for  the  purpose  of  establishing  fair  And  equitable  soybcan- 
1^  flaxseed  bases.  An  acreage  equal  to  the  soybean-flaxseed  base 
1^  so  established  for  each  fann  shall  he  deemed  to  have  been 
^  devoted  to  soybeans  and  flaxseed  on  the  farm  b  each  of  the 
^1  vrof  years  1968  and  1969  for'  purposes  of  this  subsection 
^  except  that  producers  on  such  farm  shall  not  be  ^igible  for 
^  conservation  payments  for  the  first  year  for  which  the  soy- 
**  bean-flaxseed  base  is  established. 
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1  "(3)  There  are  hereby  Mtboiixed  to  be  approiniated 

2  ioch  amountt  as  may  be  necettaiy  to  en^le  the  Secretaiy 

5  to  cany  out  tliu  leotioD. 

A  "  (4)  The  Secretary  ihall  proride  by  ngukdona  tot  the 

$  sharing  of  paymentt  ander  this  mbaeotion  amcmg  pndacen 

6  on  the  form  on  a  fair  and  eqoitaMa  bani  and  in  keeping  widi 
3.  flTijit.ing  ooDtraots. 

8  "  (5)   Faymenti  in  kind  of  feed  graint  shall  be  made 

0  through  the  iasnanoe  of  aegoUable  ceitificatot  which  the  CtHn- 

10  modity  Credit  Goi^ioration  shall  redeem  for  feed  gruns  in 

U  aooordaoce  mth  r^olations  prescribed  by  the  Secretary  and, 

12  notwithstanding  any  other  proviaon  of  law,  the  Oonmiodi^ 

13  Credit  CorpoEadon  shall,  in  accordanee.with  r^olationi  pre- 
^^  Kribed  by  tlie  Secretary,  aasist  the  producer  in  the  maiketjng 
^  of  sDch  oerdfioates.  Feed  grains  with  which  Commodity 
^  Credit  Corporation  redeems  certificates  purmant  to  this  para^ 
^"^  graph  shall  be  valued  at  not  less  than  the  current  support 
IS  prim  made  available  through  loans  and  purchases,  plus  rea- 
1^  Mwd>le  carrying  charges^ 

^  "(6)  Notwithstanding  any  other  provision  of  law,  the 

^1  Secretary  may,  by  mutual  agreement  with  the  producer, 

22  terminate  or  modify  any  agreement  previously  entered  into 

^  punraant  to  Has  subse<^ioa  if  he  detemunes  ndi  aodon 

^  necessary  because  of  an  emergency  created  by  drought  or 
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1  other  ^saster,  or  in  order  to  prevent  or  alleviato  a  shortage 

2  in  the  snpplj  of  soybeans  or  flaxseed." 

3  TITLE  Vn— CONSUJiER  PROTECTION  RESERVE 

4  Sbo.  701.  It  is  the  policy  of  the  Congress  to  establish 

5  and  maintain  reserves  of  storable  agricultural  commodities 

6  adequate  to  meet  any  foreseeable  food  and  fiber  shortage 

7  which  mi^t  arise  in  the  Nation  arS  a  consequence  <^  any 

8  natural  disaster,  adverse  food  production  conditions  for  one 

9  or  more  years,  military  actions,  or  other  causes  and  to  asust 

10  othn*  nadons  of  the  worid  in  any  food  or  fiber  emergency. 

11  It  is  further  the  policy  of  Congress  to  establish  sncli  re- 

12  serves  in  years  of  surplus  production  and  to  maintain  them 

13  (0  the  maximum  extent  practicable  in  the  control  of  pro- 

14  dacen,  to  assure  their  segregation  from  the  commercial 
35  maiket  so  that  existence  of  the  reserves  will  not  adversely 
1^  tfaet  the  level  of  market  prices. 

17  Bbc.  TOS.  Whenever,  during  any  marketing  year  the  on- 

18  conmiittcd  stocks  of  wheat,  feed  grainR,  RoyboinR,  or  o<»tton 

19  owned  by  the  Commodity  Credit  Corporation  fall  betow  the 

20  reserve  level  for  such  commodity  specified  below,  the  Corn- 
el modity  Credit  Corporation  may  purchase  at  prevuliog 

22  mai^et  prices  luoh  quantities  of  the  commodity  at  such 

23  timet  and  places  ai  will  effect  the  onteriy  establishment  and 

24  m«ntenance  of  the  Commodity  Credit  Corporation's  stocks 
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1  of  the  CMnmotlity  at  such  reserve  lerel  The  reaeire  level 

2  of  the  commodity  under  ^a  section  for  aay  mariceting  year 

3  shall  be: 


For  wheat... 200  million  bodkela 

For  feed  gnins 15  million  t4His 

PorsojbeanB SB  million  bitshelB 

For  cotton 8  million  b&lM 

4  In  any  marketoig  year  for  any  crop  for  which  the  Secretary 

5  detennines  that  the  estimated  producdon  from  such  crop 

6  will  exceed  estimated  domestic  consumption  and  exports 

7  during  such  marketing  year  by  more  than  10  per  centum, 
S  the  reserve  level  under  this  seotion  shall  be  increased  by 
9  one  hundred  nullion  budiels  for  wheat,  seven  and  a  b^ 

10  nullion  tons  for  feed  grains,  fifteen  million  bushels  for  soy- 

11  beans,  and  one  million  bales  for  cotton. 

12  Sec.  703.  (a)  In  order  to  assure  that  the  Commodity 

13  Credit  CorporalioD  reserve  stocks  of  wheat,  feed  gruns,  soy- 

14  i>eaii8,  and  cotton  will  be  insulated  from  the  market,  when- 

15  ever  the  Commodity  Credit  Corporation's  stocks  of  any  such 
1^  commodity  are  betow  the  level  specified  for  such  commodity 
1*^  in  the  schedule  prescribed  in  subsection  (b)  of  this  section, 
1^  the  Commodity  Credit  Corporation,  notwithstanding  the  pro- 
1^  visions  of  any  other  law,  shall  not  sell  for  unrestricted  do- 
^'^  mestic  use  or  value  for  redemption  of  payment-in-kind  cer- 
^1  tificates  such  commodity  at  less  than  the  price  specified  in 
^  such  schedule. 
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1  (b)  The  following  stock  levels  and  prices  shall  apply 

2  vith  respect  to  the  Commodity  Oredit  Corporatiou: 

3  ^1)  For  wheat,  when  tho  Oommodit;  Credit  Corpora- 

4  don's  uncommitted  stocks  are  not  more  than  two  hundred 

5  miltioQ  bushels,  the  minimum  price  shall  be  100  per  centum 

6  of  the  current  parity  price,  adjusted  for  class,  grade,  and 

7  location,  less  than  current  cost  of  the  marketing  certificate 

8  charged  to  processors. 

9  '  (2)  For  feed  gnuns,  when  the  Commodity  Credit  Cor- 

10  poration's  uncommitted  stocks  are  not  more  than  fifteen  mil- 

11  lion  tuns,  the  minimum  price  shall  be  100  per  centum  <rf  the 

12  ciun-erit  piuity  price,  adjusted  for  class,  grade,  and  location, 

13  less  the  current  price  support  paymmt  rate  with  respect  to 

14  the  maximom  permitted  acreage  for  the  feed  grun. 

15  (3)  For  soybeans,  wherithe  Cwnfliodity  Oredit  CoN 

16  poratioD's  uncommitted  stocks  «%  not  more  than  thirty-five 

17  millicm  bushels,  the  minimum  price  shall  be  100  pvt  centum 

18  of  the  euneot  parity  price,  adjusted  for  class,  grade,  and 

19  location. 

20  (4)  For  cotton,  when  the  Commodity  Credit  Corpora- 
^  tion's  uncommitted  stocks  are  not  more  than  three  million 
^  bales,  the  minimum  price  shall  be  100  per  centum  of  the 
^  cuTTBDt  parity  price,  adjusted  for  class,  grades  uid  location. 
24  8eo.  704.  Notwithstanding  any  other  provision  of  this 


)y  Google 


40 

36 

1  or  luty  other  Act,  tot  111*  purpose  of  effidmt  managemeDt 

2  (rf  the  reserve  atooks,  includrng  rotation  thereof,  Commodi^ 

3  Credit  Corporation  may  sell  any  oommodity  in  its  reserve 

4  at  the  domestic  market  price,  but  any  such  sale  shall  be 

5  offset  by  a  prompt  purobase  of  a  sobstaatially  eqaivalent 

6  quantity  of  eadi  conmodity  at  the  domeetio  tnarket  price. 
f  Sbo.  70fi.  (a)  The  Secretary  shall  make  available  a 
8  program  for  extending  the  maturi^  dates  of  piioe  raippoit 
d  loans  for  any  crop  of  wheat,  feed  gnuni,  Boybeaoa,  or  cotton 

10  if  he  determines  that  the  estimated  production  from  nicb 

U  drop  will  exceed  estimated  domestic  consumption  and  ex- 

13  ports  during  the  maileting  year  for  such  crop.  The  8eo- 

1?  retaiy  shall  estimate  the  production  from  eadi  crop  and  the 

i*  domestio  oooiumptiiui  and  export*  for  the  marketing  year 

1"  t<x  SBoh  crop  within  thittydays  after  the  beginning  of  sudi 

^^  marketing  year  and  at  any  lubsequent  time  dnring  the  mar- 

17  keting  year  what  .he  finds  that  changed  drflomstaDcea  r«- 

18  quire  a  new  estimate.  If  in  any  maAetbg  year  when  the 
IB  Secretary  has  made  such  a  determination,  extended  loans 
K  on  wheat,  feed  gruns,  soybeans,  or  cotton  of  any  crop  are 

21  called  and  the  quantity  of  the  commodity  under  such  ex- 

22  tended  loans  is  not  substantially  offset  by  the  quantity  placed 

23  under  the  extended  loan  program  from  the  current  crop,  the 

24  Oommodity  Oredit  Corporation  shall  purchase  such  addi- 
•^  tional  quandty  of  the  commodity  at  the  prices  specified  in 
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1  nctioii  603  of  this  title  u  will  sabstantially  offtrtthe  qaan- 

2  tity  of  the  commodi^  under  extended  louu  which  are  called. 

3  (b)    ^e  Secretaiy  ahall  m&ke  extended  loan  pro- 

4  gnnu  available  ander  gnbaection  (a)  or  otherwiu  and  ez- 

5  eime  the  ri^t  to  call  extended  loans  in  a  manner  which 

6  will  enable  prodnoen  to  T"*'Tit*'''  at  the  end  of  each  mar- 

7  keting  jear  oarryoTer  itooka  under  nch  programs  of  ap- 
S  proximately  one  handred  and  fifty  nullion  bushels  of  wheat, 
9  seven  and  one-half  nullioD  tons  of  feed  gnuns,  and  twen^ 

10  niilhoD  bushela  of  soybeans.  In  the  case  of  any  marketing 

1^  year  for  any  ovop  for  which  the  Secretary  determines  that 

12  the  estimated  production  will  exceed  domeatio  consumption 

13  aikd  exports  during  such  maritedng  year  by  more  than  10 
^4  per  centum,  the  Secretary  may  conduct  the  program  in  a 
19  manoer  which  will  enable  producers  to  irwintMn  at  the  end 
^^  (si  such  madeting  year  carryover  stocks  of  up  to  two  hon- 
^"^  dred  miUion  boshels  vi  wheat,  fifteen  million  tons  of  feed 
18  grains,  and  thirty-five  milium  bushels  tA  soybeans. 

^  ^c)  Tha  Secretary  shall  c^er  to  enter  into  agreouents 

^  with  producers  andw  which  the  producer  shall  agree  to  k«ep 

^^  such  c<Hiunodity  in  ston^  under  his  control  for  periods  of 

^  not  to  exceed  three  years,  and  the  Secretary  shdl  agree  not  to 

^  call  the  loans  in  such  cases  unless  the  prevsiling  marketing 

^  price  for  the  commodity  has  reached  the  level  at  which  the 
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1  Commodity  Credit  Corpwatioii  may  sell  such  commodity 

^  for  luirestricted  domeBtic  use  under  the  pricing  sciiediile  pt>- 

3  vidcd  in  ge<^on  603  of  the  title  and  the  Secretary  determines 

4  that  tibe  commodi^  b  needed  to  meet  a  Mortage  which  has 

5  nrisen  ag  a  oonsequenoe  oi  a  natural  disaster,  adverse  food 
^  or  fiber  production  ccmditioos  for  one  or  more  years,  military 
'7  actions,  or  other  causes.  Notwithstanding  the  foregoing  re- 
S  strictiong,  the  Secretary  may  call  tiie  loans  in  the  ease  of 
^  commoiUties  which  have  substantially  deteriorated  in  quality 

^^  or  as  to  which  there  is  a  danger  of  loss  or  waste  through 

1^  deterioration  or  spoilage  or  for  the  purpose  of  establishing 

^^  claims  arising  out  of  contract  or  agunst  persons  who  have 

^^  committed  fraud,  misrepresentation,  or  other  wrongful  acts 

14  with  respect  to  the  commodity.  The  Secretary  is  authorized 

15  to  provide  incentives  necessary  to  encourage  tanners  to  store 

16  under  such  agreements  approximately  one  hundred  and  fifty 

17  million  bushels  «f  wheat,  seven  and  five-tenths  nullion  tons 

18  of  feed  grains,  and  twenty  million  bushels  of  soybeans.  To 

19  the  extent  that  the  ((uantity  of  any  commodity  stored  by 

20  producers  under  this  subsection  falls  below  such  level,  the 

21  Commodity  Credit  Corporation  may  purchase  an  additional 

22  <]uantity  of  the  ctMiimodity  to  offset  the  deficiency. 

23  TITLE  VIII-MARKETING  ORDERS 

24  .    Sec.  801.  The  Agricultural  Adjustment  Act  of  1933,  as 

25  amended,  and  a»  recnncted  and  amended  by  the  Agricultural 
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1  Marketing  Agreement  Act  of  1937,  as  amended,  is  further 

2  amended  as  foUows: 

3  (1)  Seetion  8c{2)  is  amended  by  inserting  after  the 

4  third  sfflitence  ending  with  the  words  "Southwest  produo- 

5  tion  area."  the  following:   "Notwithstan^ng  any  ^-  the 

6  commodity,  product,  area,  or  approval  exceptions  or  limita- 
T  tions  in  the  foregoing  sentMices  hereof,  any  agricDhuial 

8  commodity  or  product  thereof,  or  any  regional  or  mai^et 

9  olassifioadon  thereof,  shall  be  eligible  for  an  order,  exempt 
10  from  any  special  approval  required  by  the  preceding  gen- 
ii tences  hereof,  if  after  referendum  <rf  the  affected  producers 

12  of  such  commodity  the  Secretary  finds  that  a  majority  of 

13  such  producers  votbg  in  such  referendum  favor  making 

14  such  commodity  or  prodnct  thereof,  or  the  regional  or  market 
1^  clasnficatiDn  thereof  specified  in  the  referendum,  eli^ble  for 
1^  an  order:  Provided,  however.  That  sucfa  referendum  shaD 
1*^  not  be  reqnired  for  any  commodity  or  product  for  whieii  an 
18  order  otherwise  is  anthorized  under  the  preceding  sentences 
-^  of  (his  subsection  (2)  and  for  which  no  special  approval 
^  or  area  limitation  is  spodfied  therein." 

21  (2)    Sections  8(c)(6)    (A),    (B),    (0),    (D),  and 

^  (E)  are  wnended  by  inserting  ",  spedes  or  other  olassi- 

^  fication"  after  the  words  "grade,  size,  or  quality"  wherever 

^  die  latter  words  appear. 
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1  (3)  Section  8o  (6) ,  as  amended,  is  furllua'  ameoded  by 

2  adding  the  following  at  the  end  thereof : 

3  "(J)   Witii  respect  to  orders  providing  for  "liniTnnin 

4  prices  on  a  clasufied  use  basis  (i)  providing  for  tb«  pay- 

5  ment  to  all  prodaoen  or  associatioiis  'of  prodacen  <A  uniform 

6  mimmiim  prices  for  the  commodity  (HT  product  madceted 

7  by  them  (within  their  allotments,  if  any),  irmpeotive  of 
S  the  use  or  disposition  thereof,  subject,  however,  to  adjust- 
9  ments  specified  by  the  order,  including  but  not  limited  to 

10  adjustments  tor  place  of  production  or  delivery,  grade,  con- 

P-  ditioa,  size,  wuf^t,  qu^^,  or  matority,  or  any  other  ad- 

12  joBtments  found  to  be  appropriate  to  pronde  equity  among 

13  producers,  and  (ii)  providing  a  method  for  making  adjusfc- 

14  ments  in  payments  as  among  handlers  (induing  producers 
1^  who  are  also  handlers) ,  to  the  end  that  the  total  sums  paid 
16  by  each  handler  shall  equal  the  value  ol  the  commodity 
1'^  or  product  purchased  or  acquired  by  him  at  the  cUasified 
1°  use  ?npni">'if"  prices  fixed  porsuant  to  saob.  order." 

1^  (4)  Section  8o(6),  as  amfmded>  is  farther  amraded  by 

^  adding  the  following  at  the  end  thereof : 

^1  "  {K)    NotwithstaniUng  any  other  proviuons  of  this 

22  tith.- 

23  "  (i)  allotting,  or  providing  methods  for  allotting, 
2*  the  quantity  of  such  commodity  or  product  or  any 
2^  grade,  size,  or  quality  thereof,  which  each  prodooer 
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may  be  pennitted  to  maAet  or  dispose  of  in  any  or  all 
mai^ts  or  use  olassifioatioiu  dnring  any  specified  pwiod 
or  periods  <hi  the  basis  of  (a)  the  amount  produced 
or  marieted  by  Buch  producer  or  produced  on  or  mar- 
keted from  die  farm  on  which  he  is  a  prodacer  in  snoh 
prior  period  as  the  Secretary  of  Agricultore  determines 
to  be  representative,  sabject  to  such  adjustment  for 
abnormal  conditions  and  other  bctors  afiEecdng  produc- 
tion or  marketing  as  the  Secretary  may  determine,  or 
(b)  the  current  quaiUities  available  for  marketing  by 
such  producer,  or  (o)  any  combination  of  (&)  and 
(b)  to  the  end  that  the  total  allotment  during  any  specd- 
fifld  period  or  periods  shall  be  i^iportioned  equitably 
among  producers.  Allotments  hereunder  may  be  in 
terms  of  quantities  or  produi^on  from  ^ven  acres  m 
other  prodaction  units.  If  the  Secretary  determines  that 
audi  action  will  hcilitate  &e  administrati<«i  of  a  mar- 
keting order  hereunder  and  will  not  substantially  impair 
the  effective  operation  thereof  he  may  fix,  or  provide 
s  method  for  fixing,  a  minimum  all<dment  applicable 
to  producers  and  producers  whose  production  does  not 
exceed  sudi  minimum  diall  not  be  subject  to  the  regular 
tory  provisions  of  the  older  except  as  prescribed 
thfflcsn; 

"(ii)  any  ]H«daoer  for  wh<Hn  alliriment  is  estab- 
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1  lished  or  refused  under  the  audioiity  of  this  subsection 

2  may  obtain  &  review  of  the  lawfulness  of  his  allotment 

3  as  prescribed  by  the  order  of  the  Secretary  establish- 

4  ing  the  allotment  and  rules  and  regulations  thereunder, 

5  which  shall  constitute  the  escluu.¥e  procedure  for  review 
^  thereof  and  section  6c(15).(A)  of  this  title  shall  not 
"^  *ppiy  thereto.  Under  such  order,  pilea  or  regulations 
^  any  officers  or  employees  of  the  Department  or  any 
9  cunmitteei  or  boards  created  or  demgnated  by  the  Sec- 

10  retary  of  Agriculture  may  be  vested  with  withority  to 

11  perform  any  or  all  Actions  in  connection  with  snch 

12  review  proceedings  including  ruUng  thereon.  CommU- 
1^  tees  or  boards  created  or '  designated  for  this  purpose 

14  shall  be  deemed  agencaea  of  the  Secretary  within  the 

15  meaning  of  subsection  6c(7)  (C)    and  section  10  of 

16  this  title.  The  ruling  upon  such  review  shall  be  final  if 

17  .  in  accordance  with  law,  l%e  producer  may  obtain  a 

18  judicial  review  of  such  ruling  in  accordance  with  the 

19  provisions  of  section  8c{15)  (£}  of  this  title; 

20  "(iii)    when- allotments  for  producers  are  estab- 

21  lished  under  this  subsection  the  order  may  conliun  pro- 

22  visions  allotting  or  providing  a  nietbod  for  allotting  tJie 

23  quantity  wbich  any  handler  may  handle  so  that  any 

24  and  all  handlers  will  be  limited  as  to  any  producer  to 

25  the  allotjnent  established  for  suofa  producer,  and  such 
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1  allotment  shall  consdtute  an  allotment  fixed  for  each 

2  handler  within  the  meaning  of  section  8a  (5)    of  this 

3  title." 

4  {5)  Amend  sec^on  8c  by  adding  at  die  end  thereof  a 

5  newparagraph  (20)  aafollows: 

6  "PBODUCEB  ADVISOBT  COMMITTEES 

7  "(20)   The  Secretaiy  of  Agriealture  may  estabhsh  a 

8  producer  advisory  cwnmittee  with  respect  to  any  commodity, 

9  or  group  of  commodities,  for  which  a  marketing  order  is 

10  potentially  authorized.  Such  ctHnmittee  shall  he  composed 

11  of  producer?  of  the  commodity  or  commodities  for  which 

12  the  committee  is  established.  Such  cwomittees  may  he  called 

13  on  by  the  Secretary  of  Agriculture  to  provide  advice  and 

14  counsel  with  respect  to  the  initiation  of  proceedings  for  the 

15  promulgation  of  a  marketing  agreement  or  mai^eling  order 
1^  for  such  commodity  or  commodities  and  may  also  fonnnlate 
1"^  specific  proposals  for  purposes  of  a  puhHc  hearing  concem- 

18  ing  such  a  proposed  marketing  agreement  or  marketing 

19  order.  The  establishment  of  such  a  committee  shall  not, 
^  however,  be  deemed  necessary  to  the  initiadon  of  any 
^1  snch  proceeding  to  promulgate  a  marketing  agreement  or 
22  marketing  order." 

^  (6)  Amend  section  10(b)  (2)  by  adiUng  at  the  end 

^  thereof  a  new  subparagraph  (iv)  as  follows: 

^  "  (iv)  If  the  order  contuns  provisions  authorized  by 
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1  section  8c  (6)  (K)  it  Bball  provide  that  the  assessments  pay- 

2  able  by  hanilleTB  under  subsectiuu    (u)    shall  initially  be 

3  payable  pro  rata  by  the  producers  of  the  commodi^  to  sooh 

4  handlers  thereof,  who  shall  be  responsible  for  the  ooQeoticHi 

5  thereof  from  producers  and  payment  to  the  autlicm^  iht 

6  agency  established  under  such  order." 

7  6bo.  802.  Nothing  in  this  title  shall  supersede  the  pro- 

8  visions  of  other  statutes  relating  to  maxketiag  quotas,  aore- 

9  age  allotments  or  limitations,  or  price  snpport,  with  respect 

10  to  agricultural  commodities  and  no  action  taken  or  proTiooni 

11  in  an  order  issued  under  tiiis  Utie  shall  be  inconsistent  with 

12  Ae  provisions  of  suc^  other  statutes  or  actions  taken  by  ihQ 

13  Secretary  of  Agriculture  under  such  other  statutes. 
1^  TITLE  IX— CROPLAND  ADJUSTMENT 

^  6bo.  901.  (a)  The  first  sentence  of  seotitm  603(a)  ot 

IQ  the  Food  and  Agriculture  Act  of  1965  b  amended  by  striking 

yj  out  "calendar  years  1965  through  1970"  and  inserting  in  liea 

Ig  thereof  "1965  and  subsequent  calendar  years". 

IQ  (b)  Subsection  (k)  of  section  602  of  such  Act  is  hereby 

2Q  repealed. 

21  TITLE  X-RICE 

23  Sbo.  1001.  The  first  sentence  of  paragraph  (7)  of  seo- 

23  tion  353  (o)  of  the  Agricultural  Adjustment  Act  of  1938i 

24  as  amended,  is  unended  by  striking  ont  "for  1966,  1967, 

25  1968, 1969,  or  1970"  and  inserting  in  lieu  thereof  "(or  1066 
2g  or  any  subsequent  year". 
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STArr  BcFiAirATioH  of  8.  1068 

SRCwr  ExFiMLHAiioir 

TUi  bUl  wrald— 

(1)  proTlde  aothorltr  tor  milk  marketing  research  and  promoUoa  pUni  (In- 
eladlnc  advertlslnK) ,  and  permanenUr  extend  and  amend  tbe  authority  for 
■easoikal  and  Glan  I  Imae  idana,  under  milk  marketing  orders ; 

(3)  repeat  tbe  ezlaUsg  direction  to  support  the  price  of  battertat; 

(3)  make  tbe  wool  program  permanent; 

(4)  provide  price  support  for  corn  at  not  less  than  90  percent  of  parltr  of 
«Alcb  at  least  $1.16  per  trashel  would  be  In  the  form  of  a  loan  (Current  taw 
mwrldea  lor  support  at  such  level  from  6G  to  90  percent  of  parity  when  an 
acreage  dlrersioii  program  is  In  effect  as  is  necessary  to  achieve  acreage  rednc- 
tloa  goal,  with  audi  poiti<»i  being  In  the  form  of  payments  as  wlU  assure  benefits 
UHuing  primarily  to  cooperating  producers.  If  diversion  program  1h  not  In  effect 
cnneiit  taw  provides  for  support  at  such  level  fnun  60  to  90  percent  of  parity 
aa  will  not  iocreaae  CCG  stocks. ) 

<B)  require,  ratlier  Oian  permit,  advance  payment  of  up  to  50  percent  ot  feed 
grain  price  support  payments ; 

<fl)  pitdilHt  reduction  of  any  farm  projected  feed  grain  or  wheat  yield  by 
more  ttum  5  percent  per  year  t^  reason  of  natural  diaaster  caused  yldid 
reduction; 

<T)  make  tbe  remainder  of  tbe  current  feed  grain  program  authority  per- 


<8)  make  tbe  cotton  program  authority  permanent  (except  for  the  CCO  reaale 
price  restrlctiona  of  section  407  of  the  Agriculture  Act  of  1M9,  which  require 
CXXj  to  make  available  for  unrestricted  use  at  current  market  prices  h  quantity 
eiinal  to  that  by  which  production  la  lees  than  domestic  and  export  requirements)  ; 

(ft)  provide  price  si4)port  for  (I)  domestic  certificate  wheat  at  parity  (Instead 
(rfas  near  thereto  as  practicable) ;  (11)  export  certificate  wheat  at  from  Q6  to  90 
percent  of  parity  (instead  of  on  a  variable  certificate  basis  reflecting  wortd 
prices)  ;  and  (ill)  non-certiflcate  wheat  at  not  less  than  SUS  per  bush^ 
net  of  etorage  and  interest  costs  (instead  ot  0  to  parity)  ; 

(10)  provide  for  Isauance  ot  wbeat  export  marketing  certlflcatea  on  a  nnmber 
«(  btubela  equal  to  not  less  than  40  percent  of  tbe  total  number  produced 
dMnetically ; 

in)  repeal  section  107(2)  of  the  Agricultural  Act  of  1M9,  which  aasnres 
wbeat  producers  of  a  total  return  per  bushel  at  least  equal  to  that  for  1966 
wbeoerer  tbe  diversion  factor  is  not  less  than  10  percent; 

(12)  require  payment  to  wheat  producers  at  time  of  program  sign-up  ot  an 
amount  equal  to  not  lees  than  60  percent  ot  the  face  value  ot  tbe  domestic  and 
export  certificates  to  be  issued  to  tbem ; 

(13)  otherwise  make  the  existinK  wheat  program  authority  permanent; 

(14)  provide  price  support  for  soybeans  and  flaxseed  at  not  leas  than  IS 
percent  of  parity  whenever  an  acreage  dlverslou  program  is  in  effect,  condl- 
tlcaed  upon  comidlance  with  the  diversion  program,  and  with  part  of  the  snp- 
prnt  in  the  form  of  teed  grain  payment  in  kind  certificates : 

(15)  proTlda  tor  a  soybesn-ttaxseed  acreage  diverslwi  program  whenever 
COC  stocks  (Induding  loan  stocks)  erceeA  prescribed  limits; 

(16)  provide  for  a  commodity  reserve  program  few  wheat,  feed  grains,  soy- 
beoiis  and  cotton; 

(17)  anwnd  the  marketing  order  taw  to— 

(•>  extend  nwrketing  order  aatbority  to  any  agricultural  commodity  or 
prodoet  thereof  (inclnding  a.  canned  or  froien  product),  and  exempt  any 
commodity  or  product  from  current  excepUone  and  processor  or  other  ap- 
proval requirements,  if  the  Secretary  determines  by  referendum  that  a 
maJorMy  of  tbe  affected  producers  approve  such  extension ; 

(b)  inovlde  for  regulation  of  commodities  other  than  milk  by  "spedes, 
or  other  ctassificatlon''  as  well  as  "grade,  size,  or  quality" ; 

(«)  provide  for  producer  allotments  for  commodities  other  than  milk; 

(d)  provide  for  producer  advisory  committees ;  and 

(a)  provide  for  assessments  against  producers  In  the  case  of  orders  pro- 
vldliui  tor  producer  allotments ; 

(18)  make  tlie  Cropland  Adjustment  Program  permanent  and  repeal  tbe  |2QS 
millicm  limit  (m  new  contracts  each  year  imposed  tv  section  e02(k)  of  tbe  Food 
and  AgrlcQltore  Act  ta  1966 ;  and 
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<t9)  extend  to  all  futnn  rice  crop*,  the  provlsloiu  of  section  35S(e)  (7)  ci 
tbe  Agrlcultaral  Adjustment  Art  of  1938,  which  require  a  rice  acreage  dlTerrton 
program  whenever  the  national  allotment  is  reduced  below  that  for  1965. 

spokbob'b  ebtiuateb  or  ApDrnoKAi,  costs  ihtdeb  nix 


AMitional  coitt 
Title :  '<*  tftHMw 

Title  III— Feed  grains ISCO. 

Title  V— Wheat 270. 

TlUe  VI— Soybeans  and  flaxseed 925  to  S86. 

Total $660  to  9M0. 

rUBTHEB  SXPLAHATION  OF  TITLE  I 

TlUe  I  of  the  UIl  is  Bimllat  to  S.  4004  of  Uie  OOth  CongreM  on  irtUch  tills 
Committee  held  hearingB  In  1068.  It  would  prortde  authority  for  milk  markeUag 
research  and  promotion  programs  (including  advertising),  amend  the  authority 
for  base  plana  nnder  milk  marketing  orders  to  provide  separately  tor  seasonal 
base  plans  (clause  (d))  and  Class  I  base  plans  (clause  (e)),  and  make  such 
authority  permanent.  In  addition,  unlike  S.  4064,  It  would  r^ieal  the  present 
requirement  for  support  of  the  price  of  huttertat. 

The  proposed  seasonal  base  plan  provision  dlftera  from  existing  law  In  that — 

(A)  the  90-called  LoulsrlUe  plan  under  which  handler  payments  accumu- 
late in  one  period  for  disbursement  In  another  would  be  expressly  authorised, 

(B)  bloc  voting  by  a  cooperative  of  Its  members  would  be  permitted,  and 

(C)  transfers  of  l^ses  would  not  be  authorised. 

The  proposed  Class  I  base  plAu  provision  dltCera  from  existing  law  In  that  it 
would— 

(A)  permit  use  of  a  moving  base  period  to  allow  old  producers  to  share 
in  market  expansion  and  new  producers  to  obtain  bases  other  than  by  par- 
chaae  or  through  n^rket  expansion, 

(B)  permit  reduction  of  producer  trases  for  failure  to  deliver  base  idIUe, 

<0)  provide  general  authority  to  establish  bases  for  new  producers  and 
baidship  cases. 
Individual  voting  would  continue  to  be  required  for  Class  I  base  plans,  and  au- 
thority for  transfer  of  Class  I  bases  would  remain  effective. 

Title  I  would  also  make  i>emianent  the  provisions  of  section  102  of  the  Food 
and  Agriculture  Act  of  1965  authorizing  separate  marketing  orders  for  manu- 
facturing milk. 

SUOOKSTEO  TECHNICAL  AUBNDUEMT8  TO  TITLE  I 

Bxcept  with  respect  to  so«alled  I^ulsvllle  plans,  the  language  of  section  8c(3) 
(d)  of  the  Agricultural  Adjustment  Act,  as  It  would  be  amended  by  tlie  bill  Is 
generally  similar  to  the  language  of  that  section  prior  to  enactment  of  the  Food 
and  Agriculture  Act  of  19Kj.  That  language  was  construed  by  the  Deiwrtment 
of  Agriculture  as  authorizing  only  seasonal  base  plans,  but  this  committee  lu  Its 
report  on  8.  1919  construed  It  as  also  authorising  Class  I  bane  plana.  If.  as  we 
underatand  to  be  the  case,  the  Intent  is  to  restrict  section  8c(5)  (d)  to  seasonal 
plans,  this  might  be  made  clear  by  amending  wctlon  8c(S)  (d)  to  read  as  follows : 
"(d)  further  adjoetnient  to  encourage  seasonal  adjustments  in  the  productton  of 
milk  through  (1)  equitable  apportionment  of  the  total  value  of  the  milk  pur- 
chased by  any  handler,  or  by  all  liandlers,  among  producers  and  associations  of 
producers,  on  the  basis  of  their  marketings  of  milk  during  a  repreeentatlve  period 
of  time,  wtitch  need  not  be  limited  to  one  year,  or  (11)  the  accumulation  and  dlti- 
bursement  of  a  fund,  or  (III)  both  of  the  foregoing,". 

On  page  3,  line  26,  "sections"  should  be  "section". 

On  page  5,  line  18,  "as"  should  be  "la". 

On  page  5,  Une  24,  "my"  should  be  "may". 
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Tbe  language  of  section  10&(a)  td  the  Agricultural  Act  of  1M9,  a^  it  would  be 
UDended  b7  secthm  301  of  the  bill  goggeata  tliat  there  would  be  a.  "national  aver- 
ace"  aupiwrt  rate  for  com,  but  a.  loan  rate  of  not  less  than  $L15  per  buahel,  not 
ATMaged-  Tbe  wonla  "a  national  average  rate  or'  are  not  needed  to  describe  tbe 
anKKwt  price  since  section  403  of  the  IM9  Act  provides  for  appropriate  adjust- 
ment ot  the  support  price.  They  might,  however,  be  inserted  to  describe  the  loan 
rate  to  make  It  clear  that  a  nfitionai  average  rate  of  $1.15  Is  Intended,  If  that  is 
tbAca«e. 

SUOOESTED    TECHmOAL    AMKHDUXnTS    TO    TITLE    V 

Tbe  provision  of  sectirai  107(1)  (A)  of  tbe  Agricultural  Act  of  1H&,  as  it 
woold  be  amended  by  section  501  of  the  bill,  for  wheat  export  marketlug  ceitU- 
icatea  may  require  careful  and  possibly  extensive  additional  amendment  of  the 
law  to  provide  for  such  matters  as  modification  (if  that  is  desired)  of  the  present 
Tarisble  export  certificate  requirement  with  respect  to  exporters  In  the  second 
aenteoce  of  section  370d(b)  of  the  Agricultural  Adjustment  Act  of  1988,  pro- 
viidcm  for  disbrlbntlon  to  producers,  face  value,  and  other  matters.  Consider- 
atlon  ahonld  be  given  to  inclusion  of  such  export  certificate  wheat  In  tbe  wheat 
mariietlng  allocation,  to  be  based  on  the  projected  yield  of  the  acreage  allotment, 
nther  than  on  the  number  of  bushels  produced  domestically.  Under  the  tilll 
exce«Blve  production  by  allotment  violators  would  Increase  the  number  of  export 
eertiflcates  to  be  Issued  to  program  cooperators. 

The  language  with  respect  to  subtraction  of  storage  and  interest  costs  of 
aectlOB  10T(2)  of  tbe  Agricultural  Act  of  1949,  as  it  would  be  amended  by  sec- 
tion 601  of  the  bill  should  be  clarified-  It  is  not  clear  what  the;  ate  to  be  sub- 
tracted from.  Presumably  the  Intention  la  that  all  EPtorage  costs  (including  fann 
atMage  costs)  after  the  making  of  the  loan  are  to  be  paid  for  by  the  Oovemment 
We  do  not  Imow  what  Interest  costs  are  to  I>e  subtracted. 

Section  502(6)  provides  for  payment  In  cash  of  an  amount  "eonal  to"  not 
teas  than  50  percent  of  the  face  value  of  the  ceriiflcatee  to  be  issued.  It  shoold 
be  made  clear  that  this  paym^it  Is  to  be  in  lien  of  such  certificates  rather  than 
in  addltkm  to  them. 

In  section  508(1)  of  the  blU  "1966"  shonld  be  changed  to  "19M"  eac^  i^ce 
it  occurs. 

BUOOXaTBD  TTOHNICAL  AlfBNDMEHT  OF  TITIK  VI 

On  pa^eSl,  line  8,  "acreage"  shonld  be  "acnages". 

FUBTHEB   EZPL&KATIOn   OF  TITLB  VU 

Title  Til  is  sabstantlallj  identical  (except  as  to  cotton)  to  tbe  Honrone; 
Amendment  (No.  882  to  S.  3680,  90th  Congress,  which  the  Senate  rejected  hj  a 
vote  <4  26  to  48  on  July  20, 1968. 

Title  VII  provides  for  three  types  of  reserves  to  be  held  respectively  by  (1) 
CCC,  (2)  prodncers  under  extended  loan  programs,  and  (3)  producers  under  8 
year  extended  loan  agreements,  as  follows : 

(A)  OOC  Beservea  would,  for  the  puri»ose  of  resale  restrictions  under  section 
TOO  be  as  follows : 

Wheat  (mllUon  bushels) 200 

Iteed  grains  (million  tons) 16 

Bivbeans    (million   bushels) 3D 

Cotton   (million  bales) 3 

CCC  would  be  anthoriied  to  purchase  at  market  prices  to  bring  Its  uncom- 
mitted stocks  to  thes«  levels.  When  Its  uncommitted  stocks  of  any  such  com- 
modity were  below  such  level,  it  could  not  sell  such  commodity  for  unrestricted 
domestic  use  at  less  than  the  following  minimum  price,  adjusted  for  class, 
grade,  and  location: 

Wheat Parity,  less  the  current  coat 

of  marketing  certificates  to 
processors. 

Feed  grains Parity,  less  the  current  fvlce 

support  payment  rate  with 

respect     to     the     mnTtminn 

permitted  acreage. 

Soybeans  Parity. 

Cotton Parity. 
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For  tbe  purpose  of  pnrchaaea,  bnt  not  for  the  parpoM  oC  resale  price  leatric- 
tioDs.  any  such  reserve  conld  be  increased — 

(1)  pnranant  to  aection  702  b;  tbe  following  qnantity  In  any  year  In  wUcb 
domestic  prodnetlon  exceeds  domestic  consamptlon  and  exporta  by  more  tlian 
10  pei«ent: 

Wbeat  (million  bushels) 100 

Feed  xralns  (ffllUion  tons) - —      7.5 

~ 16 

1 

(2)  pnraoaiit  to  section  706(a)  by  a  quantity  snlBcient  to  offset  the  quantity 
ander  extended  loans  which  are  called  In  any  year  in  wfalcb  (1)  prodnetlon 
will  exceed  domestic  consumption  and  exports,  and  (11)  the  quantity  under 
extended  loans  that  are  called  la  not  sobatantially  offset  by  tbe  quantity 
placed  under  extended  loans  from  tbe  current  crop;  and 

(3)  pursuant  to  section  706(c)  by  tbe  amount  by  which  tbe  quantity  atoced 
by  producers  tinder  3  year  extended  loan  agreemaits  was  less  than  ISO  mUltoi 
bushels  in  the  case  of  wheat,  7.6  million  tons  In  tbe  case  of  feed  srains.  and 
20  million  bnsbels  In  tbe  case  of  soybeans. 

Tlius.  for  example,  the  maximum  wheat  reserve  autboriied  to  be  acquired 
by  CXX;  under  the  bill  could  be  up  to  060  million  bushds  as  follows: 

(a)  Regular  reserve  authorlied  by  section  702  (subject  to  resale  restric- 
tion under  section  3),  200  million  bushels. 

(6)  Additional  reserve  authorised  by  section  702  in  certain  years,  100 
million  bushels. 

(e)   Additional  reserve  required  by  section  T06(a)  in  certain  years  to 
replace  called  extended  loans,  up  to  200  million  bn^els. 

(i)  Additional  reserve  authorised  by  section  706(c),  np  to  160  mlUloo 

bushels. 

It  may  be  noted  that  purc4iasee  are  required  by  section  706(a),  but  only 

authorised  by  other  provisions,  and  that  purchases  are  required  by  section 

70&(a)    to  offset  tbe  deficiency  resulting  from  called  loans  without  re^rd 

to  tbe  amount  of  wbeat  delivered  to  GCG  on  account  of  called  loans. 

The  excess  of  the  reserve  over  200  million  bushels  could  be  sold  wlttaont 
regard  to  tbe  resale  price  restrictions  contained  in  section  703  of  tbe  bllL  It 
should  also  be  noted  that  the  resale  restriction  (section  703)  requires  only 
that  COG  "shall  not  sell  for  unrestricted  domestic  use.  Technically,  a  sale 
of  wbeat  to  be  used  exclusively  in  the  production  of  flour  would  not  t>e  a  sale 
"for  unrestricted  domestic  use"  and  would  not  be  subject  to  the  price  restric- 
tions of  the  bill.  The  reserves  would  not  therefore  be  effectlTely  insalated 
from  tbe  market. 

(B)  tmteruled  producer  Hum  retervet  would  apparently  be  as  foUows  under 
secUtm  106(b)  : 

QinnUtf  il  and  ef  nurliflinl  iwr 
tor  Mkii  imdHctton  (xctMcd 

CommiKlltir  porU  br  nwraUun  10  ptitaiit         QuintitrilMlnrtlBiti 

WHMt 100,000,1X10  buriMb 19IL000,I«I  buM). 

FMdmin isMtiaoton isSSmtoM. 

S«rbnM 30.000.000  builwli. 10,000,000  hiriMi. 

Section  706  (a)  provides  for  extended  loans  for  any  cr<op  If  the  Secretary 
"determines  tbat  the  estimated  production  from  sut^  crop  wlU  exceed  esti- 
mated domestic  consumption  end  exports  during  the  marketing  year  for  sui^ 
crop."  Section  706  (b)  provides  for  extended  loans  "under  subsection  (a)  or 
otherwise."  These  prUvlslons  appear  to  conflict  and  tlie  use  of  the  words  "or 
otherwise"  appear  to  require  an  extended  loan  program  without  regard  to  pro- 
duction and  disappearance  llguree. 

(G)  Tliree  Tear  Storage  AgreemenU  could  be  made  available  to  producers 
under  section  706  (c)  to  cover  the  following : 

Wheat  (mllUon  bushels) IBO 

■"eed  grains  (millfon  tons) 7.6 

Soybeans    (inllllon  bushels) 20 
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On  pttie  25,  line  7,  "than"  stNmld  be  "tie". 
On  pa«e  27,  line  1,  "602"  dionld  be  "702". 
Onvage  28,  Une  3,  "603"  sbould  be  "703". 

lUBTHEB  XZPLANATION  ■»  TITLE  vm 

Title  Till  contalna  most  of  tbe  provietons  of  Titl«  IX  of  S.  3S90,  90th  Con- 
gmm,  as  that  bill  wae  latroduced.  Tills  Committee  recommended  deletion  of 
Title  IX  and  t^t  recommendation  wbb  accepted  br  the  Sen&te. 

BUOGESTED  lECHDlCU.  AHENDHENTB  TO  TITUC  THI 

On  page  28,  Une  24,  "of  1933"  should  be  etrlcben. 

Section  801  (3)  is  meafllngleSB  and  ehould  be  etricken,  since  it  deals  with 
orders  ft>r  cMnmodltlee  other  ttian  mlllt  ppovldlng  for  minimum  prices.  There 
it  no  entbority  for  orders  providing  for  minimum  prices,  ercept  In  the  case 
of  milk.  Section  90e  of  8.  3500  would  have  proTlded  «uch  anthoritr  but  ttmt 
put  <rf  section  906  wMcb  would  have  proTided  such  authority  ia  not  lochided 
hi8.308& 


Be  it  etMMfed  by  the  Senate  and  Houte  of  Repretentalivet  of  the  United  Btatei 
of  America  te  Conffresi  lutemJiled,  That  this  Act  maf  be  cited  as  the  "A^cnl- 
tDnlActori970." 

TITLE  I— rBED  QEAINS 

Ssa  101.  BSectlTe  beginning  with  the  1071  crop  of  feed  grains,  section  105 
at  tbe  A^cnltnral  Act  of  1949,  as  amended,  is  further  amended  to  read  as 
Mlows: 

"Sbo.  lOH.  Notwithstanding  any  ottier  provlelon  Of  law^ 

"(■jd)  The  Secretary  ehall  make  available  to  producers  loans  and  pnt- 
«)iase«  on  each  crop  of  corn  at  wadx  level,  not  In  excess  of  90  per  centum  of  tbe 
pwrlty  price  therefor,  as  the  Secretary  determines  will  encourage  the  ezpmta- 
tloD  of  feed  grains  and  not  result  in  esceeslve  total  stocks  of  feed  grains  In 
tbe  Onlted  States. 

"(2)  The  Secretary  shall  make  available  to  prodncers  loans  and  purchases 
on  endi  crop  of  grain  sorghums,  barley,  oats  aud  rye,  respectively,  at  such  level 
M  the  SecretaiT  determines  Is  fair  and  nasonable  in  relation  to  the  level  that 
hwis  and  purchases  aire  mftde  available  for  com,  taking  Into  conBlderati<m  the 
teedlns  rslne  of  sudi  commodity  in  relation  to  com  and  the  other  factora  sped- 
Sed  in  section  401(b). 

"(b)  (1)  In  addition,  the  Secretary  riiall  make  available  to  prodncers  payments 
tor  es(A  crop  of  com,  grain  sorghums  and.  If  designated  by  the  Secretary,  bariey, 
Rspectlvriy,  at  sncb  rate  as  he  determines  fair  and  reaaonable  taking  Into  con- 
^deration  (1)  farm  Income,  (il)  tbe  need  to  assure  that  tbe  benefits  of  the  pro- 
gram Inure  primarily  to  those  producers  wbo  cooperate  In  tbe  program  provided 
in  this  section,  (111)  tbe  need  to  maintain  a  desirable  balance  among  the  acreages 
dsroted  to  the  vaiions  commodities  for  which  loans  are  made  available  under 
tUs  Act,  and  (Iv)'  in  tbe  case  of  grain  sorghums  and,  if  designated  by  the 
Sscretary,  barley,  the  rate  at  wblcfa  payments  are  made  available  for  com.  The 
pajment  rate  for  com  shall  not  be  more  than  26  per  centum  of  the  parity  price 
therefor  for  the  month  In  which  the  announcement  of  the  rate  Is  made. 

''(2)  The  payments  with  respect  to  a  farm  shall  be  made  available  on  SO  per 
mtnm  at  the  feed  grain  base  for  The  farm  and  shall  be  CMnpnted  on  the  basis  of 
tbe  yield  establisbed  for  the  farm  for  the  preceding  crop  with  sa(%  adjustments 
■s  tbe  Secretary  determines  neceamry  to  provide  a  fair  and  equitable  yield. 

"<8)  If  for  any  crop  the  total  acreage  on  a  farm  planted  to  feed  grains  included 
ia  the  program  formulated  under  this  subsection  is  less  than  the  portion  of  the 
tMd  grain  base  for  the  ftirm  on  which  payments  are  available  under  this  subsec- 
tion, the  feed  grain  base  used  as  a  base  for  tbe  fllrm  for  the  succeeding  crop 
rtiall  be  reduced  by  the  percentage  by  which  the  planted  acreage  Is  lees  than  such 
portlcm  of  tbe  feed  grain  base  for  the  farm,  but  such  reduction  shall  not  exceed 
30  per  centum  of  the  feed  grain  base  for  the  preceding  crop.  If  no  acreage  has  been 
planted  to  snch  feed  grains  for  tour  consecutive  crop  yeara  on  any  farm  which 
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has  a  teed  grain  bsse,  audi  farm  shall  lose  Ito  teed  gnin  base.  Prodncen  on 
any  farm  who  bare  planted  to  such  grains  not  letm  than  90  per  centtun  of  the 
portion  of  the  feed  grain  base  on  which  paymenta  are  made  available  shall  be 
considered  to  have  planted  an  acreage  equal  to  100  per  centum  of  such  portion. 
An  acreage  on  the  farm  which  the  Secretarj'  determines  waa  not  [danted  to  such 
teed  grains  tiecauee  of  drought,  flood,  or  other  natural  disaxter  or  condition 
beyond  the  control  of  the  producer  shall  be  considered  to  be  an  acreage  of  feed 
grains  planted  for  harveiit.  For  the  purpose  of  this  paragraph,  the  Secretary  may 
permit  producers  of  feed  grains  to  have  acreage  devoted  to  aoyt^eans  considered  as 
devoted  to  the  production  of  such  feed  graioa  to  such  extent  and  Bubject  to  such 
terms  and  conditions  as  the  Secretary  dctennlnea  will  not  impair  the  ^ective 
operation  of  the  feed  grain  or  xoybean  program  . 

"(c)  (1)  The  Secretary  shall  provide  for  a  net-aelde  of  cropland  If  he  detenninea 
that  the  total  supply  of  feed  grains  and  other  commodttJes  will,  in  the  absence  of 
aucdi  a  Beft-aslde,  likely  be  ezceaslve  taking  into  account  the  need  for  an  adequate 
carryover  to  maintain  reasonable  and  stable  supplies  and  prices  of  feed  gralnn 
and  to  meet  a  national  emergency.  If  a  set-aside  of  cropland  is  in  effect  under 
this  subsection  (c),  then  as  a  condition  of  eligibility  for  loans  and  paym^itii 
on  com,  grain  sor^ume  and.  If  designated  by  the  Secretary,  barley,  respectively, 
the  producers  on  a  farm  must  set  aside  and  devote  to  approved  conservation  uaea 
an  acreage  of  cropland  equal  to  (t)  such  percentage  of  the  feed  grain  base  for 
tbebirm  as  may  be  specified  by  the  Secretary,  plus  (ii)  the  acreage  of  cropiand 
on  tbe  farm  devoted  In  preceding  years  to  soil -conserving  uses,  as  determined  by 
the  Secretary.  Tlie  Secretary  ts  authorized  for  the  1971  and  1972  crops  to  limit 
the  acreage  planted  to  feed  grains  on  the  farm  to  snch  percentage  ol  tbe  teed 
grain  base  as  he  determines  necessary  to  provide  an  orderly  trandtlon  to  Ok 
program  provided  for  under  this  section.  The  Secretary  may  pemK  producers  to 
plant  commodities  on  tbe  set-aside  aceage  to  snch  extent  and  subject  to  snch 
terms  and  oondidoos  as  he  may  prescribe  if  he  determines  such  action  necessary 
because  of  an  emergency  created  by  dongbt  or  other  disaster,  or  in  order  to  iM«Tent 
or  alleviate  a  shortage  fn  the  supply  of  such  commodities. 

"(2)  To  assist  In  adjusting  the  acreage  of  commoilitiee  to  desirable  goals,  the 
Secretary  may  make  land  dlveralon  payments,  in  addition  to  the  payments  au- 
thorized In  snbeectlon  (b),  to  producers  on  a  farm  who,  to  tbe  extent  prescribed 
by  the  Secretary,  devote  to  approved  ccKiaervation  uses  an  acreage  of  cropland  on 
the  farm  In  addition  to  that  required  to  be  so  devoted  under  subsection  (c)  (1). 
Tbe  land  diversion  payments  for  a  farm  shall  be  at  snch  rate  or  rates  as  tlie 
Se<^etary  determines  to  be  fair  and  reasonable  taking  Into  constderatfon  the 
diversion  undertaken  by  the  producers  and  the  productivity  of  the  acreage  di- 
verted. The  Secretary  shall  Umlt  the  total  acreage  to  be  diverted  under  asree- 
ments  In  any  county  or  local  community  so  as  not  to  adversely  affect  the  economy 
of  tbe  county  or  local  community. 

"(S)  The  feed  grain  program  formnlated  under  this  section  shall  require  tbe 
producer  to  take  such  measures  as  the  Secretary  may  deem  appropriate  to  pro- 
tect the  set-aside  acreage  and  the  additional  diverted  acreage  from  erosion,  In- 
sects, weeds,  and  rodents.  Such  acreage  may  be  devoted  to  wildlife  food  plota  or 
wildlife  baMtat  in  conformity  with  standards  established  by  the  Secretary 
In  consnltadon  with  wildlife  agencies.  The  Secretary  may  provide  for  an  addi- 
tional payment  on  such  acreage  in  an  amount  determined  by  the  Secretary  to  be 
aivropriate  In  relation  to  the  benefit  to  tbe  general  public  if  the  producer  agree* 
to  permit,  without  other  compensation,  access  to  all  or  such  portion  of  the  tanu 
as  the  Secretary  may  prescribe  by  the  general  public,  for  hunting,  trapping, 
fishing,  and  hiking,  subject  to  ai^llcable  State  and  Federal  regulations. 

"(4)  If  the  operator  of  tbe  farm  desires  to  participate  in  tbe  program  formu- 
lated under  this  section,  be  shall  flle  his  agreement  to  do  so  no  later  than  such 
date  as  the  Secretary  may  prescribe.  Loans  and  purchases  on  feed  grains  In- 
cluded in  the  set-aside  program  and  payments  under  this  section  shall  be  made 
available  to  producers  on  such  farm  only  if  the  producers  set  aside  and  divert 
an  acreage  on  the  farm  equal  to  the  number  of  acres  which  the  operator  agrees  to 
set  aside  and  divert,  and  the  agreement  shall  so  provide.  The  Secretary  may,  by 
mutual  agreement  with  the  producer,  terminate  or  modify  any  snch  agreement 
entered  Into  pursuant  to  this  subsection  (c)(4)  if  be  determines  such  action 
necessary  because  of  an  emergency  created  by  drought  or  other  disaster,  or  in 
order  to  prevent  or  alleviate  a  shortage  in  the  supply  of  agricultural  commodities. 
"(d)  (1)  If  the  total  amount  of  payments  which  a  person  would,  in  the  ab- 
sence of  tblfl  flobeectlon,  l>e  entitled  to  receive  under  tbe  loogram  canted  ont  tor 
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UI7  Tear  nnder  sobsectloia  (b)  and  (c)  would  exceed  $20,000,  tbat  portion  of 
tbe  total  parmeDt  wMdi  is  Indnded  within  the  following  Intervals  shall  be 
redoced  aa  follows : 


Interval:  iferettt) 

«ao,ooo  to  $40,000 10 

HO.O0O  to  160,000 20 

900,000  to  $80,000 80 

$80,000  to  $100,000 40 

(100.000  to  $120.000 BO 

$120,000  to  $140,000 60 

$140,000  to  $160,000 70 

$160,000  to  $180,000 80 

$180,000  to  $200,000 00 

More  than  $200,000 100 

"(2)  If  It  la  determined  that  the  total  amount  of  pajmentB  which  will  be 
earned  l^  any  person  under  the  program  In  effect  for  any  crop  under  subeections 
(b)  and  (c)  will  be  redut^ed  under  this  sutisectlon,  the  set-aaide  acreage  for  the 
bnn  or  tanna  on  which  snch  person  will  be  sharing'  in  payments  earned  under 
audi  program  shall  be  reduced  to  such  extent  and  In  snch  manner  as  the  Secre- 
tary determines  will  be  fair  and  reasonable  in  relation  to  the  amount  of  the 
payment  redaction. 

"(3)  The  i^:nlatloDS  issued  to  carry  out  this  section  shall  contain  suCh  pro- 
Tlalons  MB  the  Secretary  determines  necesaary  to  prevent  eraaion  ot  the  foregoing 
limitation. 

"<«)  Hie  Secretary  ahaU  provide  for  the  sharing  of  payments  under  this  nec- 
thn  among  producers  on  the  farm  on  a  fair  and  equitable  basla. 

"(f )  (1)  Tvr  tbe  purpoee  of  this  section,  the  feed  grain  base  shall  be  the  average 
aeraace  deiroted  mi  tbe  farm  to  com,  grain  sorghums  and,  if  designated  by  the 
SecreUry,  barley  In  1068  and  1960. 

"(2)  l^e  Secretaiy  may  make  such  adjustments  In  acreage  under  this  section 
as  he  determines  necessary  to  correct  for  abnormal  factors  affecting  production, 
and  to  give  due  omslderatlon  to  tillable  acreage,  crop-rotatlon  pratlces,  tyiies  of 
•DO,  acrfl  and  water  conservation  measures,  and  topography,  and  fn  addition.  In 
the  case  of  conserving  nse  acreages  to  such  other  factors  as  he  deems  necessary 
in  order  Co  establish  a  fair  and  equitable  conserving  nse  acreage  for  the  farm. 
NotwIIJistandlng  any  other  provision  of  this  subsection,  the  feed  grain  base  for 
the  tann  ahall  be  adjusted  downward  to  the  extent  required  by  subsectl<m 
lb)  (8). 

"(S)  Notwithstanding  any  other  provision  of  this  subsection,  not  to  exceed  <Kie 
per  centom  at  the  estimated  total  feed  grain  bases  for  all  farms  In  a  'State  for 
any  year  may  be  reserved  from  tbe  feed  grain  bases  established  for  farms  In  the 
State  for  apportlotmient  to  farms  on  which  there  were  no  acreages  devoted  to 
tad  gnlns  In  the  crop  yeare  19S&  and  1900  on  the  basis  d  the  following  fantors : 
•ultabUitT  of  the  land  for  the  production  of  feed  grains,  the  extent  to  which  the 
bim  operator  la  dependent  on  Income  from  farming  for  his  livelihood,  the  pro- 
dncthMi  of  feed  grains  on  other  farms  owned,  operated,  or  controlled  by  the  term 
spccatm:,  and  socb  other  factors  as  the  Secretary  determines  should  be  consldwed 
for  tbe  porpoae  of  establishing  fair  and  eqnitable  feed  grain  t>ases.  No  part  ot 
«Mb  leaerve  shall  be  allocated  to  a  farm  to  reflect  new  cropland  brouf^t  Into 
ivodnction  after  the  date  of  enactment  of  tbe  set-aside  program  for  feed  grains. 
An  acreage  eqnal  to  the  feed  grain  base  so  estaMlshed  for  each  farm  shall  be 
dMmed  to  bare  been  devoted  to  feed  grains  on  the  farm  In  each  of  the  crop  years 
1100  and  1960  for  purposes  of  this  section. 

"(g)  In  any  case  In  which  tbe  Allure  of  a  producer  to  comply  fully  with  the 
tarn  and  conditions  ot  the  program  formulated  under  this  section  predude  the 
maktng  of  loans,  purchases  and  payments,  the  Secretary  may,  nevertheless,  make 
nwb  loans,  purchases  and  payments  In  snch  amounts  as  he  determines  to  be 
eqnitable  In  relation  to  the  seriousness  of  the  default. 

"(h)  "nie  Secretary  may  make  not  to  exceed  50  per  centum  of  the  payments 
under  this  sectlwi  to  producers  in  advance  of  determination  of  their  performance. 

"(I)  The  program  formulated  under  this  section  may  include  such  terms  and 

-""—a  la  addition  to  those  prescribed  herein  as  the  Secretary  determines  to 
"~  '3  ^ectnate  tbe  purposes  of  such  program. 


)y  Google 


66 

"(J)  The  Secretai?  Aall  carry  out  tbe  program  antborlaed  by  this  McUon 
throuKh  the  Ouiimodtty  Credit  Corporation:  ProvMed,  That  the  Corporation 
shall  not  make  any  payments  under  BUbaections  (b)  and  (c)  unlesa  the  Cor-  ■ 
poratlon  baa  received  funda  to  cover  such  payments  tjom  approprlatlona  made 
for  that  porpose,  bat  the  Corporation  may  Incur  obligations  tor  that  parjioae  In 
Mich  amonnts  as  may  be  anthorlzed  in  an  appropriation  act.  There  la  hereby 
authorised  to  be  appropriated  such  sums  as  may  be  necessary  to  make  such 
payments;" 

TITLE  II— WHEAT 

Sbc.  201.  Effective  beginning  with  the  1&7I  crop  of  wheat,  aectioa  lOT  of  the 
Agricultural  Act  of  IMO,  as  amended,  la  further  amended  to  read  as  f<dlowa : 

"Sec.  107.  Notwithstanding  any  other  provision  of  Isw — 

"(a)  The  Secretary  shall  make  available  to  producers  loans  and  purchases  on 
each  crop  of  wheat  at  such  level,  not  In  excess  of  UO  per  centum  of  the  parity 
price  therefor,  as  the  Secretary  determines  will  enourage  the  exportation  of 
wheat  and  not  result  in  exesslve  total  stocks  of  wheat  in  the  United  States. 

''(b)  If  a  set-aside  program  is  In  effect  for  any  crop  of  wheat  under  section 
87Bb(c)  of  the  Agricultural  Adjustment  Act  of  1938,  as  amended,  loans  and 
purchases  shall  be  made  available  on  such  crop  only  to  producers  who  comply 
with  the  provisions  of  such  program." 

Sko.  202.  Effective  beginning  with  the  1971  crop  of  wheat,  sectlous  879b  and 
37flc  of  the  Agricntural  Adjustment  Act  of  I93B,  as  amended,  ere  further  amend- 
ed to  read  as  follows : 

"Sac  879b.  (a )  The  Secretary  shall  provide  for  the  issuance  of  wheat  market- 
ing certificates  for  the  purpose  of  enabling  producers  on  any  farm  for  whldi 
certificates  are  Issued  to  receive,  in  addition  to  the  other  proceeds  ^m  the  sale  of 
wheat,  an  amount  equal  to  the  face  value  of  such  certificates.  The  face  valne 
per  bushel  of  domestic  marketing  certifioales  for  any  crop  of  wheat  shall  be  in 
such  amount  as  the  Secretary  determines  fair  and  reasonable,  taking  into  con- 
alderaUon  (1)  farm  Income,  (11)  the  need  to  assure  that  Oie  lieaefits  of  the 
program  inure  primarily  to  those  producers  who  cooperate  In  the  program 
provided  In  this  section,  end  (tU)  the  need  to  maintain  a  desirable  balanee 
among  the  acreages  devoted  to  the  various  commodities  for  which  loans  are 
made  available  under  the  Agrlcitftnral  Act  of  IMO,  as  amended.  The  face  ralne 
per  bushel  of  certificates  after  deducting  therefrom  tbe  cost  per  bushel  of 
certificates  acquired  by  processors  shall  not  be  more  than  36  per  centum  of  tbe 
parity  price  for  wheat  for  the  month  In  which  the  announcement  of  the  face 
value  of  certificates  Is  made.  The  Secretary  sliall,  Insofar  as  practicable,  an- 
nounce the  face  value  of  domestic  certificates  In  advane  of  tbe  planting  aeaaon 
for  the  cnQ)  of  wheat  to  which  such  certificates  relate. 

"(b)  The  domestic  wheat  marketing  certificates  shall  he  made  available  for  a 
farm  on  the  nnmber  of  bushels  determined  by  multiplying  the  domestic  allot- 
ment for  the  farm  for  the  crop  to  whloh  such  certificates  relate  by  the  yldd 
established  for  the  farm  for  the  preceding  crop,  with  such  adjustments  as  tbe 
Secretary  determines  necessary  to  inT>vjde  a  fair  and  equitaWe  yield. 

"(c)(1)  The  Secretary  shall  provide  for  a  set-aside  of  cropland  If  he  deter- 
nUnes  that  the  total  su|)ply  of  wheat  and  other  commodities  will,  in  tbe  absence 
of  such  a  set-aside,  likely  be  excessive  taking  into  account  the  need  for  an  ade- 
qttate  carryover  to  maintain  reasonable  and  stable  supplies  and  prices  and  to 
meet  a  national  emergency.  If  a  set-aside  of  cropland  la  in  effect  under  this 
subsection  (c),  then  as  a  condition  of  eligibility  for  loans  and  certificates  on 
wheat,  the  producers  on  a  farm  must  set  aside  and  devote  to  approved  con- 
serraUon  uses  an  acreage  of  cropland  equal  to  (t)  such  percentage  of  the  dmies- 
tlc  wheat  allotment  for  the  farm  as  may  be  specified  by  the  Secretary,  pins 
(11)  flie  acreage  of  cropland  on  the  farm  devoted  In  preceding  years  to  soil- 
conserving  uses,  as  determined  by  the  Secretary.  The  Secretary  Is  authorised 
for  the  1071  and  1972  crops  to  limit  the  acreage  planted  to  wheat  on  the  farm 
to  Huch  percentage  of  tbe  domestic  wheat  allotment  as  he  determines  necessary 
to  provide  an  orderly  transition  to  the  program  provided  for  under  this  section. 
The  Secretary  may  permit  producers  to  plant  commodities  on  the  set-aside  acre- 
age to  such  extent  and  subject  to  snch  terms  and  conditions  as  he  may  prescribe 
If  be  determlnep  such  action  necessary  because  of  an  emergency  created  by 
drought  or  other  disaster,  or  in  order  to  prevent  or  allevltae  a  shortage  In  tbe 
supply  of  such  commodlUeB. 
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"(2)  To  aasiat  in  adjasting  tbe  acreage  of  commodltiea  to  desirable  goals, 
tbe  Secretary  may  make  land  diveralon  payments,  in  addition  to  the  certlflcatea 
aoUiorlaed  in  Bubeection  (b),  available  to  produceTs  on  a  farm  who,  to  the 
ntent  prescribed  by  the  Secretary,  devote  to  aEi>coved  conservation  uses  an 
aerease  ctf  croplaad  on  the  farm  In  addition  to  that  required  to  be  so  devoted 
under  subsectltMi  (c)(1).  The  land  diverelon  payments  for  a  (arm  shall  be  at 
neb  rate  or  rates  as  the  Secretary  determines  to  be  fair  and  reasonable  taking 
lato  CMUIderatlon  the  diversion  undertaken  by  the  producers  and  the  produc- 
trfty  of  the  acreage  diverted.  The  Secretary  shall  limit  tbe  total  acreage  to  be 
diverted  nnder  agreements  in  any  county  or  local  community  so  as  not  to  ad- 
versely affect  the  econotny  of  the  county  or  local  community. 

"(8)  Tbe  wheat  piogaan  formulated  Qoder  this  section  shall  require  the 
prodncer  to  take  such  measures  as  the  Secretary  may  deem  appropriate  to 
protect  the  aet-aslde  acreage  and  the  additional  diverted  acreage  from  erosion, 
insects,  weeds,  and  rodents.  Such  acreage  may  be  devoted  to  wildlife  food 
pkita  or  wildlife  habitat  in  conformity  with  standards  established  by  the  Secre- 
tar7  In  consnltatlon  with  wildlife  agencies.  The  Secretary  may  provide  for  an 
additional  payment  on  such  acreage  in  an  amount  determined  by  the  Secretary 
to  be  Kiqwttprtate  In  relation  to  the  benefit  to  the  general  public  if  the  prodncer 
screes  to  permit,  without  other  compensation,  acoeae  to  all  or  such  portion 
irf  tbe  farm  as  the  Secretary  may  prescribe  by  the  general  public,  for  hunting, 
tran^ns,  flahlng,  and  hiking,  subject  to  applicable  State  and  Federal  reguia- 
tkma. 

"(4)  If  the  operator  of  the  farm  desires  to  participate  in  the  program  for- 
molated  nnder  tbis  snbsectioD  (c),  he  shall  file  bis  agreement  to  do  so  no  later 
than  SDcb  date  as  tbe  Secretary  may  prescribe.  Ixians  and  pnrchases  on  wheat, 
mailutliig  certificates,  and  payments  nnder  this  section  shall  be  made  available 
to  prodocera  on  snch  farm  only  If  the  producers  set  aside  and  divert  an  acreage 
on  the  Cann  equal  to  the  number  of  acres  which  the  operator  agrees  to  set 
arida  and  divert,  and  tbe  agreement  shall  so  provide.  The  Secretary  may,  by 
Hirtoal  agreement  wltb  the  producer,  terminate  or  modify  any  such  agreement 
entered  Into  pursuant  to  tbls  susbection  (c)(4)  If  he  determines  such  action 
aeosMary  becanse  of  any  emergency  created  by  drought  or  other  disaster,  or 
ia  order  to  prevent  or  alleviate  a  shortage  in  tbe  supply  of  agricultural  com- 


"(dXD  If  the  total  amount  ot  wheat  marketing  certificates  and  payments 
wUcb  a  person  would,  in  the  absence  of  this  subsection  (d),  be  entitled  to 
nc^ve  nnder  the  program  carried  out  for  any  year  tinder  this  section  would 
wceod  120,000,  that  portion  of  the  total  poyment  which  Is  included  within  the 
(irilawiiig  Intervals  shall  be  reduced  aa  follows : 

Reduetlon 
Intnral :  {pentnt) 

180,000  to  W0,000 . 10 

940.000  to  $80.000 20 

100.000  to  »80.000 30 

180.000  to  $100,000 40 

$100,000  to  $120,000 60 

$120,000  to  $140,000 60 

$140,000  to  $180,000 70 

$1«0;000  U}  $180,000 „        80 

$18(^000  to  $200.000 90 

More  than  $200,000 , 100 

"(2)  If  It  Is  determined  that  tbe  total  amount  of  marketing  ceitiflcatee  and  pay- 
nents  whlcb  will  be  earned  by  any  person  under  tbe  program  in  eftect  for  any 
year  will  be  reduced  under  this  subsection,  the  set-aside  acreage  for  th«  farm 
or  Carma  on  whlcb  snch  person  will  be  sharing  in  certificates  and  payments 
tamed  imder  such  program  shall  be  reduced  to  such  extent  and  in  such  manner 
■s  tbe  Secretary  determines  will  be  fair  and  reasonable  In  relation  to  the  amount 
of  tbe  certificate  and  payment  reduction. 
"(S)   Tile  regulations  Issued  to  carry  out  ttris  section  shall  contain  such 

CDVl^ODB  as  tbe  Secretary  determines  necessary  to  prevent  evasion  of  the 
regolng  limitation. 

"(c)  Tbe  Secretary  shall  provide  for  the  sharing  of  certificates  leaned  and  of 
ptymenta  made  under  this  section  for  any  farm  among  producers  on  the  farm  on- 
a  Calr  and  eqnltable  baalB. 
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"(f)  In  w  cftH  to  whidi  tbe  failnte  of  a  pto&aeet  to  ccmp^  tnllr  with 
tbe  terms  and  condltloiiB  of  the  program  fonnnlated  a&der  tlUs  MCtlon  preclude 
tbe  Issoance  of  certlflcatea  and  the  wakiiiK  of  loans,  pucchaaes,  and  payiaents, 
the  Secretary  tnar,  neverthelew,  Issue  such  iiKrtiticates  aiid  make  such  louiB, 
purchases,  and  pnyments  In  auch  amounts  ae  he  determines  to  be  eQUltaMe  In  re- 
lattoa  to  the  seriousness  of  the  default. 

"(£)  The  SecretaxT  may  provide  for  the  dlsbat8«n«it  at  not  to  exceed  SO  per 
centum  of  the  certlflcates  and  payments  under  this  section  to  producers  In  ad- 
vance of  determination  of  their  performance. 

"(b)  The  program  formulated  under  this  section  may  Intdude  such  terms 
and  conditions  ki  addition  to  those  prescribed  herein  as  the  Secretary  deter- 
mines to  be  desirable  to  ^ectuate  the  pnrposes  of  such  program. 

"(i)  Marketing  certlflcates  Issued  under  this  Act  and  transfers  thereof  shall 
be  represented  by  such  documents,  marketing  cards,  records,  accounts,  certM- 
cations,  or  other  statements  or  forms  as  tbe  Secretary  may  prescribe. 

"(j)  Tbe  SecreOary  shall  carry  out  the  program  authorized  by  this  section 
through  the  Commodity  Credit  Corporation :  Provided,  That  tbe  Corporatlcm 
sliall  not  make  any  payments  under  subsection  <c)  and  wheat  marketing  cer- 
tdflcates  shall  not  be  Issued  haring  a  face  value  In  excess  of  the  cost  per  bushel 
of  certificates  acquired  by  processors  unless  the  Corporation  1ms  recetved  fnnda 
to  cover  bu<^  amounts  from  appropriations  made  for  ttiat  purpose,  bat  the 
Corporation  may  Incur  oUlgationa  for  that  purpose  In  such  amounts  as  mar 
be  authorized  in  an  appropriation  aft.  There  la  heretv  authorised  to  be  appro- 
priated such  sums  as  may  be  necessary  for  that  purpose." 

"Sao.  379c.  (a)  (1)  The  farm  domestic  allotment  for  each  crop  of  wheat  sbaU 
be  determined  as  provided  in  this  section.  The  Secretary  shall  proclaim  a  na- 
tional domestic  allotment  for  each  crop  of  wheat.  The  national  domestic  allot- 
ment for  any  crop  of  wheat  shall  be  the  number  of  acres  which  the  Secretaijr 
determines  on  the  bests  of  the  expected  national  yield  will  produce  on  the  domes- 
tic allotments  for  farms  participating  in  the  program  an  amount  of  wheat  whlcfa 
he  estimates  will  be  used  for  food  products  for  consumption  in  the  United  States 
during  the  marketing  year  for  the  crop.  The  national  domestic  allotment  for 
any  crop  of  wheat  shall  be  apportioned  by  the  Secretary  among  the  Btatea 
on  the  basis  of  the  apportionment  to  each  State  of  the  national  domestic  al- 
lotment for  the  preceding  crop  (for  the  1071  crop,  on  the  basis  of  tbe  appor- 
tionment of  the  national  acreage  allotment  for  the  1970  crop),  adjusted  to  tbe 
extent  deemed  necessary  by  the  Secretary  to  eatabilsh  a  fair  end  equitable  ap- 
portionment base  for  each  State,  taldng  Into  consideration  established  crt^ 
rotation  practices,  tlie  estimated  decrease  in  farm  domestic  allotmenta,  and  other 
relevant  factors. 

"(2)  The  State  domestic  acreage  allotment  for  wheat,  less  a  reserve  at  not  to 
exceed  one  per  centum  thereof  for  apportionment  as  provided  In  this  sobsectloD, 
shall  be  apportioned  by  the  Secretary  among  the  counties  in  the  State,  on  tbe 
basis  of  tbe  apportionment  to  each  such  county  of  the  domestic  wheat  aUotanent 
for  the  preceding  crop  (for  the  1971  crop,  on  the  basis  of  the  apportiimment  of 
the  wheat  acreage  allotment  for  the  1970  crop),  adjusted  to  tbe  extent  deemed 
necessary  by  the  Secretary  in  order  to  establish  a  fair  and  equitable  apportion- 
ment base  for  each  county  taking  Into  consideration  established  crt^rotatton 
practices,  the  estimated  decrease  In  farm  domestic  allotments,  and  other  rele- 
vant factors. 

"(3)  The  farm  dMnestic  allotment  tor  each  crop  of  wheat  shall  be  determined 
by  apportioning  the  county  domestic  wheat  allotment  among  farms  In  the  county 
which  had  a  domestic  wheat  allotment  for  the  preceding  crap  (for  the  1971  crop, 
among  farms  in  the  county  which  Itad  a  wheat  acreage  allotment  for  the  1970 
crop),  on  the  basis  of  such  allotment,  adjusted  to  reflect  established  croi^-rota- 
tion  practices  and  such  other  factors  as  the  Secretary  determines  should  be  c<m- 
sldered  for  the  purpose  of  establishing  a  fair  and  equitable  allotment.  Notwith- 
standing any  other  provision  of  this  subsection,  the  farm  domestic  allotment 
shall  be  adjusted  downward  to  the  extent  required  by  subsection  (b). 

"(4)  Not  to  exceed  one  per  centum  of  the  State  domestic  allotment  for  any 
crop  may  be  apportioned  to  farms  for  which  there  was  no  domestic  allotment 
for  the  preceding  crop  (for  the  1971  crop,  to  farms  which  had  no  acreage  allot- 
ment for  the  1970  crop)  cm  the  basis  of  the  ft^owing  foctora :  suitability  of  the 
land  for  production  of  wheat,  the  past  experience  of  the  farm  operator  in  the 
production  of  wheat,  tbe  extent  to  which  tbe  farm  operator  ia  dependent  oa 
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income  fnun  farming  for  bis  llTellliood,  the  production  of  wlieat  on  otlier  farms 
owned,  operated,  or  controlled  by  the  farm  operator,  and  8n<ih  other  factora  as 
the  Sceretar?  detemiiaes  sbould  be  considered  for  the  purpose  of  eatablishing 
fair  and  eqaitabte  farm  domestic  allotments.  No  part  of  such  reserve  shall  be 
apportl(»ied  to  a  farm  to  reflect  new  cropland  brought  into  production  after  the 
dale  ot  enactment  of  the  set-aside  program  for  wheat. 

"(6)  The  planting  on  a  farm  of  wheat  of  any  crop  for  which  no  farm  do- 
mestic allotment  was  established  shall  not  make  the  farm  eligible  for  a  domestic 
allotment  under  subsection  (a)(3)  nor  shall  such  farm  by  reason  of  snch 
planting  be  considered  ineligible  for  an  allotment  under  sabsection    (a)  (4). 

"(b)  If  for  any  crop  the  total  acreage  of  wheat  planted  on  a  farm  is  less 
than  the  farm  domestic  allotment,  the  farm  domestic  allotment  used  as  a  base 
for  the  Bucceeding  crop  shall  be  reduced  by  the  percentage  by  which  such 
planted  acreage  was  lees  than  such  farm  domestic  allotment,  but  such  reduc- 
tion shall  not  exceed  20  per  centum  of  the  farm  domestic  allotment  for  ttie 
preceding  crop.  If  no  acreage  has  been  planted  to  wheat  for  four  consecutlTe 
crop  years  on  an?  farm  which  has  a  domestic  allotment,  Huch  farm  shall  lose 
its  domestic  allotment.  Producers  on  any  farm  who  have  planted  to  wheat  not 
le<is  than  90  per  centum  of  the  domestic  allotment  for  the  farm  shall  be  con- 
sidercd'to  have  planted  an  acreage  equal  to  100  per  centum  of  such  allotment. 
An  acreage  on  the  farm  which  the  Secretary  determines  was  not  planted  to 
stich  wheat  because  of  drouKbt.  flood,  or  other  natural  disaster  or  a  condition 
beyond  the  control  of  the  producer  shall  be  considered  to  t)e  an  acreage  ot 
wheat  planted  for  harvest 

8bc.  20B.  Effective  with  the  marheting  year  beginning  Joly  1,  1971,  the 
Agricultural  Adjustment  Act  of  1938,  as  amended,  is  further  amended  as  follows : 

il)  By  deleting  in  the  flrst  sentence  of  section  379d(b)  the  words  "Daring  any 
marketing  year  for  which  a  wheat  marketing  allocation  program  is  in  effect," 
and  substituting  "During  each  marketing  year," ; 

(2)  By  adding  at  the  end  of  section  379d(b)  the  following:  "Notwithstanding 
tl>e  foregoing,  eximrt  marketing  certificates  shall  not  be  required  for  the  period 
befrlnning  July  1,  1071.  The  Secretary  shall  refund  to  the  processor  or  to  the 
ejporter  the  coat  of  the  marketing  certiflcaten  on  nil  flour  exported  after  June 
30,  1971.  for  the  purpose  of  such  refunds,  the  wheat  equivalent  of  the  flour 
exported  may  be  determined  on  the  basis  of  conversion  factors  authorized  by 
section  379f,  even  though  certificates  had  been  surrendered  on  the  basis  of  the 
weight  of  wheat"  ;  and 

13)  By  adding  at  the  end  of  section  379e  tbe  following : 

"Notwithstanding  any  other  provision  of  this  Act,  Commodity  Credit  Corpo- 
ration shall  sell  marketing  certificates  for  the  marketing  years  for  the  1971  and 
sabaequent  crops  of  wheat  to  persons  engaged  in  the  processing  of  food  products 
at  the  face  value  of  domestic  marketing  certificates  originally  announced  for  the 
crop  nnder  section  379b  bat  In  determining  the  cost  to  processors  the  face  value 
Bhall  not  be  considered  to  be  more  than  75  cents  per  bushel." 

Sbc.  204.  Eltfective  l>eginning  with  the  1971  crop  of  wheat,  the  Agricnltural 
Adjustment  Act  of  193S,  as  amended,  Is  further  amended  by  repealing  sections 
331  through  339. 

Sec.  205.  Public  Law  74,  77th  Congress  (68  Stat.  9051  is  repealed  effective 
with  tile  crop  of  wheat  planted  for  harvest  In  the  calendar  year  1971. 

Seo.  206.  The  amount  of  any  wheat  stored  by  a  producer  under  section  379c(b) 
of  the  Agricultural  Adjustment  Act  of  1938,  as  amended,  prior  to  tbe  effective 
date  of  the  set-aside  program  for  wheat  may  be  reduced  by  that  amount  by 
which  the  actual  total  production  of  the  current  crop  on  the  farm  Is  lees  than 
tbe  number  of  bushels  determined  by  multiplying  three  times  the  domestic  al- 
lotment tor  the  current  crop  on  the  farm  by  the  yield  established  for  the  farm 
for  the  purpose  of  Issuance  of  domestic  marketing  certificates,  except  that  the 
balance  of  any  wheat  remaining  In  storage  on  July  1,  197G,  may  be  released 
from  storage  on  such  date.  The  provisions  of  such  section  shall  continue  to 
apidy  to  the  wheat  so  stored  to  the  extent  not  inoonaistent  herewith, 

TITLE  III— UPLAND  COTTON 

Sec.  301.  The  Agricultural  Adjustment  Act  of  1938,  as  amended,  Is  amended 
effective  beginning  with  the  1971  crop  of  upland  cotton  as  follows : 

(1)  Sections  342,  343,  .344,  M.'i,  and  R4R  of  the  Act  shall  not  be  applicable  to 
npland  cotton  of  the  1971  and  succeeding  crops,  and  section  377  of  the  Act 
Bhall  not  be  applicable  to  wbeat  and  upland  cotton  of  such  crops. 
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{2i  Section  350  of  the  Aot  Is  amended  to  read  as  follows : 

"Sec.  350.  (a)  Ttae  Secretary  sball  proclaim  a  natloDal  domestic  allotDoent 
for  each  crop  of  apland  cotton  { referred  to  in  tble  section  as  'cotton')  beginning 
with  Ihe  1971  crop.  Snch  proclamation  shall  be  made  not  later  than  N'orember  15 
of  the  calendar  year  preceding  the  year  fur  wblcb  the  national  domestic  allot- 
ment iB  to  be  effective.  The  national  domestic  allotment  for  any  crop  of  cotton 
shall  be  the  numlier  of  acres  which  the  Secretary  determines  on  the  basis  of  the 
expected  national  yield  will  produce  an  amount  of  cotton  equal  to  the  estimated 
domestic  consuiiiptioiL  of  cotton  (Ktandard  balee  of  four  hundred  and  eighty 
pounda  net  weight)  for  the  marketing  year  beginning  in  the  year  in  wltich 
the  crop  la  to  be  produced,  except  that  such  national  domestic  allotment  shall 
not  be  less  than  85  i>er  centum  of  the  national  domestic  allotment  for  the  pre- 
ceding crop,  and  in  the  case  of  tbe  IQTI  and  1072  crops  may  be  in  such  amount  not 
in  escess  of  the  national  domestic  allotment  for  the  1970  crop  as  the  Secretary 
determines  necessary  to  maintain  adequate  supplies. 

"(^)  l^f  national  domestic  allotment  for  any  crop  of  cotton  shall  be  appor- 
tioned by  the  Secretary  among  the  States  on  the  basis  of  the  apportionment  to 
each  K^te  of  the  national  domestic  aliotment  for  the  Immediately  preceding 
crop,  adjusted  to  the  extent  determined  necessary  by  the  Secretary  to  establisb 
a  fair  and  equitable  apportionment  t>ase  for  each  State,  taking  into  cotuldenttloD 
the  estimated  decrease  in  farm  domestic  allotments  and  any  other  relevant  fac- 
tors :  Provided,  That  for  the  1971  crop,  the  national  domestic  allotment  shall  be 
apportioned  on  the  basis  of  the  apportionment  among  the  States  of  the  1970  iia- 
Clonal  acreage  allotment  and  national  acreage  reserve  In  tbe  amount  of  17,lfiOMN> 
a<'res :  Provided  further.  That  tbe  Secretary  shall  adJuM  tbe  ammrtlonnient  base 
for  each  State  under  thitt  subsection  and  for  each  county  under  snbaection  (c> 
of  tlile  section  as  may  be  ne^'essary  due  to  transfers  of  allotments  across  coantj 
and  State  lines. 

'■(c)  The  State  domestic  allotment  for  cotton,  less  a  State  reserve  of  not  to 
exceed  ten  per  centum  thereof,  shall  be  apportioned  by  tbe  Secretary  among  tlie 
counties  i»  the  State  on  the  basis  of  the  apportionment  to  each  such  coanty  of 
the  State  domestic  allotment  for  the  Immediately  preceding  crop,  adjusted  to  tbe 
extent  determined  ueceeaary  by  the  Secretary  to  establish  a  fair  and  equitable 
apportionment  base  for  each  county,  taking  into  eoosideration  tbe  estimated 
decrease  In  farm  domestie  allotments  and  any  otlier  relevant  factors:  Provtdeir 
That  for  the  1971  crop,  the  State  domestic  allotment  shall  be  apportioned  on 
the  basis  of  the  apportionment  among  the  counties  of  the  1970  State  acreage 
allotment  and  the  State's  share  of  the  national  acreage  reeerre.  Hie  State  com- 
mittee sball  allocate  tbe  State  reserve,  if  any,  to  counties  In  amoonta  determined 
neccBsary  by  the  State  committee  to  establish  a  fair  and  equitable  apportion- 
ment base  for  each  county,  subject  to  such  terms  and  conditions  as  are  pre- 
scribed by  regulations  of  the  Secretary. 

"(d)  The  county  domestic  allotment  for  cotton,  less  a  county  reserve  of  not 
to  exceed  15  per  centum  thereof,  shall  be  allocated  to  old  cotton  farms  In  the 
county  on  the  basis  of  the  farm  domestic  allotment  for  the  immediately  preced- 
ing crop  of  cotton  i  Provi^rd.  That  for  the  1971  crop,  the  county  domestic  allot- 
ment shall  be  allocated  to  old  cotton  farms  In  the  county  on  the  basis  of  tbe 
farm  acreage  allotment  established  for  1970  under  section  344  of  this  Act  ex- 
cluding any  allotment  temporarily  transferred  to  the  farm  for  lfl70,  adjusted 
for  purposes  of  establishing  the  1971  apportionment  base  in  accordance  with  the 
provisions  of  section  344(f)(8)  of  this  Act.  The  county  committee  shall  allocate 
the  county  reserve,  if  any,  and  available  State  reserve.  If  any,  (1)  to  old  cotton 
farms  in  the  county  on  a  pro  rata  basis  or  otherwise.  In  order  to  establish  fair 
and  equitable  farm  domestic  allotments,  and  (2)  to  new  cotton  farms  in  the 
county  on  the  basis  of  the  following  fa<-tor,s :  suitability  of  the  land  for  prodnc- 
tion  of  cotton,  the  past  experience  of  the  farm  operator  in  the  production 
of  cotton,  the  extent  to  which  the  farm  operator  is  dependent  on  Income 
from  fiirminK  for  his  livelihood,  the  production  of  cotton  on  other  farms  owned, 
oi)eratwl,  or  controlled  by  the  farm  operator,  and  such  other  factors  as  the  Sec- 
retary determines  should  be  considered  for  the  purpose  of  establishing  fair  and 
equifjible  farm  domestic  allotments.  No  part  of  such  reserve  shall  be  apportioned 
to  a  farm  to  reflect  new  cropland  brought  ioto  production  after  the  date  of  en- 
actment of  the  set-aside  program  for  cottoa  An  old  cotton  farm  shall  be  a  farm 
for  which  a  farm  domestic  allotment  greater  than  zero  was  established  for  the 
year  Immediately  preceding  the  year  for  which  the  allocation  of  the  county 
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doDMstlc  allotment  1b  belli?  made:  Provided,  That  for  1971  an  old  cotton  farm 
shall  be  a  ^rm  for  whicli  a  19T0  farm  acreage  allobnent  greater  tbun  sero  was 
estahliahed  under  section  344  of  the  Act  and  the  farm  would  not  have  lost  atatus 
as  an  old  cotton  farm  for  lUTl.  NothwRhstanding  the  foregoing  provisions  of 
thia  aubaection,  If  the  Secretary  determines  tbat  farm  domestic  allotments  which 
are  fair  and  equitable  can  be  established  by  allocation  of  the  State  domt^tlc  al- 
lotment, lees  the  State  reserve,  directly  to  farms,  he  may  prescribe  by  regalatfon 
that  sach  method  of  allocation  be  used. 

"(e)  If  tor  any  crop  the  total  acreage  of  cotton  planted  on  a  farm  la  le«s  than 
the  farm  domestic  aUotmeat.  the  farm  domestic  allotment  used  as  a  baxe  for  the 
gacc«edlng  crop  shall  be  reduced  by  the  percentage  by  which  such  planted  acre- 
age was  le«s  than  such  farm  domestic  allotment,  but  such  reduction  shall  not 
exceed  20  per  centum  of  the  farm  domestic  allotment  for  the  preceding  crop. 
If  no  acreage  has  been  plantPd  to  cotton  for  four  consecutive  crop  years  on  any 
ttrm  which  has  a  farm  domestic  allotnieni,  aueh  farm  idiull  lose  its  dumeatlc 
allotment.  Producers  on  any  farm  who  have  planted  to  cotton  not  Ichh  than  90 
per  centnn  of  the  domestic  allotment  for  the  farm  Hhall  be  considered  to  have 
planted  an  acrenge  equal  to  100  per  centum  of  such  allotment. 

"<f )  An  acreage  on  Che  farm  which  the  Secretary  determines  was  not  planted 
to  cottMi  because  of  drought,  hood,  other  natural  disaster  or  a  condition  beyond 
the  control  of  the  producer  shall  be  considered  to  be  an  acreage  planted  to  cotton. 

"(g)(1)  The  SecrMary  may  authorize  the  transfer  of  farm  domestic  allot- 
mHitfi  for  cotton  between  farms  in  the  same  State  on  a  permanent  baals  subject 
to  adjostnient  of  the  size  of  the  ailutment  transferred  if  the  farm  to  which  the 
allotment  is  transferred  has  a  substantially  higber  yield  per  acre  and  subject 
to  sacit  other  terms  and  conditions  as  be  may  prescribe  by  reiiulaittons. 

"(2)  Transfers  under  this  subsection  shall  be  subject  to  the  following  con- 

"(i)  no  allotmeat  shall  be  transferred  to  a  farm  In  another  State ; 

"(ii)  no  allotment  shall  be  transferred  from  a  farm  sabjei-t  to  a  mortgage 
or  other  Uen  unless  the  transfer  is  agreed  to  by  the  llenholder : 

"(Ui)  no  'allotment  shall  be  transferred  from  a  farm  where  the  owner  and 
operator  are  different  persons  unless  both  such  persons  agree  ^o  the  transfer; 

"(It)  no  allotment  aha.Il  be  transferred  from  a  farm  it  any  permanent  trans- 
fer to  the  same  farm  has  been  made  within  the  three  immediately  preceding  crop 
rears  except  tbat  this  condition  shall  not  apply  If  both  such  farms  are  owned 
■nd  <q>eTSted  by  the  same  person ;  and 

"<t)  no  transfer  of  allotment  shall  be  effective  unlit  an  ap[dlcation  on  a  form 
prescribed  by  the  Secretary  has  been  timely  filed  within  a  i>erlud  prescribed  by 
the  Secretary  and  the  county  committee  determines  tbat  the  transfer  complies 
with  the  provisions  at  this  subsection  and  tbe  terms  and  conditions  prescribed 
by  regulations  of  the  Secretary. 

"(3)  "nie  land  in  the  farm  from  which  the  entire  farm  domestic  allotment 
has  be^i  transferred  shall  not  be  eligible  for  a  new  cotton  farm  ailotiiient  for 
tbe  five  crop  years  following  the  crop  year  for  which  auch  transfer  is  made. 
In  a  conservation  or  land  use  agreement  administered  by  the  Department  of 
Agrlcolture,  the  rates  of  payment  thereunder  for  the  farm  from  which  the  trans- 
fer Is  made  shall  be  adjusted  as  prescribed  by  regulations  of  the  Secretary." 

Sbc.  302.  Effective  beginning  with  the  1971  crop,  the  Agricultural  Adjustment 
Act  of  1988,  as  amended.  Is  further  amended  by  adding  at  tbe  end  of  section 
3Tl(b>  a  new  sentence  to  read  : 

"In  the  case  of  upland  cotton,  the  term  farm  acreage  allotment'  shall  mean 
tbe  farm  domestic  allotment," 

8Ba  308.  Effective  beginning  with  the  1971  crop  of  upland  cotton,  section  103 
of  the  Agricultural  Act  of  194».  as  amended,  is  further  amended  to  read  as 
follows: 

"Sbc.  108.  Notwithstanding  any  other  provision  of  law — 

"(a)  Tlie  Secretary  shall  make  available  to  producers  loans  and  jiurcbases  on 
each  crop  of  upland  cotton  at  such  level  (basis  middling  l-im-b.  micronaire  3..~> 
tbroDgh  4.9)  not  in  excess  of  90  per  centum  of  the  estimated  world  price  for 
cotton  of  such  description  as  the  Secretary  determines  will  provide  orderly 
iBarketing  of  cotton  during  the  harvest  senNon  and  will  retain  an  adequate 
•hare  of  the  world  marliet  for  cotton  produced  in  the  United  States  taking  Into 
consideration  the  factors  specified  in  section  401  ( b)  of  this  Act. 

"(b)  In  addition,  the  Secretary  shall  make  available  to  producerM  payments 
for  each  crop  of  njidand  cotton  at  such  rate  as  the  Secretary  determines  fair 
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and  reasonable,  taking  into  consideratton  (i)  farm  income,  <11)  tbe  need  to 
assure  that  the  benefita  of  the  program  innre  primarily  ito  those  producers  wlio 
cooperate  in  tbe  program  provided  In  this  section,  and  <iil)  the  need  to  main- 
tain a  desirable  balance  among  tbe  acreages  devoted  to  tbe  various  commodities 
for  nbich  loans  are  made  available  tmder  tbls  Act  The  payment  rate  for  upland 
cotton  shall  not  be  mor«  than  80  per  centmn  of  the  estimated  world  price  for 
middling  l-lnch  cotton,  mk-ronalre  3.5  throuKh  4.9. 

"(c)  Tbe  payments  shall  be  made  available  for  a  farm  on  the  qnanUly  of 
apland  cotton  determined  by  multiplying  the  domestic  cotton  allotment  for  the 
farm  for  the  crop  to  which  the  payment*  relate  by  the  yield  established  for 
the  farm  for  tbe  preceding  crop  wlUi  such  adjustments  as  the  Secretary  deter- 
mines necenxary  to  provide  a  fair  and  equitable  yield. 

"((1)(1)  The  Secretary  shall  provide  for  a  set-aside  of  cropland  If  he  deter- 
mines that  the  total  supply  of  upland  cotton  and  other  commodities  will,  la  tbe 
the  absence  of  such  a  set-aside,  likely  be  excessive  taking  Into  account  the  need 
for  an  adequate  carryover  to  maintain  reasonable  and  eatable  supplies  and  prices 
and  to  meet  a  national  emergency.  If  a  set-aside  of  cropland  Is  In  effect  under 
tills  subsection  (d),  then  as  a  condition  of  eligibility  for  loans  and  payments  cm 
upland  cotton  the  producers  on  a  farm  must  set  aside  and  devote  to  approved 
conservation  uses  an  acreage  of  cropland  equal  to  (1)  such  percentage  Of  the 
domestic  cotton  allotment  for  the  farm  as  may  be  specified  by  the  Secretary  (not 
to  exceed  the  amount  of  the  domestic  allotment),  plus  (11)  tbe  acreage  of  crop- 
land on  the  farm  devoted  in  preceding  years  to  soil-conserving  usee,  as  deter- 
mined by  the  Secretary.  The  Secretary  is  authorized  for  the  1971  and  1972  cropn 
to  limit  the  acreage  planted  to  upland  cotton  on  the  farm  to  such  percentage  at 
the  domestic  cotton  allotment  as  he  determines  necessary  to  provide  an  orderly 
transition  to  tbe  program  provided  for  under  this  section.  The  Secretary  may 
permit  producers  to  plant  commodities  on  the  set-aside  acreage  to  such  extent  and 
subject  to  such  terms  and  conditions  as  he  may  prescribe  If  he  determines  snch 
action  necessary  because  of  an  emergency  created  by  drought  or  other  disaster, 
or  In  order  to  prevent  or  alleviate  a  shortage  in  the  supply  of  snch  commodltlee. 

"(2)  To  assist  in  adJuRting  the  acreage  of  commodities  to  desirable  goals,  the 
Secretary  may  make  land  diversion  payments,  in  addition  to  the  payments  au- 
thorized in  subsection  (b),  to  producers  on  a  farm  who,  to  the  extent  prescribed 
by  the  Secretary,  devote  to  approved  conservation  uses  an  acreage  of  cropland 
on  the  farm  in  addition  to  that  required  to  be  so  devoted  under  subsection  (d>  (1). 
The  land  diversion  payment?'  for  a  farm  shall  be  at  such  rate  or  rates  as  the 
Secretary  determines  to  be  fair  and  reasonable  taking  info  consideration  the 
diversion  undertaken  by  the  producers  and  the  productivity  of  tbe  acreage 
diverted.  The  Secretary  shall  limit  the  total  acreage  diverted  in  any  county  Ot 
local  community  so  as  not  to  adversely  affect  the  economy  of  tbe  county  or  local 
community. 

"(3>  The  upland  cotton  program  formulated  under  tbls  section  shall  require 
the  producer  to  take  snch  measures  as  the  Secretary  may  deem  appropriate  to 
protect  tbe  set-aside  acreage  and  the  additional  diverted  acreage  from  erwlon, 
insects,  weeds,  and  rodents.  Such  acreage  may  be  devoted  to  wildlife  food  plots 
or  wildlife  habitat  in  conformity  with  standards  established  by  the  Secretary  in 
consultation  with  wildlife  ajieneies.  The  Secretary  may  provide  for  an  additional 
payment  on  such  acreage  In  an  amount  determined  by  the  Secretary  to  be  appro- 
priate In  relation  to  the  benefit  to  the  general  public  if  the  producer  agrees  to 
permit,  without  otber  compensation,  access  to  all  or  such  portion  of  the  farm 
as  the  Secretary  may  pre.icrihe  by  the  general  public,  for  hunting,  trapping, 
fishing,  and  biking,  subject  to  applicable  State  and  Federal  regulations. 

"(4)  If  the  operator  of  the  farm  desires  to  participate  In  the  program  f(w- 
mulated  under  this  section,  he  shall  file  his  agreement  to  do  SO  no  later  than 
such  date  as  the  Secretary  may  prescribe.  Loans  and  purchases  on  upland 
cotton  and  payments  under  tills  section  shall  be  made  available  to  the  producers 
on  such  farm  only  If  producers  set  aside  and  divert  an  acreage  on  the  farm 
equal  to  the  number  of  acres  which  the  operator  agrees  to  set  aside  and  divert, 
and  the  agreement  shall  so  provide.  Tbe  Secretary  may,  by  mutual  agreement 
with  the  producer,  terminate  or  modify  any  such  agreement  entered  Into  pursuant 
to  tbls  subsecttOQ  (d)  (4)  if  he  determines  such  action  necessary  because  of  an 
emerKency  created  by  drought  or  other  dlj^aster,  or  in  order  to  prevent  or  allevi- 
ate a  shortage  in  the  supply  of  agricultural  commodities. 

"<e)  (1)  If  the  total  amount  of  payments  which  a  person  would,  in  the  absence 
of  this  subsection,  be  entitled  to  receive  under  the  program  carried  out  for  any 
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7«ar  under  sabsectiona  (b)  tbroo^  (d)  would  exceed  $20,000,  that  portion  of  the 
total  parment  nhlcb  is  included  wltbln  the  following  interraU  shall  be  reduced 
as  fOllowB: 
Interval :  (pwwst) 

»20.000  to  $40.000 10 

$40,000  to  $60.000 20 

$60,000  to  $80,000 30 

$80,000  to  $100,000 40 

»100,000  to  $120,000 50 

$120,000  to  $140,000 60 

$1*3,000  to  $160,000 TO 

$160,000  to  $180,000 80 

$180,000  to  $200.000 90 

Mote  than  $200.000 100 

"(2)  If  It  iB  determined  that  the  total  amount  of  payments  which  will  be 
earned  by  an;  person  under  the  program  in  efTect  for  any  crop  under  subsections 
(b)  tbrough  (d)  will  be  reduced  under  this  subsection,  the  set-aside  acreage  for 
the  farm  or  farms  on  which  such  person  will  be  sharing  In  payments  earned  under 
SQch  program  shall  be  reduced  to  auch  extent  and  In  such  manner  as  the  Sec- 
retary determines  will  be  fair  and  reasonable  in  relation  to  the  amount  of  the 
payment  reduction. 

"(3)  Tbe  regulations  issned  to  carry  ont  this  section  shall  contain  such  provl- 
rions  as  the  Secretary  determines  necessary  to  prevent  evasion  of  the  for^ioiog 
limltatloii. 

"(f)  Tile  Secretary  shall  provide  for  the  sharing  of  payments  under  this 
section  among  producers  on  the  farm  on  a  fair  and  equitable  basis. 

"(g)  In  any  case  in  which  the  failure  Of  a  producer  to  comply  fully  with  the 
terms  and  conditions  of  the  program  formulated  under  this  section  preclude  the 
makinK  of  loans,  purchases  and  payments,  the  Secretary  may,  nevertheless, 
mate  such  loans,  purchases  and  payments  In  such  amount  as  he  determines  to  be 
equitable  In  relation  to  the  seriousness  of  ttie  default. 

"(h)  The  Secretary  may  make  not  to  exceed  50  per  centum  of  the  paj-ments 

Duder  tblfi  section  to  producers  in  advance  of  determination  of  their  perfomiance. 

"(i)  ,Tbe  Secretary  shall  provide  adequate  safeguards  to  protect  the  intereats 

(rf  tenants  and  sharecroppers,   including  provision  for  sharing  on  a  fair  and 

equitable  basis,  in  payments  uuder  this  section. 

"(])  The  program  formulated  nnder  this  section  may  include  snch  terms  and 
conditions  in  addition  to  tboae  prescril«d  herein  as  tbe  Secretary  determine.s  to 
be  desirable  to  effectuate  the  purposes  of  such  program. 

"(k)  The  Secretary  shall  carry  out  tbe  program  authorized  by  this  section 
tlinKigh  tbe  Commodity  Credit  Copporation ;  Proviited.  That  the  Oori»oration 
dull  not  make  any  payments  under  subsections  (b)  and  (d)  unless  the  Cor- 
poration has  received  funds  to  cover  snch  pajmeuta  from  appropriations  made 
lor  that  purpose,  but  the  Corporation  may  incur  obligations  for  that  purpose 
in  snch  amounts  as  may  be  authorized  in  an  appropriation  act.  There  i:?  liereby 
tothorised  to  t>e  appropriated  such  sums  as  may  be  necessary  to  miike  such 
payments. 

"(Ij  The  Secretary  is  hereby  authorized  to  deduct  from  funds  available  for 
payments  to  producers  under  this  section  such  sums,  not  to  exceed  $10,000,000 
umually,  as  he  detennlnes  necessary  to  conduct  a  special  cotton  research  pro- 
gram designed  to  reduce  the  cost  of  producing  upland  cotton  and  to  improve 
Oie  competitive  position  of  the  cotton  industry  In  the  United  States,  and  the 
payment  rates  provided  for  herein  shall  be  reduced  by  an  equivalent  amount" 

TITLE  IV— inSCELLANEOUS  PROVISIONS 

Sec.  401.  Effective  beginning  with  the  19T1  crop,  the  Agricultural  Adjustment 
Act  of  1988,  as  amended,  is  further  amended  aa  follows : 

(1)  By  adding  in  section  378  a  new  subsection  (e)  to  read  aa  follows: 

■'<e)  The  term  'allotment'  as  used  In  this  section  includes  the  domestic  allot- 
ments for  wheat  and  upland  cotton." 

(2)  By  adding  at  the  end  of  section  379  the  following  sentence:  "Tiie  terra 
'acreage  allotments'  as  used  in  this  section  includes  the  domestic  allotments  for 
wheat  and  upland  cotton." 
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(8)  By  adding  In  the  first  sentence  of  aectlon  885  after  the  words  "parity 
payment."  the  words  "paftnents  (including  certiflcatea)  under  the  wheat,  cot- 
ton and  feed  grain  set-aside  programK,". 

Sec.  402.  Effectire  beginning  with  the  1971  crop,  section  706,  Public  Law 
89-321  (79  Stat.  1310)  is  amended  as  follows  t 

(1)  By  adding  in  the  first  sentence  after  the  words  "the  Soil  Conserratlon 
and  Domeatk  Allotment  Act,  as  amended,"  the  words  "or  the  Agricultural  Act 
of  1949,  as  amended,",  and 

(2)  By  adding  at  the  end  thereof  the  following  nentence :  "The  term  Acreage 
allotmenta'  as  used  in  this  section  includes  the  domestic  alloitments  flor  wlieat 
and  upland  (Nitton," 

Sec.  403.  Effective  beginning  with  'the  1071  crop  of  the  conunodltj,  the  Agri- 
cultural Ai't  of  1940,  as  amended,  is  further  amended  by  adding  in  aectlon  408 
a  new  subsection  ( k )  as  follows : 

"REFEBENCES    TO    TEHMH    MADE    APPLICABLE    TO    WHEAT,    FEED    GRAINS,    AND    UPLAND 

"(k)  References  made  in  sections  40ti.  403,  406.  and  416  to  the  terms  'suMfort 
price.'  'level  of  support.'  and  'level  of  price  supiwrt'  shall  be  considered  to  apply 
as  well  to  the  level  of  loans  and  purchases  for  wheat,  feed  grains,  and  upland 
cotton  under  thi.s  Act ;  and  references  made  to  the  term  'price  support,'  'price 
support  operations,'  and  'price  support  program'  in  such  sections  aud  in  section 
401(a)  shall  ilM-t-onsidered  as  applying  as  well  to  the  loan  and  purchase  Operations 
for  wheat,  feed  grain,  and  upland  cotton  under  this  Act." 

Sec.  404.  Section  407  of  tbe  Agricultural  Act  of  1949.  as  amended,  is  further 
amended  effective  witb  tbe  be^nning  of  the  marketing  year  for  the  1971  crop  oC 
the  commodity  as  Atllowe : 

(1)  By  deleting  in  the  third  sentence  the  language  following  the  first  colon 
and  sObsUtuting  the  following : 

•'Provided,  That  the  Corporation  shall  not  sell  any  of  its  stocks  of  wheat,  com, 
grain  sorghum,  barley,  oats,  rye,  and  upland  ootton.  respectively,  at  less  than  110 
I>er  centum  of  the  current  national  average  loan  rate  for  the  commodity,  adjusted 
for  such  current  market  differentials  reflecting  grade,  quality,  location,  and  oOier 
value  factors  as  the  Secretary  determines  appropriate,  plus  reasonable  carrying 
cbai^es ;  PrDvidcd,  ftoiccrrr.  That  the  Corporation  may  sell  certain  qualities  of 
upland  cotton  at  lower  prices  if  the  Secretary  determines  that  such  action  is  neces- 
sary to  achieve  a  balanced  inventory  of  the  various  qualities,  or  to  meet  market 
demand,  and  further  determines  that  such  sales  will  not  unduly  affect  movement 
of  tbe  current  crop  and  market  prices  therefor." 

(2)  By  deleting  in  the  fifth  sentence  "current  basic  county  support  rate  includ- 
ing tiie  value  of  any  applicable  price  support  iiayment  In  kind  (or  a  comparable 
price  if  there  is  no  curreitt  basic  eounty  support  rate)"  and  substituting  "cur- 
rent trasic  county  loan  rate  (or  a  comparable  price  if  there  is  no  current  basic 
county  loan  rate)"; 

(3)  By  deleting  in  tlie  seventh  sentence  ",  but  in  no  event  shall  the  purchase 
price  exceed  the  then  current  support  price  for  such  commodities."  and  substitut- 
ing "or  unduly  atTectlng  market  prices,  but  In  no  event  Hhall  the  purchase  price 
exceed  the  CoriK (ration's  minimum  sales  price  for  such  commodities  for  unre- 
stricted use." :  and 

14)  By  inserting  imnie<1iately  preceding  the  first  sentence  the  subsection  desig- 
nation "(a)"  and  by  moving  the  fifth  and  sixth  .sentences  to  the  end  of  the  sec- 
tion, making  sncli  sentences  a  seimrate  iiaragraph  and  inserting  immediately 
jirecedlng  such  sentem-es  the  subsection  designation  "(h) ". 

SBC.  W5.  Not  with  Htnndlng  any  other  provision  of  law,  the  Secretary  may  pro- 
vide for  the  redni:tlon  or  cancellation  of  any  allotment  or  base  when  tbe  owner  of 
tlie  farm  states  in  writing  that  he  has  no  fnrther  use  for  such  allotment  or  base, 
or  when  the  county  committee  determines  that  the  farm  is  no  longer  being  used 
to  produce  the  conunndity  for  which  the  base  or  allotment  was  established. 

Sec.  406.  Effective  beginning  with  the  1971  crop,  swtion  203  of  the  Agricultural 
Act  of  1919.  as  amended,  is  repealed. 

Sec.  407,  The  Secretary  shall  file  annually  with  the  President  for  transmission 
to  the  Congress  a  complete  report  of  the  program  carried  out  under  Titles  I,  II. 
III.  and  VI  of  this  Act.  Such  report  shall  Include  the  amount  of  funds  spent,  the 
purposes  for  which  such  funds  were  spent,  the  basis  for  participation  In  sucb 
programa  In  the  various  States,  and  an  appraisal  of  the  effectiveness  of  the 
programs. 
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TITLE  V— DAIRY 

Sbc.  QOl.  (a)  The  Agricultural  Adjustment  Act,  as  reenacted  and  amended  b; 
tlie  Agricultural  Marketiug  Agreement  Act  ot  183T,  as  amended,  is  further 
umended  by  Htriklug  in  Kubparagruph  (B)  of  subsection  8c(5|  all  that  part  of  said 
snbpftragiaph  (B)  wbicb  follows  the  comma  at  the  end  of  clause  (c)  and  Inserting 
in  lieu  thereof  the  folloniug : 

"(d)  8  further  adjustment,  equitably  to  apportion  the  total  value  of  the  milk 
purchased  by  any  handler,  or  by  all  handlers,  among  producers  on  the  basis  ot 
ttieir  marketings  of  miib  during  a  representative  period  of  time,  which  need  not 
lie  limited  to  one  year:  (e)  a  provision  providing  for  the  accumulation  and  dla- 
bursement  of  a  fund  to  encourage  seasonal  adjustments  in  the  production  of  milt 
may  he  included  in  an  order  and  (f)  a  further  adjustment,  equitably  to  apportion 
the  total  value  of  milk  purchased  by  all  handlers  among  producers  <m  the 
basifl  of  their  marketings  of  milk,  which  may  be  adjusted  to  reflect  the  utilization 
of  producer  milk  by  all  handlers  In  any  use  class!  flea  tin  n  or  claRsiflcatlons,  dur- 
ing a  representative  iieriod  of  one  to  three  years,  which  will  be  automatically  up- 
dated each  year.  In  the  event  a  producer  holding  a  base  allocated  under  this 
clause  (I)  shall  reduce  his  marketings,  such  re(lucti<in  shall  not  adversely  affect 
his  history  of  production  and  marketing  for  the  determination  of  future  bases,  or 
biture  updating  ot  bases,  except  tliat  an  order  may  provide  that.  If  a  producer 
reduces  his  mark^ings  below  his  base  allocation  In  any  one  or  more  use  classifi- 
cations designated  in  the  order,  the  amount  of  any  such  reduction  shall  be  taken 
Into  account  in  determining  future  bases,  or  future  uiidating  of  bases.  Bases  al- 
located to  producers  under  this  clause  (f )  may  be  transferable  under  an  order  on 
soch  terms  and  conditions.  Including  those  which  n-ill  prevent  base^  taking  on  an 
nnreasonablp  vahie,  as  are  prescribed  in  the  order  by  the  Secretary  of  Agricul- 
ture. Provisions  shall  be  made  in  the  order  for  the  allocation  of  liases  under  this 
clauHe  (f)— 

"(i)  for  the  alleviation  of  hardship  and  Inequity  among  producers:  and 

"(ii)  for  providing  bases  for  dairy  farmers  not  delivering  milk  as  producers 
nnder  the  order  upon  becoming  producers  under  the  order  who  did  not  produce 
milk  dnring  part  of  tie  representative  period,  and  these  new  producers  shall 
within  90  days  after  the  first  regular  delivery  of  milk  at  the  price  for  the  lowest 
me  dassiflcation  specified  in  such  order  be  allocated  a  base  which  the  Secretary 
determines  proper  after  considering  supply  and  demand  conditions,  the  devel- 
opment of  orderly  and  efficient  marketing  conditions  and  to  the  respective  of 
Wderly  and  efBcient  marketing  conditions  and  to  the  respective  interests  of 
producers  under  the  order,  all  other  dairy  farmers  and  the  consuming  public. 
Prodtwer  bases  so  allocated  shall  for  a  period  of  not  more  than  three  years  bo 
rrdnced  by  not  more  than  twenty  percent  (20% )  ;  and 

"(ill)  Dairy  farmers  not  delivering  milk  as  producers  nnder  the  order  upon 
becoming  producers  under  the  order  by  reason  of  a  plant  to  which  they  are 
Biaklnff  deliveries  t>ecomlng  a  pool  plant  under  the  order,  by  amendment  or 
otherwise,  shall  be  provided  l>aaes  with  respect  to  milk  delivered  under  the 
order  based  on  their  past  deliveries  of  milk  on  the  same  basis  as  other  producers 
■mder  the  order ;  and 

"(iy)  Such  order  may  Include  such  additional  provisions  as  the  Secretary 
<lwms  appropriate  In  regard  to  the  re-entry  of  producers  who  have  previously 
discontinued  their  dairy  farm  enterprise  or  transferred  bases  authorized  under 
this  clause  (f)  ;  and 

"(T)  Notwithstanding  any  other  provisions  of  this  Act  dairy  farmers  not 
delivering  milk  as  producers  under  the  order,  upon  becoming  producers  under 
the  order,  shall  90  days  later,  pursuant  to  the  provisions  nf  section  8c(5)  (D) 
<*  this  Act.  be  provided  with  respect  to  milk  delivered  under  the  order,  alloca- 
tions based  on  their  past  deliveries  of  milk  daring  the  representative  period  from 
the  production  facilities  from  which  they  were  marieting  milk  during  the 
representative  period  on  the  same  bases  as  other  producers  nnder  the  order 
on  the  effective  date  of  order  provisions  authorized  under  this  clause  (f )  :  Pro- 
vided, That  bases  shall  be  allocated  only  to  a  producer  marketing  milk  from  the 
production  faculties  from  wlilch  he  marketed  milk  during  the  representative 
period,  except  that  In  no  event  Nhall  such  allocation  of  bases  exceed  the  amount 
of  milk  actnally  delivered  under  such  order. 

"The  assignment  of  other  source  milk  to  various  use  classes  shall  he  made 
without  regard  to  whether  an  order  contains  provisions  authorized  under  this 
clause  it).  In  the  case  of  any  producer  who  during  any  accounting  period 
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delivers  a  portion  of  his  milk  to  persona  not  fullj  regniated  by  the  order,  proTiaion 
sball  be  made  for  reducing  the  ttUo(;atloii  of,  or  payment  to  be  re<:eETed  by,  any 
such  producer  under  this  clause  (f  J  to  compensate  for  any  marketings  of  mtlk 
to  HQCh  other  persona  for  auch  period  or  perloda  aa  neceaaar;  to  Insure  equitable 
participation  In  markctliigs  among  all  producers,  Nothwilhatanding'  the  pro- 
visions of  section  8c(12)  and  the  iast  sentence  of  section  8c(19)  of  this  Act, 
order  provisions  under  this  clause  <f )  shall  not  be  effective  in  any  marketing 
order  unless  separately  approved  by  producers  In  a  referendum  In  which  each 
individual  producer  shall  have  one  vote  and  may  he  terminated  separately 
wlienever  the  Secretary  makes  a  determination  with  respect  to  Bucb  provisions 
as  Is  provided  for  the  termination  of  an  order  In  subparagraph  8c(16)(Bi. 
Disapproval  or  termination  of  such  order  provisions  shall  not  be  considered 
disapproval  of  the  order  or  of  otber  terms  of  the  order." 

(b)  The  legal  status  of  producer  handlers  of  milk  under  the  provisions  fit 
the  Agricultural  Adjustment  Act,  as  reenaclcd  and  amended  by  the  Agricolturai 
marketing  Agreement  Act  of  1S3T,  as  amended,  shall  be  the  same  subsequent 
to  the  adoption  of  the  amendments  made  by  this  Act  as  It  was  prior  thereto. 

(cj  Nothing  in  subsection  (a)  of  this  section  501  siiall  be  construed  as  In- 
validatiDg  any  Class  I  baae  plan  provisions  of  any  marketing  order  previously 
Issued  liy  the  Secretary  of  ARricuHure  pursuant  to  authority  contained  In  the 
Food  and  Agriculture  Act  of  1005  (79  Stat.  11S7I,  but  such  provisions  are 
expressly  ratified,  legalized,  and  confirmed  and  may  be  extended  through  and 
Including  December  31, 1971. 

(d)  It  is  not  intended  that  eristlng  law  be  in  any  way  altered,  rescinded,  or 
amended  with  respect  to  section  8c{ri)  (G)  of  the  Agricaitnral  Adjustment  Act, 
as  reenacted  and  amended  by  the  Agricultural  Marketing  Agreement  Act  of 
1(137,  as  amended,  and  sucb  section  8c  (5)  (G)  is  fully  reaffirmed. 

<e)  The  Agricultural  AdjoBtment  Act,  as  reenacted  and  amended  by  the  Agri- 
cultural Agreement  Act  of  1637,  as  amended,  is  further  amended  by  striking 
subsection  8c( IS)  and  inserting  in  lieu  thereof  the  following : 


"(15)  (A)  A  petition  may  be  filed  by  the  persons  and  for  the  purposes  desig- 
nated below : 

"(I)  Any  handler  subject  to  an  order  may  file  a  written  petition  with  the 
Secretary  of  Agriculture,  stating  that  any  such  order  or  any  provision  of  any 
such  order  or  any  obligation  imposed  in  connection  therewith  is  not  in  accordance 
with  law  and  praying  for  a  modification  thereof  or  to  be  exempted  therefrom. 

"(li)  Any  producer  as  defined  in  an  order  may  file  a  writtMi  petition  with  the 
Secretary  of  Agriculture  ntatlng  that  a  provision  or  provisions  of  such  order  as 
written  or  as  applied,  relating  to  the  dlstrlbation  among  or  payment  to  pro- 
ducers of  the  amounts  required  to  be  paid  by  handlers  under  other  provisions  of 
the  same  order,  Is  not  In  accordance  with  law  and  praying  for  a  modification 
thereof, 

"The  petitioner  shall  thereupon  be  given  an  opportunity  for  a  hearing  upon 
such  petition  in  accordance  with  regulations  made  by  the  Secretary,  After  such 
hearing,  the  Secretary  shall  make  a  ruling  upon  the  prayer  of  sucb  petition  which 
shall  be  final,  if  in  accordance  with  law. 

"(B)  The  Circuit  Court  of  Appeals  of  the  United  States  in  the  circuit  in 
which  such  petitioner  Is  an  inhabitant,  or  has  hie  principal  place  of  business,  is 
vested  with  jurisdiction  to  review  such  ruling,  provided  a  petition  of  review 
for  that  purpose  is  filed  within  twenty  days  from  the  date  of  the  entry  at  such 
ruling.  Service  of  process  In  such  proceedings  may  be  had  upon  the  Secretary 
by  delivering  to  him  a  copy  of  the  petition.  If  the  court  determines  that  such 
ruling  is  not  In  accordance  with  law,  it  shall  remand  such  proceedings  to  the 
Secretary  with  directions  either  (1)  to  make  such  ruling  as  the  court  shall  de- 
termine to  be  in  accordance  with  law,  or  (2)  to  take  such  further  proceedings  as, 
in  Its  opinion,  the  law  requires.  The  pendency  of  iiroceedinfra  instituted  pursuant 
to  this  subsection  (15)  shall  not  impede,  hinder,  or  delay  the  I.'nlted  States  o 
the  Secretary  of  Agriculture  from  olitaiulng  relief  pursuant  to  section  8 
this  title.  Any  proceedings  brought  pursuant  to  section  8n(0)  of  this  title  shall 
abate  whenever  a  final  decree  has  been  rendered  In  favor  of  petitioner  Ln  pro- 
ceedings between  the  same  parties,  and  covering  the  same  subject  matter,  to- 
fltltnted  pursuant  to  this  subsection  (15)." 
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Sia  602.  The  flrst  sentence  of  section  201  of  the  Asrlcnlturel  Act  of  1M9, 
as  amended  (7  U.S.C.  1446),  is  amended  by  striking  the  words  "milk,  butteifat, 
and  products  of  mJIb  and  battcrfat"  and  InsertlnB  In  lieu  thereof  the  words  "and 
milk".  ParaKraph  (c)  of  section  201  of  the  Agricultural  Act  of  1048,  as  amended 
<7  U.B.C.  1446(c) ) ,  Is  amended  to  read  as  follows : 

"  (c)  The  price  of  milk  shall  be  supported  at  such  level  not  in  excess  ct  80  per 
centum  not  less  than  75  per  centimi  of  the  parity  price  therefor  as  the  Secretapy 
determines  neecssarj  in  order  to  assure  an  adequate  supply.  Such  price  sui^iort 
shall  be  provided  through  purchases  of  milk  and  the  products  of  milk." 

The  amendments  made  by  this  subsection  shall  become  effective  for  the  mar^ 
keting  year  b^innlng  April  1, 1970. 

Sec.  508.  Section  202  of  the  Agricultural  Act  of  1949,  as  amended  (7  U.S.C. 
1446a),  la  amended  by  changing  "Decemtwr  31,  1970"  to  read  "December  31, 
1973"  both  places  it  appears  therein. 

TITLE  VI— I/OXG-TERM   LAND  RETIREMENT 

Sec.  601.  Section  lC(e)  of  the  Soil  Conservation  and  Domestic  Allotment  Act, 
as  amended,  Is  amended— 

(1)  Byinaerting"(A)"  after ''Sec.  16(e)(1)". 

(2)  By  inserting  in  the  first  .'lentenee  after  "For  the  purpose  of  promoting  the 
conservation  and  economic  use  of  land"  the  following :  ",  and  of  assisting  farmers 
who  because  of  advanced  age,  poor  health,  or  other  reasons,  desire  to  retire 
from  farming  but  wish  to  continue  living  on  their  farms,". 

(3)  By  inaertlug  a  new  subparagraph  (B)  at  the  end  of  paragraph  (1)  to 
read  as  follows : 

"(B)  Such  acreage  may  be  devoted  to  approved  wildlife  food  plots  or  flsh  and 
wlldlife  habilat  which  are  established  in  conformity  with  standards  developed  by 
the  Secretary  in  consultation  with  the  Secretary  of  the  Interior,  and  the  Secre- 
tary may  compensate  prodncers  for  such  practices.  The  Secretary  may  also  pro- 
vide for  payment  in  an  amount  determined  by  the  Secretary  to  be  appropriate 
in  relation  to  the  benefit  to  the  general  public  if  the  producer  flgrees  to  permit 
aci'irSd,  without  other  compen.satlon,  to  all  or  such  portion  of  the  farm  as  the 
Secretary  may  prescril>e  by  the  general  public,  for  himting,  trapping,  fishing, 
and  hiking,  subject  to  applicable  State  and  Federal  regulations.  The  Secretary 
and  the  Secretary  of  the  Inteirior  shall  jointly  appoint  an  Advisory  Board  con- 
aistiiig  of  citizens  knowledgeable  in  the  fleidn  of  agriculture  and  wildlife  with 
whom  they  may  consult  on  this  program,  and  the  Secretary  uLoy  compensate 
mendiers  of  the  Board  and  reimburse  them  for  per  diem  and  traveling  expenses 
The  Secretary  shall  invite  the  several  States  to  iiarticipate  in  the  program  by  as- 
sisting the  Department  of  Agriculture  (a)  to  provide  tecbnienl  nsalstance  for 
wildlife  and  habitat  improvement  practices,  (b)  to  review  applications  of  farm- 
ers for  the  public  land  use  option  and  select  eligible  areas  based  on  desirability 
of  wildlife  habitat,  (c)  to  determine  accessibility,  (d)  to  evaluate  efTects  on  sur- 
rounding areas,  (e)  to  coni<lder  esthetic  values,  (f)  to  checlt  compliance  by  co- 
t^ralors,  and  (g)  to  carry  out  programs  of  wildlife  stocking  and  management 
on  the  acreage  set  aside.  The  Secretary  and  the  Secretary  of  the  Interior  shall 
Jointly  issue  regulations  to  govern  the  administration  of  those  aspects  of  this 
rabpangraph  (B)  that  pertain  to  wildlife.  Funds  are  authorized  to  he  ai^tro- 
prlated  to  the  Secretary  of  the  Interior  for  use  in  assisting  the  State  wildlife 
agencies  to  carry  out  the  provisions  of  this  subparagraph  and  in  administering 
such  assistance." 

(4)  By  adding  a  new  paragraph  (6)  to  readas  follows: 

"(6)  For  the  purpose  of  obtaining  an  Increase  In  the  permanent  retirement  of 
cropland  to  noncrop  uses  the  Secretary  may,  notwithstanding  any  other  provision 
of  law,  transfer  funds  available  for  carrying  out  the  program  to  any  other 
Federal  agency  or  to  States  or  local  government  agencies  for  use  in  acquiring 
cropland  for  the  preservation  of  open  spaces,  natural  beauty,  the  development 
of  wildlife  or  recreational  facilities,  or  the  prevention  o£  air  or  water  pollution 
nnder  terms  and  conditions  consistent  with  and  at  costs  not  greater  than  those 
under  agreements  entered  into  with  producers,  provided  the  Secretary  determines 
that  the  purpose  of  the  pr(^ram  will  be  accomplished  by  such  action.  The  Secre- 
tary also  is  authorized  to  share  the  cost  with  State  and  local  governmental 
agencies  in  the  establishment  of  practices  or  uses  which  will  establish,  protect, 
and  conserve  open  spaces,  natural  beauty,  wildlife  or  recreational  resources, 
or  prevent  air  or  water  pollution  nnder  terms  and  conditions  and  at  costs  con- 
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slflteot  with  tboee  uodfr  agreements  entered  Into  with  producers,  provided  the 
Secretary  determines  that  the  purposes  ot  the  program  wlU  be  accianpliBhed 
by  BUcb  action." 

(5)  By  adding  at  the  end  of  paragraph  (5)  the  following:  '"nie  Secretarr 
may  if  he  determines  that  such  action  will  contribute  to  the  effective  and  equitable 
administration  of  the  program  use  an  advertising  and  bid  procedure  In  determin- 
ing the  lands  in  any  area  to  be  covered  by  agreements." 

(6)  By  changing  the  last  sentence  of  paragraph  (7)  to  read  as  follows:  "The 
Secretary  shall  not  enter  into  agreements  hereunder  which  would  require  pay- 
ments, the  furniiihing  of  materials  and  service,  and  other  assistance,  in  amounts 
m  excess  of  JIW, 000,000  for  any  calendar  year." 

Sbc.  fi02.  For  the  purpose  of  protecting  and  Increasing  farm  income,  protecting 
the  national  soil,  water,  and  forest  and  wildlife  resources  from  waste  and  deple- 
tion, protecting  interstate  commerce  from  the  burdens  and  obligations  which 
result  from  the  utilization  of  farmland  for  the  production  of  excessive  supplies 
ot  agricultural  commodities,  and  of  assisting  farmers  who  because  of  advanced 
age,  poor  health,  or  other  reasons,  desire  to  retire  from  farming  but  wlafa  to 
continue  living  on  their  farms,  the  Secretary  is  authorized  to  enter  into  agree- 
ments with  producers  as  hereinafter  provided. 

(a )  Tlie  producer  shall  agree : 

(1)  Not  to  harvest  any  crop  from  the  farm  unless  tiie  crop  In  dexlgnated  by 
the  Secretary  as  one  which  Is  not  in  snrplus  supply  and  will  not  subatantlalty 
Impair  the  purpose  of  the  requirements  of  this  sec'tion. 

(2)  To  take  such  measures  as  the  Secretary  prescribes  to  protect  the  acreage 
from  erosion.  Insects,  weeds,  and  rodents. 

(3)  To  such  other  t^nns  and  conditions  as  the  Secretary  determines  are 
desirable  to  effectuate  the  purpose  of  this  secttou  or  to  facilitate  the  practical 
administration  of  the  program. 

(b)  The  agreements  of  the  producer  respecting  the  use  of  the  land  shall  be 
covenants  running  with  the  land  and  shall  be  binding  on  the  producer,  bis  rep- 
resentatives, heirs  and  assigns. 

{c)  The  Secretary  may  agree: 

(1)  To  make  a  payment  to  the  producer  In  such  amount  as  the  Secretary 
determines  to  be  fair  and  reasonable  in  consideration  of  the  obligations  under- 
taken by  the  producer.  Such  payment  may  l>e  made  either  upon  approval  of  the 
agreement  or  in  such  installmenis  as  the  Secretary  may  determine  to  be  desirable. 

(2)  To  bear  such  part  of  the  average  cost  (Including  labor)  for  the  county  or 
area  in  wblcb  the  farm  is  situated  of  establishing  and  maintaining  authorised 
practices  or  uses  on  the  farm  as  the  Secretary  determines  to  be  neceasary  to 
effectuate  the  purposew  of  the  program. 

(d)  The  acreage  placed  under  agreement  may  be  devoted  to  approved  wildlife 
food  plots  or  fish  and  wildlife  habitat  which  are  established  in  conformity  with 
stan^rds  developed  by  the  Secretary  in  consultation  with  the  Secretary  of  the 
Interior,  and  the  Sei-rvtary  may  compensate  producers  for  such  practices.  The 
Secretary  may  also  provide  fi>r  payment  in  an  amount  determined  by  the  Secre- 
tary to  be  approprinte  in  relation  to  the  beneBt  to  the  general  public  If  the  pro- 
ducer agrees  to  permit  access,  without  other  compensation,  to  all  or  stwh  portion 
flf  the  farm  as  the  Secretary  may  prescribe  by  the  getieral  public,  for  huuting. 
trapping,  flshlng.  and  hiking,  subject  to  applicable  State  and  Federal  regulaUonn. 
The  Secretary  and  the  Se<Tetflry  of  the  Interior  shall  jointly  appt^nt  an  Advisory 
Board  consiMting  of  citizens  knowledgeable  in  the  fields  of  agriculture  and  wild- 
life with  whom  they  miiy  consult  on  this  program,  and  the  Secretary  may  oom- 
pensate  members  of  the  Board  anil  reimburse  them  for  i)er  diem  and  traveling 
expenses.  The  Secretary  shall  Invite  the  several  Stntes  to  parttcipnte  In  the 
program  by  assisting  the  I>ep«rtnient  of  Agriculture  (a)  to  provide  te<4inlcat 
assistance  for  wildlife  and  habitat  improvement  practices.  (Ii)  to  review  ai^i- 
cations  of  farmers  for  the  public  land  nse  option  and  select  eligible  areas  biihed 
on  dMlrabUlty  of  wildlife  habitat,  (c)  to  determine  Hccessil)illty.  (d)  toevnluat* 
effects  on  surrounding  areas,  (el  to  consider  esthetic  values,  (f)  to  ebecl:  com- 
pliance by  cooiierators.  and  (g)  to  carry  out  programs  of  wildlife  stocking  and 
management  on  the  acreage  set  aside.  The  Secretnrj'  and  the  Secretary  of  tiie 
Interior  shall  jointly  issue  regulations  to  govern  the  administration  of  those 
aspects  of  this  subsection  (d)  that  pertain  to  wildlife.  Funds  are  authorized  to 
be  appropriated  to  the  8e(T*tary  of  the  Interior  for  use  in  assisting  the  St;ite 
wildlife  agencies  to  carry  out  tJie  provisions  of  this  subwectlon  and  In  admin- 
istering such  assistance. 
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<e)  The  Secretary  may  If  he  determinea  that  Budi  action  will  contribute  to 
tbe  effective  and  equitable  administration  of  the  program  use  an  adveitisliig 
and  bid  procedure  In  determining  tbe  londa  in  any  urea  to  be  covered  b7 
■ercentents. 

(f)  Tbe  total  acreage  placed  under  agreement  in  any  county  or  local  com- 
monity  shall  be  limited  to  an  acreage  which  tbe  Secretary  detennines  would  not 
adTorsel;  affect  the  economy  of  the  county  or  local  community. 

(g)  Kie  Secretary  may  terminate  any  contract  with  a  producer  by  mutual 
agreanent  with  the  producer  if  tbe  Secretary  determines  tliat  sndi  termlnatloa 
would  be  in  tbe  public  Interest.  The  Secretary  may  aeree  to  such  modification 
of  agre^nenta  previously  entered  into  as  he  may  determine  to  be  desirable  to 
carry  ottt  tlie  purpose  of  this  section  or  to  facilitate  the  practical  admlnlstratiMi 
of  ttRpoorram. 

(h)  No  agre^'ment  tihali  he  entered  Into  under  this  nection  covering  land  with 
rei^>eet  to  which  the  ownership  han  changed  In  the  tliree-year  period  preceding 
tbe  fitst  year  of  the  uKreement  unless  the  new  ownership  was  acquired  by  will 
or  saccesalon  as  the  result  of  the  death  of  the  previous  owner  or  unless  tbe  new 
owDership  was  acquired  under  other  circumstances  which  the  Secretary  deter- 
mines and  spe<'ifie!s  by  regulation  will  give  adequate  ausurance  that  sDch  land 
was  not  acquired  for  the  purpose  of  placing  It  in  the  program. 

(i)  The  Secretary  shall  provide  adequate  safeguards  to  protect  the  Intereatl 
Of  tenants  and  sbarecroiipers.  including  provision  for  sliarlng,  on  a  fair  and 
equitable  basis,  In  payments  under  this  program. 

(J)  Tbe  Secretary  shall  Issue  such  regulatlouK  as  he  determines  necessary  to 
carry  out  tbe  provisions  of  this  section. 

(k)  The  Secretary  shall  not  during  any  fiscal  year  enter  Into  agreemrats  with 
prodacers  hereunder  covering  more  than  two  million  acres  of  cropland. 

(I)  There  is  hereby  authnrliied  to  be  appropriated  such  sums  as  may  be  neces- 
sary to  carry  out  this  section.  The  Secretary  Is  authorize  to  utilize  the  facilltlee, 
services,  authorities,  and  funds  of  the  Commodity  Credit  Corporation  in  dtscbarg- 
inj;  bis  functions  and  responaiiillUies  hereunder  Including  payment  of  costs  of  ad- 
miniHtratinn  for  the  prOEram  :  Pr&riiled.  That  the  Commodity  Credit  Corporation 
Shall  not  make  any  ex|>en(litures  for  carrying  out  the  purpose  of  this  section 
unless  tbe  Cor)K>ration  has  received  funds  to  cover  such  expenditures  from  appro- 
priations made  to  carry  out  the  purpose  of  this  section. 

8kc.  603.  Section  »8r>  of  the  Agricultural  Adjustment  Act  of  1038,  as  amended, 
by  inserting  "i>aympnt  under  setHon  002  of  the  Agricultural  Act  of  1»70"  after 
"^yment  under  section  339". 

TITLE   VII— PUBLIC   LAW   4S0 

fee.  701.  The  Agricultural  Trade  Development  and  Assistance  Act  of  1964,  as 
amended,  is  amended— 

(1)  By  amending  clauses  1  and  2  In  the  second  sentence  In  section  103(d)  to 
read  as  follows : 

"(1>  any  country  or  area  dominated  or  controlled  by  a  foreign  government  or 
organissation  controlling  a  world  Communist  movement,  unless  tbe  President  finds 
that  the  making  of  a  salCH  agreement  with  such  country  would  be  In  t^e  national 
interest  of  the  ITnited  States,  or  i2)  for  the  piiri)ose  only  of  sales  of  a^lcul- 
tnral  commodities  for  foreign  currencies  under  title  I  of  this  Act.  any  country 
or  area  dominated  by  a  Communist  government,  unless  the  president  finds  tbat 
such  sale  for  foreign  cnrrencleH  would  be  lu  the  national  interest  of  the  United 
States,  or" 

12)  By  striking  out  "with  any  government  or  organization  controlling  a  world 
Communist  movement  or"  from  section  103(3). 

(3)  By  striking  out  section  400. 
Staff  EifT.ASATios  of  ■Tossessus"  Bili,  (Described  by  USDA  is  a  Febbt'abt 

IftTO  Press  Release  as  Acceptabie  to  the  Aomikistration) 

short  explanation 

This  bill  provides  for— 

(1)  feed  grain,  wheat  and  cotton  programs  under  which  there  wou" '  be  (1) 
no  statutory  minimum  price  support  levels,  (il)  no  marketing  quotas  and,  be 
ginning  with  the  1973  crop,  no  acreage  limitations,  (111)  set-aside  programs  under 
which  acreage  would  be  diverted  (o  conservation,  but  such  acreage  would  not 
have  to  be  be  diverted  from  any  particular  crop,  and  (Iv)  a  limitation  on  pay- 
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iD^itB  to  each  pemoa  lor  each  commodity  each  year  on  a  graduated,  scale,  be- 
glimliig  at  $20,000  and  ending  at  {200,000.*  Loana  would  be  made  at  levels  designed 
to  clear  the  market.  Payments  would  be  provided  In  amounts  determined  by  tlie 
Secretary  for  participating  In  the  program,  setting  aside  acreage,  additimial 
diversion,  and  permitting  public  access  for  hunting,  trapping,  flehlng,  and 
hiking.  All  payments  would  be  limited  to  amounts  appropriated  for  that  imrpoae. 
Producers  would  not  have  to  plant  feed  grains,  wheat,  or  cotton  to  qualify  (or 
paymeuta.  Up  to  flO  million  of  the  funds  avallattle  for  cotton  paymenta  could 
be  used  for  a  special  cotton  research  program ; 

(2)  retieal  ot  the  provision  requiring  soybean  and  cottonseed  price  sapporta 
to  be  competitive ; 

(3)  permanent  provision  in  the  milk  marketing  order  law  fOr  Qaaa  I  base 
plans,  seasonal  base  plans,  and  Louisville  plans  (which  provide  for  accomtila- 
tloa  and  diEd)nraement  of  a  fund  to  encourage  seajscmal  adjustments  in  milk 
production) ; 

(4)  repeal  of  provision  for  price  support  for  buttetfat  separate  from  milk ; 
15)  extension  of  the  Armed  Services  Milk  Program  to  December  31,  1973; 
(6)    an  increase  to  $50  million  {from  $10  mlUlon)  In  the  limit  on  annual  pay- 
ments under  the  cropland  conversion  program ; 

<T)  a  Pribram  under  which  farmers  would  enter  into  covenants  running  with 
the  land  not  to  harvest  surplus  crops ; 

(5)  incluslou  In  ttie  cropland  conversion  programs  of  provlsliHis  uow  in  tlie 
expiring  cropland  adjustment  program  for  public  access  for  hunting  and  fishing, 
aid  to  States  in  preserving  open  spaces,  and  use  of  advertising  and  bid  pro- 
cedures ;  and 

(9)  making  F.L.  4S0,  83rd  Congress  (sales  and  donations  of  commodities  for 
export)  permanent,  and  authorize  the  President  to  waive  restrictions  against 
sales  to  Communist  countries  where  studi  sales  would  be  In  the  national  interest. 

SEOTIOB-BT-SBCnOK  EXPLANATION 

The  bill  consists  of  seven  titles  as  follows: 

Title  1 Feed  grains. 

Title  II , Wheat 

Title  Hi Cotton. 

-nUe  IT , Miscellaneous. 

Title  V Dairy. 

WtleVI Long-term  land  retirement. 

TiU«VII PnbUc  Law  480. 

Section  1.  Short  rftlo.— Agricultural  Act  of  1970. 

TITLB  T — TOKD  GRAINS 

Section  101.  IjOan».  Paymenti,  Bet-A»ide,  Payment  Limilation*. — This  sectimi 
amends  section  106  of  the  Agricultural  Act  of  1&49  to — 

( 1 )  remove  the  minimum  price  support  levels  for  feed  grains, 

(2)  remove  feed  grain  acreage  restrictions,  beginning  with  the  1973  crop, 

(3)  replace  the  feed  grain  diversion  program  (which  expires  with  tbe 
1970  crop)  with  a  set-aside  program  which  Is  generally  similar  but  does  not 
require  that  the  acreage  set-aside  be  diverted  from  feed  grains,  and 

(4)  limit  payments  under  the  feed  grain  program  to  any  person  for  any 
year  in  accordance  with  a  graduated  scale  beglninng  at  $20,000  and  ending 
at  $200,000. 

Loans 

Loans  on  corn  would  be  at  such  level,  not  in  excess  of  90  percent  of  parit7, 
as  will  encourage  the  exportation  of  feed  grains  and  not  result  in  building  up 
excessive  stocks  in  the  United  States.  I«ans  on  the  other  feed  grains  would  he  at 
appropriate  level  in  relation  to  the  level  that  loans  are  made  on  corn,  taking 
into  consideration  the  feeding  value  of  such  feed  grains  in  relation  to  com  and 
other  factors. 

Under  existing  law  price  support  for  com  (including  loans  and  payments) 
must  be  not  less  than  65  percent  of  parity,  or  not  less  than  50  percent  of  parltr 
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Faymente  would  be  made  to  producers  of  corn,  grain  sorghum,  and,  If 
designated  by  the  Secretarj,  barley,  on  60  percent  of  the  feed  grain  base  at  a 
rate  ot  not  to  exceed  25  percent  of  parity.  Provision  la  made  for  reducing  the 
feed  grain  base  for  the  farm  (computed  generally  as  at  present  using  a  1959- 
1860  base)  if  tJie  producer  plants  less  than  the  acreage  on  which  payments  are 
made  ayallable.  The  Secretary  may  permit  producers  to  plant  aoybM.n9  in  lieu 
of  feed  grains  and  not  lose  liistory  as  the  result  of  the  underplanttng  of  feed 
gralnH.  The  yield  used  as  the  basis  for  payments  would  be  the  yield  established 
for  the  farm  for  the  preceding  crop  wltli  such  adjustmenta  as  are  necessary 
to  proride  a  fair  and  equitable  yield.  Additional  payments  are  anthorlzed  for 
additional  Tolnntary  diversion  and  for  use  of  the  farm  by  the  public  for  bunting, 
trapping,  Ashing,  and  hUilng.  Payments  would  be  required  to  be  shared  among 
producers  on  tbe  farm  on  a  fair  and  equitable  basia. 

The  program  would  be  carried  out  through  the  Commodity  Credit  Corporation, 
but  payments  could  not  be  made  uuleas  the  Corporation  has  received  an  appro- 
priation to  oover  such  payments.  However,  the  Corporation  could  Incur  obliga- 
tions for  making  payments  in  such  amount  as  may  be  authorized  in  an  appro- 
priation act. 

Ebdsttng  law  provides  for  two  types  of  pByments:  price  support  payments, 
and  diversion  payments.  Undpr  existing  law  price  support  pasTuents  are  based 
In  art  on  the  acreage  planted  to  thp  crop.  Neither  type  of  payment  provided 
for  by  the  bill  would  be  conditioned  upon  the  planting  of  a  crop.  Under  eiist- 
Ing  law  price  support  jMiymenta  are  made  by  Commodity  Credit  CorporatlMi 
without  advance  appropriation  Act  authorization. 
8et-a«tde 

To  be  eligible  for  loans  and  payments  on  com.  craiu  sorghums,  and,  if  desig- 
nated, barley,  the  producer  is  required  (if  the  Se<-retary  determines  supplies  of 
commodities  would  otherwise  be  excessive  and  prm-laimH  a  aet-aslde)  to  set  aside 
an  acreage  of  cropland  on  the  farm  to  be  specified  liy  the  Secretary  and  devote  it 
to  approved  conservation  uses,  and  to  maintain  the  normal  conserving  acreage  on 
the  farm.  The  Secretary  may  permit  producers  to  plant  commodities  on  the  set- 
aside  acres  If  necessary  because  of  an  emergency  rirt>ated  by  drought  or  other 
disaster,  or  In  order  to  prevent  or  alleviate  a  shortage  of  such  commodities.  In 
order  to  provide  an  orderly  transition  to  the  set-aside  program,  the  Secretary 
Is  authorized  for  the  1971  and  1972  c-rope  to  limit  the  acreage  plonted  to  feed 
grains  on  the  farm. 

Provisiou  Is  made  for  additional  voluntary  diversion  of  acreage,  for  which 
the  producer  wouJd  be  paid  ndditlonal  compensation.  If  such  additional  dlversicm 
Is  necessary  to  assist  in  adjusting  the  acreage  of  commodities  to  desirable  goals. 
The  total  acreage  so  diverted  would  be  limited  In  order  not  to  adversely  affect 
the  economy  of  the  local  community. 

Producers  would  he  required  to  protect  the  acreage  set  aside  under  the  pro- 
gram from  eroHion.  insects,  weeds,  and  rodents.  Provision  Is  made  for  entering 
Into  agreement  with  the  producer  for  use  of  the  farm  by  tie  general  public  for 
kontlng,  trapping,  flailing,  and  hiking. 

The  Secretary  Is  anthoriaed  to  prescribe  terms  and  conditions  of  the  program. 

The  so-called  set-aside  is  generally  slmLlar  to  the  diversion  program  provided 
bj  section  16(1)  ot  the  Soil  Conservation  and  Domestic  Allotraent  Act  for  the 
1086  through  1970  crops.  The  most  imi»rtant  difference  between  these  programs 
is  that,  beginning  with  the  1&73  crop,  there  would  be  no  specific  limitation  on 
the  production  of  feed  grains.  Before  that  date  the  Secretary  could  limit  the 
acreage  planted  to  feed  grains  to  a  percentage  (which  could  be  more  than  100 
pnt£nt  of  the  feed  grain  base.  At  present,  the  producer  may  plant  feed  grains 
imly  on  that  part  of  his  feed  grain  base  which  is  not  diverted.  While  the  use  of 
the  term  "diverHlon"  In  the  provisions  of  the  bill  for  additional  voluntary 
diversion  might  indicate  that  they  provide  for  diversion  of  acreage  from  feed 
grains,  this  does  not  appear  to  be  the  ease.  They  require  only  that  there  be 
devoted  to  approved  conservation  uses  an  acreage  of  cropland  on  the  farm  In 
■ddltlon  to  that  required  to  be  bo  devoted  under  the  set-aside  program.  The 
essential  difference  between  the  set-aside  program  and  the  diversion  program  Is 
that  participation  In  tlie  set-aside  program  Is  a  condition  of  eligibility  for  loana 
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payment  Umitalion 

The  total  amount  of  iMyments  whicb  B  person  would  be  entitled  to  receire  under 
tbe  program  would  be  limited  in  accordance  with  a  graduated  scale  beginning  at 
$20,000  ajid  ending  at  8200,000.'  The  set-aside  requirements  for  any  person  affected 
by  tbis  payment  limitation  n'onld  be  reduced  commensnrately. 

TITLB   II WHEAT 

Section  201.  Loans. — This  section  would  repeal  tbe  existing  wheat  price  support 
provisions  for  domestic  certificate  wheat  (parity  for  the  1970  cnqi,  60  to  90  percent 
otparity  for  the  1971  and  succeeding  crops) ,  and  provide  for  loans  on  all  wlieat  at 
such  level,  not  in  excesit  of  90  percent  of  parity,  as  will  encourage  tbe  exportation 
of  wheat  and  not  result  in  building  up  excessive  stocks  in  tbe  United  States. 

Section  202.  Certificates,  Het-A»ide,  Payment  Limitatiofu. — This  section  pro- 
Tides  for  payments  (in  tbe  form  of  certificates),  set-aside,  and  payment  limita- 
tions generally  similar  to  those  provided  for  feed  grains  by  section  101. 

Domestic  certibcateij  would  be  issued  on  tbe  domestic  allotment.  Producers 
would  not  be  required  to  plant  wheat  to  qualify  for  certificates  as  at  present 
Export  certificates  would  be  discontinued.  The  face  value  of  tbe  domestic  certifl- 
cates  would  be  equal  to  the  cost  to  processors  (under  section  203(3)  which  shall 
not  exi^eed  75cents  per  bushel)  plus  an  amoont  per  bushel  not  to  exceed  35  percent 
of  parity.  The  domestic  allotment  for  wheat  is  the  number  of  acres  needed  to  pro- 
duce the  amount  of  wheat  to  be  used  for  food  products  for  consumption  in  the 
UnittMl  States.  Domestic  allotments  for  farms  would  be  establisbed  (a  a  manner 
^milar  to  the  manner  lu  which  farm  acreage  allotments  are  now  established, 
except  that  tbey  will  be  based  only  on  the  amount  of  wheat  required  for  food 
products  for  consumption  in  the  United  States.  Provision  is  made  for  reducing  the 
domestic  allotment  for  the  farm  if  the  producer  plants  less  than  the  acreage  on 
which  certificutes  are  made  available.  The  yield  used  as  the  basis  for  Issuing 
certificates  in  any  year  would  be  the  yield  for  tbe  farm  for  the  preceding  crop  with 
such  adjustments  as  are  necessary  to  provide  a  fair  and  equitable  yield.  Addltlwial 
compeni-atlon  would  be  authorized  for  additionul  voluntary  diversion  and  for  ase 
of  the  farm  by  the  public  for  hunting,  trapping,  fishing,  and  hiking.  Certificates 
would  be  required  to  be  shared  among  producers  on  the  farm  on  a  fair  and 
equitable  basis. 

The  program  would  be  carried  out  through  tie  Commodity  Credit  Corporation 
but  certificates  having  a  face  value  in  excess  of  the  cost  to  processors  could  not 
be  Issued  and  diversion  payments  could  not  be  made  unless  the  CoriKirstioa 
has  received  an  appropriation  to  cover  such  amounts,  but  the  Corporalion  could 
Incur  obligations  for  such  amounts  as  may  be  authorized  in  an  appropriation  act. 
Bet-atH^ 

To  be  eligible  for  loans  and  certificates  tbe  producer  is  required  (If  the  Secre- 
tary determines  that  supplies  of  commodities  would  otherwise  be  excessive  and 
proclaims  a  set-aside)  to  set  aside  an  acreage  of  cropland  on  the  farm  to  be 
specified  by  the  Secretary  and  devote  it  to  approve  conservation  uses,  and  to 
maintain  the  normal  conserving  acreage  on  tbe  farm.  Tbe  Secretary  may  permit 
producers  to  plant  commodities  on  the  set-aside  acres  if  necessary  because  of  an 
emergency  created  by  drought  or  other  disaster,  or  in  order  to  prevent  or  alleviate 
a  shortage  of  such  commodities.  In  order  to  provide  an  orderly  transition  to  the 
set-aside  program,  the  Secretary  is  authorized  for  the  1971  and  1972  crops  to 
limit  the  acreage  planted  to  wheat  on  the  farm, 

PrOTltion  is  made  for  additional  voluntary  diversion  of  acreage,  for  which 
tbe  producer  would  be  {inld  additional  Hxtmpensation,  if  such  additonal  diversion 
is  necessary  to  assist  in  adjusting  tbe  acreage  of  commodities  to  desirable  goals. 
Tbe  total  acreage  so  diverted  would  be  limited  in  order  not  to  adversely  affect 
the  economy  of  the  local  community. 

Producers  would  \w  required  to  protect  the  acreage  set  aside  under  tbe  program 
from  erosion,  insects,  weeds,  and  rodents.  Provision  is  made  for  entering  into 
agreement  with  the  producer  for  use  of  the  farm  by  the  general  public  for  hunting, 
trapping,  fishing,  and  hiking. 

The  Secretary  is  anthorized  to  prescribe  terms  and  conditions  of  the  program. 

1  Bn  Appendix  A. 
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Pat/ment  ItnUtatton 

Tbe  total  amount  of  certlScates  and  payments  which  a  person  would  be  entitled 
to  receive  under  tlie  program  would  be  limited  in  accordance  with  a  graduated 
scale  beginning  at  $20,000  and  ending  at  S200,000.'  A  commensurate  reduction  in 
tile  set-aaide  is  provided  tor. 

Section  203,  Purchase  of  Certificatet  hy  Procentorg  and  Exporters.— This  section 
would — 

(1)  make  tlie  existing  provision  requiring  the  purchase  of  dome.Htlc  marlcet- 
lug  ceitlflcates  b;  processors  permanently  applicable ; 

(2)  repeal  the  requirement  for  export  marketing  certificates ; 

(8)  provide  for  refunds  to  the  processor  or  the  exporter  on  all  floor 
exported  after  June  30, 1971 :  and 

<4)  Umft  the  cost  of  the  certiflcates  to  proceseors  to  not  more  than  75 
cents  per  bushel. 

8«cti<Hi  203  (3)  is  also  intended  to  hare  the  effect  of  limiting  tbe  face  value  of 
certiflcatea  to  processors  for  penalty  purposes  under  section  379  (I)  (a)  erf  the 
Agricultural  Adjustment  Act  of  1038. 

SectitHi  204,  Repeal  of  Existing  Provisions  for  Wheat  Marketing  Quotat, 
Acreage  Allotments,  and  Acreage  Diversion.— Sfvtion  204  repeals  the  exlating 
proviBiona  for  marlietlng  quotas,  acreage  allotments,  and  acreage  diversion  with 
respect  to  wheat.  These  provisions  now  comprise  part  111  of  subtitle  B  of  title 
III  of  the  AKTicultural  Adjustment  Act  of  193**,  consisting  of  sections  331  (L<eg- 
iBUtive  Findings),  332  (Proclamations  of  Supplies  and  Allotments),  333  (Na- 
tional Acreage  Allotment),  334  (Apportionment  of  National  Acreage  Allotment), 
334a  (Commercial  Area),  335  (Small  Farm  Exemption).  336  (Referendum), 
3ST  (Adjustment  and  BuspeuHlon  of  Quota),  338  (Transfer  of  Quotas),  and 
S39  (Land  Use).  Many  of  these  provisions  have  been  inapplicable  during  tbe 
taut  ffew  years  while  nmrketing  quotas  have  been  -suspended.  The  provisions  of 
the  bill  with  respect  lo  the  wheat  domestic  allotment  and  set-aside  replace  the 
allotment  and  land  use  provisions  repealed  by  this  section. 

Section  206.  Repeal  of  Public  Law  "H,  77th  Congress. — This  section  repeals 
Public  I«w  74,  77th  Congress,  which  contains  a  numlier  of  proviHloiis  with 
KBpect  to  wheat  marketing  quotas.  Repeal  of  the  provisions  of  the  Ai^lcultural 
Adjustment  Act  of  1038  for  wheat  marketing  quotas  necessitates  the  repeal  of 
Public  Ijw  74. 

Section  206.  WitMrairal  of  Wheat  Stored  in  Prior  Years  To  Maintain  Program 
BUffMlitti- — This  section  provides  for  the  withdrawal  from  storage  of  wheat 
which  has  been  stored  in  [nior  years  as  provided  by  section  37(lc(b)  of  the  Agri- 
mltural  Adjustment  Act  of  1938  to  maintain  eligibility  for  marketing  certificates. 
The  amount  that  may  be  withdrawn  in  any  year  prior  to  July  1,  1976,  Is  the 
UBOUDt  by  which  the  actual  production  for  that  year  Is  less  than  three  limes 
tbe  domestic  allotment  for  that  year  times  the  yield  established  for  the  farm 
for  tbe  issuance  of  marketing  certificates.  Any  balance  remaining  in  store  on 
July  1, 1676  may  be  withdrawn. 

TITLE    III TTPLAND    COTSOS 

Sections  301.  302,  and  303.  Marketing  Quotas  Repealed,  Loans,  Payments,  Bet- 
Aside. — These  sections  would— 

(1)  repeal  provisions  for  cotton  marketing  quotas, 

(2)  repeal  provisions  for  minimum  domestic  allotments  and  price  sap- 
ports  for  cotton, 

(3)  remove  all  acreage  restrictions  on  cotton,  beginning  with  the  1973 
crop, 

(4)  replace  the  cotton  diversion  program  with  a  set-aside  program  which 
does  not  require  that  the  acreage  set-aside  be  diverted  from  cotton,  and 

(5)  limit  payments  under  the  cotton  program  to  any  person  for  any  year 
in  accordance  with  a  graduated  scale  beginning  at  {20,00  and  ending  at 
S200,000.' 

<)uotas 

Section  301  (I)  provides  that  the  following  sections  of  the  Agricultural  Ad- 
justment Act  of  1^8  shall  not  be  applicable  to  upland  cotton  of  the  1971  and 
anbsequNit  crops :  Section  342  (National  Marketing  Quota),  343  (Beferendum), 

■Sra  Appendix  A. 
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841  (Acreage  Allotments),  845  (Farm  Marketing  Quotas),  and  348  (Penalties; 
Slzport  Uarket  Acreage).  It  also  makea  the  lUstorr  preaerTatimi  proritions  «i 
aectlon  377  Inapplicable  to  upland  cotton  and  wbeat  of  the  1971  and  subaeqoent 
crops. 

Under  section  303  loans  on  cotton  would,  as  at  present,  be  at  snch  level,  not 
In  excess  of  90  percent  of  the  estimated  world  price  for  cotton,  as  will  provide 
orderly  marketing  and  retain  an  adequate  share  of  the  world  market  for  cotton 
produced  In  the  United  States. 
Payments 

Payments  would  be  made  under  section  303  on  the  domestic  allotment  at  a  rate 
of  not  to  exceed  80  percent  of  tie  estimated  world  price  for  cotton.  Under  existing 
law  price  support  payments  may  not  be  lees  than  9  cents  per  pound,  nor  may  they 
be  less  than  a  rate  which,  when  added  to  the  loan,  provide  price  support  equlT- 
aient  to  65  percent  of  parity  on  the  permitted  acreage  of  cotton.  Tlie  bill  does 
not  provide  similar  mlnlniiima.  Existing  law  also  provides  for  a  niinimiim  national 
allotment  of  16  million  acres,  a  minimum  cooperator  percentage  of  S7.5  percent, 
and  a  minimum  farm  domestic  allotment  equal  to  66  percent  of  the  farm  acreage 
allotment,  all  of  which  provide  assnrance  of  a  minimum  farm  domestic  allotment 
or  permitted  acreage  upon  which  price  support  payments  are  based.  The  bill  does 
not  contain  similar  mlnlmums.  Under  section  S01(2)  of  the  bill  the  domestic  allot- 
ment for  cotton  Is  the  number  of  acres  which  will  produce  an  amount  of  cotton 
equal  to  the  estimated  domestic  consumption,  bnt  not  less  than  85  percent  of  the 
domestic  allotment  for  the  preceding  crop.  In  the  case  of  the  1971  and  1972  crops 
the  national  domestic  allotment  may  be  in  snch  amount,  not  in  excess  of  the 
national  domestic  acreage  (or  the  1970  crop,  as  the  Secretary  determines  neces- 
sary to  maintain  adequate  supplies.  Domestic  allotments  would  be  established  for 
farms  in  a  manner  similar  to  the  maimer  In  which  farm  acreage  allotments  are 
presently  established,  except  that  they  wlU  be  baaed  only  on  the  amount  of  cotton 
required  for  domestic  u»es.  Provi^on  is  made  for  reducing  the  domestic  allotment 
for  the  farm  if  the  producer  plants  less  than  the  acreage  on  which  payments  are 
made  available.  The  yield  usc^  as  the  basis  for  payments  under  section  303  would 
l>e  the  yield  established  for  the  farm  for  ttie  preceding  ciop  with  such  adjust- 
ments as  are  necessary  to  provide  a  fair  and  equitable  basis.  Additional  payments 
are  anthorized  by  section  303  for  additional  voluntary  diversion  and  use  of  the 
farm  by  the  public  for  hunting,  trapping,  flablng,  and  hiking.  Payments  would 
be  required  to  be  shared  among  producers  on  the  farm  on  a  fair  and  equitable 
Itasls. 

The  program  would  be  carried  out  through  the  Commodity  Credit  Corporation 
but  payments  could  not  be  made  unless  the  Coiroration  has  received  an  appro- 
priation to  cover  such  payments,  bnt  the  Corporation  could  Incur  obligations  for 
making  payments  in  such  amount  as  may  be  authorized  In  an  awropriatlon  act. 

Provision  is  made  for  the  sale  and  transfer  of  domestic  allotments  by  section 
350(g)  of  Che  Agricultural  Adjustment  Act  of  1938,  as  amended  by  section  301(2) 
of  the  bill. 
Bet-aside 

To  be  eligible  for  loans  and  payments  the  producer  Is  required  by  section  302 
of  the  bill  (If  the  Secretary  determines  Uiftt  supplies  of  commodities  would  other- 
wise be  excessive  and  proclaims  a  set-asldc)  to  set  aside  an  acreage  of  cropland 
on  the  farm  to  be  specified  b.v  the  Secretary  and  devote  It  to  approved 
conservation  uses,  and  to  maintain  the  normal  conserving  acreage  on  the  farm. 
The  Secretary  may  permit  producers  to  plant  commodities  on  the  set-aside  acres 
if  necessary  because  of  an  emergency  created  by  drought  or  other  disaster,  or  In 
order  to  prevent  or  alleviate  a  shortage  of  such  commodities.  In  order  to  provide  an 
orderly  transition  to  the  set-aside  program,  the  Secrptnry  is  authorized  for  the 
1971  and  1972  crops  to  limit  the  acreage  planted  to  cotton  on  the  farm. 

Provision  is  made  for  additional  voluntary  diversion  of  acreage,  for  which 
the  producer  would  l)e  paid  additional  corapi-nsation.  If  such  additional  diversion 
Is  necessary  to  assist  in  adjusting  the  acreage  of  commodities  to  desirable  goals. 
The  total  acreag('  so  diverted  would  be  limited  in  order  not  to  adversely  affect 
the  economy  of  the  local  comraunitj'. 
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Producers  would  be  required  to  protect  the  acreage  set  aalde  under  the  pro* 
gma  from  erosion,  Inaecta,  weeds,  and  rodents.  Provision  la  made  for  entering 
Into  agreement  with  the  producer  for  use  of  the  furm  by  the  general  public  for 
himtlng,  trapping,  fishing,  and  hiking. 

The  gecretar;  is  authorised  to  prescribe  terms  and  conditions  of  the  program. 
Fatfment  limitation 

The  total  amount  of  payments  which  a  person  would  be  entitled  to  receive 
imdei  the  program  would  t>e  limited  by  section  303  of  ttie  bill  in  accordance  with 
a  graduated  scale  begiimiitg  at  $20,000  and  ending  at  $200,000.'  A  commen- 
Burate  reduction  In  the  set-aside  is  provided  for. 
Speoial  cotton  retearoh  program 

The  Secretary  would  be  authorized  by  section  303  to  deduct  not  to  exceed 
$10,000,000  annually  from  funds  available  for  payments  to  cotton  producers  and 
to  use  such  funds  to  conduct  a  special  cotton  research  program  designed  to  re- 
duce the  cost  of  produciug  cotton  and  to  Improve  the  competitive  position  of  the 
cotton  Industry  in  the  United  States. 

Section  302  provides  for  measurement  of  an  acreage  equal  to  the  farm  do- 
mestic cotton  allotment  prior  to  planting,  as  Is  now  provided  for  cotton  acreage 
allotments. 

TITLE    IV— MISCia,LANEOUS    PB0VI6I0NS 

Section  401.  Technical  Amendmenta.—TiAa  section  would  amend  the  Agricol- 
toral  Adjustment  Act  of  1S)38  to  (I)  make  sections  378  (Eminent  Domain)  and 
379  (Beconstitution  of  Farms)  applicable  to  domestic  wheat  and  cotton  altot- 
inenta  In  the  same  manner  they  are  now  applicable  to  wheat  aad  cotton  acreage 
allotments:  and  (2)  make  section  3S3  (Finality  of  Farmers  Payments  and 
Loans)  applicable  to  pujments  undi^r  the  wbeat,  cuttOQ,  and  feed  grain  set-aside 
programs. 

Bectlon  402.  Technical  AmCTidment.  Transfers  of  Bases  and  Domestio  Allot- 
wientt  Between  Public  Lands  in  the  Same  County. — This  section  extends  section 
706  of  the  Food  and  Agriculture  Act  of  1965  to  provide  for  the  transfer  of  feed 
grain  bases  and  wheat  and  cotton  domestic  aliotmeuts  from  auy  farm  composed 
of  public  lands  to  any  other  farm  composed  of  public  lands  in  the  same  county 
In  the  same  manner  as  now  provided  for  feed  graio  bases  and  wheat  and  cotton 
allotments. 

Sectlfm  403.  Technical  Amendment. — This  section  provides  that  loans  aud 
pnrchascs  under  the  wlieat,  cotton,  and  feed  grain  provisions  of  the  bill  shall  be 
treated  as  though  they  were  price  support  operations  for  the  purposes  of  sections 
402  (Support  At  Increased  Level),  403  (Adjustments  Cor  Grnde,  Etc.).  40ft 
(Advance  Announcement),  and  418  (Disposition  of  Commodities  to  Prevent 
Waste)  of  the  Agricultural  Act  of  1949. 

Section  404.  Restrictions  on  Sales  by  CCC. — This  section  would  make  tbe 
minimum  sales  price  for  COC  stocks  of  wheat,  corn,  grain  sorghum,  barley, 
cats,  rye,  and  upland  cotton  110  percent  of  the  loan  rate  plus  reasonable  carry- 
ing charges,  except  that  CCC  may  sell  certain  qualities  of  upland  cotton  at 
lower  prices  if  necessary  to  achieve  a  balanced  inventory  or  to  meet  market 
d»najid-  The  statatory  minimum  at  present  is  105  percent  of  the  loan  value 
tor  wheat,  lOG  percent  of  the  current  support  price  for  feed  grains,  aud  110 
percent  of  the  loan  value  for  upland  cotton,  plus  reasonable  carrying  charges 
In  tlie  case  of  wheat  and  feed  grains,  except  that  (1)  when  the  carryover 
of  a  commodity  for  which  a  voluntary  adjustment  program  is  in  effect  will  be 
less  than  25  percent  (35  percent  in  the  case  of  wheat)  of  the  estimated  export 
and  domestic  consumption,  tbe  mluimum  is  116  percent  (120  percent  in  the 
taae  of  wheat)  of  the  current  loan  value  plus  reasonable  carrying  charges; 
(2)  CCC  is  required  to  sell  at  current  market  prices  a  quantity  of  upland  cotton 
equal  to  the  amount  by  which  requirements  exceed  production;  and  (3)  the 
cnrreut  feed  grain  and  cotton  provisions  authorize  payments  in  kind,  which  are 
made  in  the  form  of  certificates  redeemable  in  coiuoiodities  at  their  current  loan 
late,  plus  carying  charges  in  the  case  of  feed  grains.  The  provision  referred 
to  in  the  flrst  exception  would  be  repealed  by  the  bill ;  the  second  expires  July 
31, 1971,  and  tbe  wheat,  feed  grain,  and  cotton  provisions  of  tbe  bill  do  not  pro- 
Tide  for  payments  in  Icind. 

>  See  Appendix  A. 
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Section  405.  Canceltalton  of  Allotments. — This  section  aathorixea  the  Secre- 
tary of  Agriculture  to  reduce  or  cancel  any  base  or  allotment  which  ia  no  lonter 
being  used.  This  provlrfon  would  be  aw>llcable  to  tobacco,  rice,  and  peanuts,  as 
well  as  to  wheat,  feed  grains,  and  cotton. 

Section  406.  Cottonseed  and  Soybean  PrUx  Support.— This  section  would  re- 
pettl  the  provision  In  exlxting  law  wtilch  requln-a  that  whenever  the  price  ot 
eitber  cottonseed  or  soybeans  is  supported,  the  price  of  the  other  shall  be  sup- 
ported at  such  level  as  the  Secretary  determines  will  cause  them  to  compete  on 
ei|ual  terms  on  the  market 

Section  407.  Annual  Report.—Thla  secUon  provides  for  an  annual  report  to 
CouKresa  on  the  feed  grain,  wheat,  cotton,  and  long  term  land  retirement  pro- 
gr;ims  carried  out  under  the  bilL 

TITLE   V DAIBT 

Section  501(a),  (b),  (e),  and  (d).  Milk  Markctinti  Ordcri. — Section  501<a> 
would  amend  tbe  authority  for  base  plans  under  milk  marbetlng  orders  to  pro- 
vide separately  for — 

(A)  seasonal  base  plans  <clause  (d) ) ; 

(B)  so-called  LouisvUIe  plans  under  which  handler  payments  aie  ac- 
cumulated In  one  period  for  disbursement  In  another  so  as  to  ^icoarage 
seasonal  adjustments  in  the  production  of  milk  (clause  (e))  ;  and 

(C)  Class  I  base  plans  | clause  (f)). 

The  proposed  seasonal  base  plen  provision  dllTers  from  existing  law  in  that — 

(a)  bloc  voting  by  a  cooperative  of  its  m«nbers  would  be  permitted,  and 

(b)  transfersof  bases  would  not  be  authorized. 

The  provision  with  respect  to  Louisville  plans  would  make  it  clear  that  siudt 
plans  are  authorized. 
The  proposed  Class  I  base  idan  provision  diflers  from  eTisting  law  in  that — 

(1)  tbe  authority  for  class  I  base  plans.  whi<A  under  the  present  law 
expires  December  31,  1970,  Is  made  permanent 

(2)  the  Class  I  base  plan  authority  is  substantially  revised  to  provide 
spectflcally  for  allocation  of  clasa  I  bases  to  various  classes  of  producers, 
as  follows : 

(a)  Producers  under  the  order  on  its  effective  date  would  receive 
bases  on  tbe  basis  of  deliveries  of  milk  under  the  order  during  a 
representative  period  of  1  to  3  years  which  will  be  automatically  Up- 
dated each  year. 

(b)  Producers  who  did  not  produce  milk  during  part  of  the  repi^ 
sentattve  period  and  who  were  not  covered  by  the  order  on  its  effective 
date  would,  within  90  days  after  becoming  producers  under  the  order, 
be  allocated  bases  which  the  Secretary  determines  proper  taking  into 
consideration  supply  and  demand  conditions,  orderly  marketing  and 
the  respective  interests  of  producers  and  the  consuming  public.  Such 
bases  for  a  period  not  to  exceed  3  years  shall  be  reduced  by  not  more 
than  20  percent. 

(e)  Dairy  farmers  l)ecoming  producers  under  the  order  by  reason 
of  the  plant  to  which  they  are  making  deliveries  l)ecomiug  a  pool  plan 
under  the  order  would  receive  bases  on  the  same  basis  as  established 
producers  under  (a). 

(d)  Dairy  farmers  who  produced  milk  during  the  representative 
period,  but  who  were  not  under  the  order  on  its  effective  date  shall, 
90  days  after  delivering  milk,  be  provided  bases  on  the  same  basis  as 
producers  under  (a)  with  respect  to  milk  delivered  from  the  same 
production  facilities  they  used  during  the  base  period. 

(e)  Producers  who  were  under  the  order  on  its  effective  date,  but 
who  had  not  produced  milk  during  the  representative  period,  and  certain 
other  pro<lucers  could  receive  such  allocations  as  might  be  neceasary 
to  alleviate  hardship  or  as  might  othenvise  i)e  appropriate. 

(3)  it  is  made  clear  that  conditions  may  lie  imposed  on  transfer  of  bases 
to  prevent  them  taking  on  unreasonnbie  value. 

Individual  voting  would  continue  to  he  requireil  for  ('lass  I  base  plans,  and 
authority  for  transfer  for  Class  I  bases  would  remain  effective. 

Subsections  (b),  (c).  and  (d)  disclaim  any  intent  to  affect  the  status  of 
producers-handlers,  section  tic(5)G  or  (.'lass  1  base  ptnns  heretofore  adopted 
under  existing  law. 
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8iiffS€»ted   amendmcntii 

1.  Section  8c(5)<B)(d)  of  tbe  Agricultural  Adjustment  Act,  aa  It  would 
be  timended  bj  the  bill.  Ih  Ideutk-nl  to  the  lauguage  of  Ebat  t>rovl(i[oii  prior  to 
enac-tment  of  th*'  Food  and  Agriculture  Act  of  1965.  except  for  the  addition  of 
the  pbnise  ",  wblcb  need  not  i>e  limited  to  oue  year".  Wtiile  section  Sc(5)  (B> 
Id)  la  Intended  by  Ihe  bill  to  lie  restricted  to  lieatioual  base  plauH,  there  is 
Dotblng  In  Ita  language  that  so  restricts  It.  This  committee  in  Its  report  on  9. 
1915  construed  this  language  as  authorizing  CIobs  I  base  plane  an  well  as  seasonal 
base  plans.  If,  as  ne  understand  to  tie  the  case,  the  Intent  is  to  restrict  section 
8c(5)  (B)<d)  to  seasonal  plans,  this  might  be  made  clear  by  amending  section 
t^(5)(B)(d)  to  read  as  follows:  "(d)  furtber  adjustment  to  encourage  seasonal 
adjustments  in  the  pruduetlon  of  milk  thniugh  equitable  apportionment  of  the 
total  value  of  the  milk  purchased  by  any  handler,  or  by  all  handlers,  among  pro- 
dncers  on  the  basis  of  their  marketings  of  mitk  during  a  representative  period  of 
time,  which  need  not  be  limited  to  one  year ;" 

(2  The  words  ''may  be  Included  in  an  order"  in  section  8c(5)(B)  of  the 
Aerirnltnral  Adjustment  Act.  as  amended  by  the  bill,  should  l>e  replaced  by  a 
semicolon  to  make  It  consistent  with  the  rest  of  the  sentence  in  which  it  appears. 

13)  The  provisions  for  allocation  of  bases  need  clarification. 

(4)  The  phrase  ",  pursuant  to  the  provialons  of  section  8c(5)(l)  of  this 
Act."  sbould  be  Htriclfeu  from  paragraph  (v)  on  page  46  as  surplusage. 

Section  501  (e).  ReiHew  /"c/iftotw.— Section  501  (e)  would  amend  section  8c 
(lo)  of  the  Agricultural  Adjustment  Act  to — 

(1)  provide  producers,  with  respect  to  provisions  and  actions  directly 
related  to  imyments  to  producers,  the  same  Hdministratlve  review  procedures 
as  presently  provided  for  handlei's ;  and 

(2)  make  orderH  in  administrative  review  proceedings  under  section  8e 
(15)  reviewable  by  the  Circuit  Courts  of  Appeal  rather  than  as  presently 
by  the  District  Courts. 

SectioD  502.  Price  support. — This  section  amends  section  201  of  the  Agri- 
cultDrnl  Act  of  1!>49  by  removing  Che  requirement  that  butterfat,  and  the  products 
of  milk  and  butterfat.  be  su|iported  at  levels  apart  from  the  price  support 
level  for  whole  milk  from  which  these  products  were  derived.  As  amended, 
section  201  would  make  the  lei-el  of  support  applicable  only  to  whtrfe  milk. 
Such  support  would  be  through  purchases  of  milk  and  the  products  thereof 
at  such  prices  as  would  result  In  the  prices  paid  producers  for  their  whole 
milk  being  supported  at  such  level  between  75  and  90  percent  of  parity  as  the 
Se<'retary  delemiiites  necessary  in  order  to  assure  an  adequate  supply. 

Section  503.  Armed  Services  Milk  Program. — This  section  extends  to  December 
31.  1»73,  the  authority  under  section  202  of  the  Agricultural  Act  of  lft49  for 
the  donation  bj  Commodity  Credit  Corporation  of  dairy  products  to  the  Ad- 
ministrator of  Veterans  Affairs  and  to  the  military  for  utilization  after  they 
hare  made  their  usual  purchases  of  dairy  products  in  the  normal  channels  of 
trade. 

TITLE    VI L0.N0-T6EM    LAND    B^iSEMENT 

Section  601.  Croplan/I  Convrr»ion  Program  Amendmcntn. — This  section  amends 
flection  18(e)  of  the  .Siil  Conservation  and  Domestic  Allotment  Act  (which  au- 
tborises  contracts  with  producers  for  gieriods  of  not  to  exceed  ten  years  for  con- 
Tertiiig  cropland  to  soil  conserving  practices  and  other  approved  uses)  to — 

(1)  Adds  as  a  purpose  of  the  program  assisting  farmers  to  retire  from 
farming  while  continuing  to  live  on  their  farms ; 

(2)  Authorize  payments  for  devotion  of  the  converted  acreage  to  approved 
wildlife  food  plots  or  flsh  and  wildlife  liabitat  which  are  establislied  in  con- 
formity with  standards  developed  liy  the  Secretary  of  Agriculture  in  con- 
sultation with  the  Secretary  of  the  Interior : 

(3)  Autliorize  iMiyments  for  iicnnitting  public  access  to  the  farm  for 
hnnting,  trapping,  fishing,  and  hiking ; 

(4)  Provide  for  an  Advisory  Hoard  (whose  members  could  be  paid  com- 
pensation, per  diem,  and  traveling  ex|)enses)  and  for  State  cooperation  in 
carrying  out  the  program  described  in  (2)  and  (3)  ; 

(5)  Authorize  payments  to  Federal,  State,  or  local  Governments  for  the 
acquisition  of  cropland  for  the  preservation  of  open  spaces  and  similar  eptr- 
cifled  puriioses  and  cost  sharing  for  facilities  for  such  purposes; 

(6)  Authorize  use  of  an  advertising  and  hid  procedure  to  determine  lands 
to  lje  covered  by  cropland  conversion  agreements ;  and 
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(7)  Increases  the  limit  on  total  parments  In  any  fear  under  section  16(e) 
toS30ullUon  (fiTMnSlO million}. 

The  prorisionu  deSLTlbed  In  (S),  (S),  and  (6)  are  similar  to  provisions  COD- 
tajned  In  section  602  (c),  (d),  (i),  and  (J)  of  the  Pood  and  Agrtcaltnre  Act  4d 
1965  (which  provided  for  the  Cropland  Adjustment  Progrram  and  which  exjilrea 
December  31,  1910).  Similar  prori^ona  authorizing  payments  for  poblic  access 
for  hunting,  trapjilng,  flshini;,  and  hiking  are  contained  In  the  feed  grain,  wbeat, 
and  cotton  diverBlon  provl^ons  of  the  bill, 

SectiMi  602.  CiirenanU  Hot  To  Crop. — This  section  aathorlses  pajm«ita  to 
producers  entering;  into  cuTenants  (running  with  the  land)  not  to  harvest  crops- 
In  surplus  supply.  Provisions  similar  lo  tbose  of  section  601  with  respect  to  llsb. 
and  wildlife ;  hunting,  etc. ;  an  Advisory  Board ;  Stat«  cooperation ;  and  use  of  an 
advertiainK  and  bid  procedure  are  contained  In  this  section.  Covenants  covering 
not  more  than  2  million  ncres  could  be  entered  Into  in  an;  fiscal  year. 

Section  603.  Finality  of  Farmer*'  PaymcnU. — This  section  makes  section  385 
of  the  Agricultural  Adjustment  Act  of  1938  applicable  to  peyments  under  the- 
covenant  not  to  crop  program  provided  for  by  section  602  of  the  bilL  Section  385 
makes  ttie  Secretary's  determination  of  the  facts  constituting  the  basis  for  any 
payment  final  and  coDclusive.  Section  385  Is  now  applicable  to  many  programs, 
and  would  be  extended  to  the  bill's  new  feed  grain,  wheat,  and  cotton  programs 
by  section  401  (3)  of  thebllL 

TTTLE    VH— PUBLIC    LAW     480 

Section  701.  Extension  of  Public  Law  i80. — This  section  would  make  the  Agri- 
cultural Trade  Development  and  Assistance  Act  of  1954  permanent.  It  would  also 
authorize  the  President  to  waive  the  prohibitions  against  sales  to  a  fon^ign 
government  controlling  a  world  Communist  movement  and  against  sales  for  for- 
eign currencies  to  any  country  dominated  by  a  Communist  government,  if  he 
determines  such  sale  would  be  in  the  national  Interest 

Appendix  A. — Application  of  Faimeht  Limitations  of  the  Bill 

Under  the  payment  limitations  of  the  bill  for  feed  grains,  wheat,  and  cotton  a 
producer  could  receive  up  to  a  total  of  (110,000  for  each  of  Qioae  crops,  computed 
as  follows : 


Patctnt  rnluctioii  Total  n*t 

tall^'wi 


I   DolllttMlitctiDn       Nil  pnmnli       iMymifltifsr  I 


OtoCO.000 _ 0  0  JWOOO  t»l;000 

E 0.000  lo  J*0,O(M__ 10  CMQ  18,000  3*.0O» 

D,OM  to  »0,000 M  1,000  16,000  S«,000 

160,000  Id  WQ.QOO._ 3D  6,000  H,DOO  60,000 

W0,000  to  1100,000 «  8,000  IZ.MO  80,000 

1100.000  Id  (120,000 50  10,000  10,000  M.OOO 

ilZD.OOO  to  inO.OOO 60  1!,000  8,000  38.000 

il40,000toil60,000_._ 70  H,000  6,000  104.000 

il60,000to  1180,000 ao  16.000  4.0O0  108.000 

1180,000111  ROO.OOO 30  18.000  2,000  110,000 

Moie  tli9nCD0,l»0 100 110,000 

The  Chairman.  In  studying  the  present  proposals,  I  note  that  many 
of  them  simply  nmend  the  present  law.  Inany  event,  I  am  very  hopeful 
that  within  the  next  week  we  can  gather  enough  testimony  that  will 
form  the  basis  for  an  extension  or  a  renewal  or  additions  to  the  present 
law.  And  I  am  very  liopeful  that  before  we  act  tlie  House  will  send  us 
its  version  of  what  oufjht  to  be  done. 

I  understand  that  the  House  of  Representatives  has  been  liolding 
hearings  for  quite  some  time,  and  up  to  now  they  have  not  com©  to 
any  definite  conclusion  as  to  what  ought  to  be  included  in  a  bill,  but 
they  are  working  on  it.  And  I  was  tola  by  the  chairman  sometime  ago 
and  other  members  of  the  committee  that  they  Iioped  to  get  a  bill  before 
the  House  of  Representatives  and  have  it  enacted  before  Easter.  And  I 
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hope  that  occurs.  If  it  does,  why  I  can  foresee  the  enactment  of  a  new 
fsna  bill  early  this  year. 

Does  anybody  desire  to  make  any  preliminary  statements  before  we 
st&rtt 

Senator  Young.  Mr.  Chairman,  I  want  to  say  that  I  am  in  full  accord 
with  your  views  on  using  the  present  law  as  a  basis  of  writing  new  l^s- 
lation.  I  do  plan  to  have  some  amendments  which  I  will  offer  later. 

The  Chairman.  Very  well. 

Anybody  else?  If  not,  the  first  witness  is  Senator  Tarborough  from 
Texas.  You  may  proceed,  Senator. 

AAIEHEarr  of  HOK.  RA}:JH  YABBOBOVaH,  A  ir.S.  SENATOB  7S01E 
TEE  STATE  OF  TEXAS 

Senator  Yarborough.  Thank  you,  Mr,  Chairman.  You  and  the 
experienced  members  of  this  committee,  which  is  so  important  to  the 
prosperity  of  mvState.  We  have  more  farm  families  in  Texas  than 
any  other  State.  We  have  not  gone  to  corporate  agriculture  like  a  great 
part  of  California  has.  Agriculture  is  a  matter  of  vital  interest.  More 
people  in  my  State  earn  their  living  in  agriculture  than  any  other 
way.  It  is  a  matter  of  great  importance,  I  am  cosponsor  of  S.  3068, 
introduced  here,  and,  Mr.  Chairman,  I  have  a  very  comprehensive  and 
thorough  statement  explaining  it.  I  say  that  with  all  deference,  not 
that  I  have  done  this,  I  had  members  of  my  staff  and  people  in  the  Gov- 
eroment  working  on  this  for  days.  I  ask  leave  to  have  it  presented  in 
full  in  the  record  at  this  time.  In  the  interest  of  time,  and  in  view  of  the 
very  experienced  witnesses  who  work  and  live  with  agricultural  orga^ 
niz&tions  who  are  here,  I  will  make  my  remarks  a  brief  condensation 
but  ask  leave  to  print  the  full  text  in  the  record. 

The  Chairman.  Without  objection  it  will  be  put  in  the  record,  and 
jon  may  summarize  it. 

Senator  Yarbohofrii.  Mr.  Chairman,  in  cosponsoring  this  bill,  it  is 
not  something  that  I  or  my  staff  pulled  out  of  thin  air.  This  bill  was 
■worked  on  for  a  long  time  by  practically  every  farm  organization  in 
America,  and  26  organizations  have  cosponsored  it.  This  coalition  of 
:fann  organizations  support  this  bill,  C.  3068.  I  have  a  list  of  24  of 
the  organizations.  A  few  more  came  in  later,  but  I  don't  have  their 
names.  It  is  supported  by  the  National  Grange,  the  National  Farmers 
Union,  the  National  Association  of  Wheat  Growei-s,  the  National 
Farmers  Organization,  the  Midcontinental  Farmers  Organization,  the 
United  Grain  Farmers  of  America,  the  National  Milk  Producers  Fed- 
eration, the  Pure  Milk  Products  Cooperative,  the  North  Carolina 
Peanut  Growers  Association,  the  National  Rice  Growers  Association, 
the  National  Potato  Council,  the  Virginia  Council  of  Farmer  Co-ops, 
the  Farmer  Cooperatives  Council  of  North  Carolina,  the  Grain  Sor- 
ghum Producers  Association,  the  National  Com  Growers  Association, 
the  Western  Cotton  Growers  Association,  the  National  Wool  Grow- 
ers Association,  the  Soybean  Growers  of  America,  the  Virginia  Pea- 
nut Growers  Association,  the  Peanut  Growers  Cooperative  Market- 
ing Association,  the  American  Rice  Growers  Cooperative  Association, 
the  Webster  County  Farmers  Organization  of  Guide  Rock,  Nebr.,  the 
Vegetable  Growers  Association,  and  the  North  Dakota  Feeder  Live- 
stock Producers  Association. 
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Those  -24  approved  tlie  bill  before  it  was  introduced  and  two  oth- 
ers have  endorsed  it  since.  So  this  bill  is  not  just  somethinjr  that  we 
dozen  or  so  who  introduced  it  thought  up  ourselves  but  this  has  been 
the  result  of  many  months  of  work  by  practically  every  farm  de- 
nization in  Apierica,  As  it  ended  up,  a  few  didn't  sponsor  it,  but  most 
did. 

As  we  know,  tlie  Agricultural  Act  of  1965  will  expire  December  31, 
of  this  year.  That  act  has  provided  the  basic  authority  under  which 
our  current  farm  programs  operate.  It  is  my  Jinn  conviction  that 
these  programs  have  served  the  Nation,  the  consumer,  and  the  farmer 
very  well  over  the  past  4  years  despite  the  agricultural  recession  that 
is  occurring  now.  I  think  basically  the  law  is  good  and  must  be  con- 
tinued. The  thrust  of  this  bill,  S.  3068,  is  a  continuation  of  current 
programs  with,  as  Senator  Young  has  jminted  out,  refinements  and 
improvements  which  liave  been  worked  out  with  time.  This  proposal 
of  ours  is  really  an  agricultural  stabilization  act.  It  reflects  the  ex- 
perience and  we  think  it  has  beneficial  modification  that  we  have 
worked  out  with  the  aid  of  all  these  farm  organizations. 

Mr.  Chairman,  I  want  to  express  my  appreciation  to  this  committee 
for  what  it  has  done  for  agriculture.  I  may  not  get  to  testify  again  be- 
fore it  this  year,  and  since'Iamherel  want  to  express  my  great  appre- 
ciation to  the  fine  work  that  Senator  Spessard  Holland  hasdone.  Inave 
had  the  privilege  for  5  years  of  being  on  the  Agricultural  Appropria- 
tions SuDconimittee  under  his  leadership,  and  agriculture  is  going  to 
suffer  great  loss  with  his  retirement.  I  regret  it,  and  fhe  farmers  ofmy 
State,  and  the  people  dependent  on  agriculture,  Senator  Holland, 
have  received  with  great  regret  the  announcement  of  your  voluntary 
retirement  from  the  Senate. 

Senator  Holl.vnd.  Thank  ^ou  very  much.  Thank  you  very  much. 

Senator  Yarborouoh.  Seemg  here  people  of  this  committee  who  have 
been  working  on  these  problems  for  years,  I  feel  some  hesitancy  in 
coming  here  m  light  of  the  experience  that  you  have  in  agriculture  and 
the  hard  work  you  have  put  in  over  the  years.  These  j)rograms  that 

J'ou  have  worked  out  are  the  result  of  a  long  evolutionary  process  of 
egislative  experience,  adjustment,  and  modernization.  And  I  think  it 
would  be,  Mr.  Chairman,  disastrous  folly  for  us  to  turn  our  backs  on 
this  experience  that  this  committee  and  the  Congress  has  worked  out, 
to  scrap  tlie.se  proven  programs  for  any  of  the  untested  and  unproven 
alternatives — and  i-e^dly  from  the  st«ndiK>int  of  agriculture  they  are 
radical  alternatives — that  have  been  suggested  to  the  agriculture  sta- 
bilization progi-ani.  We  have  a  sound  foundation  on  which  to  build 
and  our  efforts  should  be  directed  toward  improving  the  situation  of 
the  fanners  and  ranchers  who  are  sustaining  the  Nation's  demand  for 
food  and  fiber,  nither  than  scrapping  it. 

We  must  concern  ourseh'es  with  reversing  the  inequitable  economic 
demands  that  are  driving  so  many  of  our  [leople  away  from  the  farms 
and  ranches.  The  basic  tnnist  of  the  proposed  Agricultural  Stabiliza- 
tion Act  that  we  ha^-e  introduced  is  to  extend  the  Agricultural  Act.  of 
1965.  But  it  also  pi-ojjoses  n  series  of  amendments  ilesigued  to  strengthen 
the  present  farm  progrrams  and  increase  farm  income  by  from  $1.3  bil- 
lion a  year  to  $1,4  billion.  The  cosi  under  the  bill  we  ai-e  proposing 
ought  to  be  received  as  sound  investments  in  the  Nation's  most  impor- 
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taut  industry.  For  every  dolUr  invested,  two  will  lie  returned  in  the 
form  of  increased  income  to  the  farmers.  And  I  spell  that  out  ia  de- 
tail, Mr.  Chairman,  in  the  full  statement  I  have  here. 

The  Chairman.  How  much  of  this  additional  income  do  you  know 
will  come  from  Government  payments  ? 

Senator  Yarborough.  Mr.  Chairman,  I  will  have  to  stop  and  look 
through  the  supporting  documents. 

The  Chairman.  Well,  I  thought  maybe  you  had  it. 

Senator  Yarborough.  I  have  got  it  in  there.  There  has  been  a  3- 
percent  decline  in  prices  in  farm  crops,  but  the  total  realized  net  income 
of  farm  operators  in  1969  is  estimated  at  about  $16  billion,  and  $1.2 
billion  more  in  1968,  Under  certain  programs  that  have  been  initiated 
abont  $600  million,  I  believe,  have  been  cut  off  the  cost  of  the  agri- 
cultural program.  It  is  estimated  the  cost  of  this  bill  will  be  about 
§660  million  over  the  present  program,  but  the  administration  has 
cut  certain  payments  in  other  Imes,  and  our  final  summation  was,  of 
what  they  cut  out  of  other  things,  the  additional  cost  in  the  coalition 
bill  may  well  represent  no  increase  or  little  increase  in  the  cost,  and 
that  is  Because  of  the  cuts  that  the  committee  is  familiar  with,  which 
the  administration  has  made. 

The  Ch^vcrman.  Well,  this  proposal,  ns  I  understand  it  is  the  same 
that  has  been  introduced  in  the  House 

Senator  Yarborough.  Yes,  sir. 

The  Chairman  (continuing) .  By  the  same  organization. 

Senator  Yarborough.  Yes. 

The  Chairman.  And  they  have  had  hearings  on  it. 

Senator  Yarborough.  Yes,  sir.  But  now  it  would  cost  considerably 
more,  except  as  the  chairman  and  the  committee  knows,  the  admin- 
istration has  cut  very  sharply  on  some  programs,  has  cut  back  on  some, 
and  this  would  not  anticipate,  it  would  add  more  in  view  of  the  fact 
that  they  have  already  cut  those  back.  Of  course,  the  budget  this  year, 
while  we  have  a  $200  billion  budget,  it  cuts  some  over  $000  million  out 
of  agriculture.  It  cuts  the  agricultural  buget  by  nearly  a  billion  dollars. 
Agriculture  has  taken  the  brunt  of  the  $200  billion  administration 
budget. 

If  you  look  at  that  cut  of  between  $900  million  and  $1  billion  less 
than  the  budget  last  yesvr,  we  find  that  the  farmers  have  taken  the 
brunt.  Of  course,  we  would  not  cut  that.  AVe  would  add  $1.2  billion 
over  what  it  was  before  the  administration  cut  afrriculture,  consider- 
ing what  they  have  cut  already  in  operation,  the  i-ediictions  they  have 
made,  again,  sorghum,  wheat,  and  other  things  that  aie  already  in 
operation.  ■\Vhile  we  would  add  money  to  what  the  Government  is  now 
spending,  it  would  not  l>e  in  excess  of  what  the  cost  wsis  a  yenr  ago. 

Senator  Yor.vo.  Senator,  it  does  make  a  diiference  though  where 
the  cut  is  applied.  If  the  cut  is  applied  in  reimbursement  of  the  Com- 
modity Credit  Corporation,  it  roally  doesn't  cut  funds  for  the  pro- 
gram. 

S^iator  Yarboroigh.  No. 

Senator  YoiNo.  Actually,  budget  i-equests  for  programs  of  the  De- 
partment of  Agriculture  are  about  S'^Oi)  million  aI)ove  last  year. 

Senator  Yarborofgh.  The  recommendation  1  am  siiecifioally  think- 
ing about.  Senator,  is  the  recommendation  which  would  do  away  with 
the  milk  support  program  and  the  conservation  reserve  progi-am. 
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Senator  Youno.  Yes. 

Senator  YARBOBOuaH.  Those  I  think  would  be  very  unfortunate.  I 
think  the  milk  program  is  beyond  dairy  farmers.  That  is  the  health 
af  the  Nation.  And  the  health  organizatiwis,  I  know,  very  stnmgly 
support  continuation  of  the  separate  milk  program,  not  the  9cho(M 
lunch  itself,  but  the  milk  pro-am  at  Uie  midmoming  recess. 

The  main  purpose  of  this  bill  is  to  insure  adequate  supplies  of  ag- 
ricultural commodities  at  fair  prices.  It  is  to  assure  American  wage 
earners  they  will  continue  to  be  able  to  purchase  the  families'  food 
for  a  smaller  percentage  of  the  take-home  pay  than  ever  before.  Last 
year  American  consumprs  spent  only  about  16.5  percent  of  their  dis- 
posable income  to  purchase  food.  Programs  such  as  the  ones  author- 
ized bv  the  1965  act  and  the  Agricultural  Stabilization  Act  seek  to 
extend  and  improve  largely  upon  this  food  and  fiber  bargain  to  wage 
'earners. 

Mr.  Chairman,  last  year,  I  was  in  Russia.  You  have  been  there  often 
and  know  the  situation.  But  to  illustrate  what  this  means  to  American 
workers,  I  think  the  people  from  the  cities  overlook  how  American 
workers  are  profiting  by  these  farm  programs.  In  Moscow  a  ^oung 
couple,  interpreters,  traveled  with  us  to  Taskan  where  they  raise  72 
percent  of  the  cotton  in  the  Soviet  Union,  as  you  know,  in  that  wie 
Usbeck  so-called  republic,  which  is  only  three-fifths  the  size  of  Texas- 
Well,  the  young  people  who  lived  there,  which  is  where  some  of  Rus- 
sia's most  affluent  people  were  assigned,  one  of  the  wives  was  tiling 
us  how  she  gave  a  party  for  other  Americans  and  bought  a  kilogram 
of  eggplant  in  Moscow.  Two  and  two-tenths  pounds  cost  her  $2.25; 
slie  got  over  to  Tashkent  and  was  buying  vegetables  to  take  back  to 
Moscow.  A  kilogram  of  eggplant  cost  30  cents  American  money  in 
Tashkent. 

We  have  got  the  production  and  the  distribution  system  that  is 
getting  this  food  to  the  laborers  in  the  city.  In  Russia  those  workers 
pay  a  terrific  cogt,  and  laborers  in  Moscow  get  potatoes  and  they  get 
cabbages,  but  to  illustrate,  a  common  vegetable  such  as  eggplant  is 
almost  beyond  their  power  to  purchase.  While  most  of  the  agricul- 
tural production  of  Russia,  as  the  chairman  so  well  knows,  is  on 
state-owned  farms  where  they  take  workers  out  in  trucks,  and  the 
people  don^  live  on  the  land — ^in  these  collective  farms  where  people 
live  each  has  a  little  plot  of  land — the  Communists  are  trying  to 
abolish  that,  but  the  Communists  in  the  Russian  Government  won't 
let  them  because  of  these  little  plots  are  producing  80  percent  of  all 
the  eggs  and  42  percent  of  all  the  meat  in  the  Soviet  Union.  If  they 
did  awav  with  this  free  enterprise — we  learned  that  the  Govemmwit 
itself  calls  it  capitalism  and  an  impingement  and  threat  to  the  sys- 
tem—the practical  economists  say  it  would  ruin  Russia.  Do  yon  know 
in  Tashkent  and  others  there,  Usbeck  and  Georgeon  Republic  area 
they  hai-B  a  thousand  square  acres  each.  We  get  out  to  Siberia  and 
the  individual  family  gfts  12.5  acres  each.  But  these  little  plots  are 
next-  to  the  city  and  the  metropolitan  area  where  the  workers  live. 

I  am  saying  that  people  in  the  urban  areas  of  the  United  States 
don't  realize  the  benefit  to  the  work  force  of  America  of  getting  this 
goodfood,agood  variety  of  solid  food  at  minimum  cost. 

Senator  Curtis,  May  I  ask  a  question  1 

Senator  Yahborouoh.  Yes. 
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Senator  Cunne,  On  this  bill  you  are  supporting,  what  chuiges  would 
it  make  in  existing  law  in  reference  to  feed  grains  ? 

Senator  Yarborouqh.  I  will  have  to  turn  to  that,  Mr.  Chairman,  I 
do  not  have  it,  Senator  Curtis,  in  every  specific,  because  we  are  rely- 
ing on  the  succeeding  witnesses  who  have  very  voluminous  statements, 
but  I  do  have  that  in  my  statranent. 

It  is  under  title  III.  It  would  be  en  extension  of  the  feed  grain 
program  with  price  support  set  at  90  percent  of  parity.  Loans  will  be 
increased  from  $1,05  a  bushel  to  $1.15  a  bushel  for  com,  and  the  direct 
payments  would  be  increased  from  30  cents  per  bushel  to  40  cents  per 
bnshel.  That  is  part  of  the  increased  coat  that  I  mentioned.  If  you 
took  Sat  dollars  over  wha*  is  done  now,  the  cost  would  be  more. 

Senator  Cdbtis.  And  what  change  do  you  propose  in  reference  to 
wheat! 

Senator  Yabeorough.  Wheat?  Just  1  minute.  Senator.  I  have  got 
thsit  inhere. 

Senator  Dole.  Page  4,  isn't  it  ? 

Senator  Yarborough.  Title  V  would  extend  the  acreage  diversion 
and  domestic  certificate  payment  features,  but  it  adds  a  certificate  on 
eorport  wheat,  to  bring  the  total  payments  on  the  export  i>ortion  of 
the  wheat  crop,  which  is  now  about  500  million  bushels  a  year,  to 
a  price  range  from  90  to  65  percent  of  parity,  a  minimum  of  56  cents 
per  bushel  more,  under  the  current  adjusted  parity  ratio. 

That  price,  that  one-half  of  the  wheat  certificate  value,  can  be  paid 
to  wheat  farmers  at  signup  time.  We  estimate  that  additional  program 
costs  under  title  V  to  f Tie  wheat  farmers  will  be  about  $275  million  into 
the  $1.2  billion  more  than  it  would  gross  if  you  just  look  at  the  surface. 

Senator  Cubtis.  How  will  you  finance  the  certificates  ? 

As  I  understand,  part  of  it  is  processing  tax  and  part  of  it  is  direct 
apwxjpriation ;  is  that  correct,  Mr,  Chairman  ? 

The  Chairman-.  Appropriation  mainly. 

Senator  Cubhs.  All  of  it! 

The  Ch&ibman.  Yes. 

Senator  Young.  The  export  certificate  would  be  paid  out  of  the 
Treasury. 

The  Chairman.  Yea, 

Senator  Yarborough,  That  is  correct. 

Senator  Curtis,  But  I  am  referring  to  the  present  program.  Part  of 
it  comes  from  general  funds  and  part  of  it  from  processing  taxes  under 
existing  law. 

Senator  Dole.  Yes, 

The  Chairman.  Yes. 

Senator  Yarborough.  Yes. 

Senator  Cortis.  And  the  change  in  reference  to  certificate  financing 
would  be  that,  what  you  propose  for  export  certificate  would  be  paid 
out  of  the  general  treasury. 

Senator  Yarborough.  Yes,  sir. 

Senator  Curtis.  Any  other  change  in  reference  to  wheat? 

Senator  Yarborough.  Well,  Senator,  I  can't  answer  that  question. 
We  am^id  a  number  of  sections,  but  we  have  got  experts  who  have 
worked  in  wheat,  the  wheat  organizations  are  going  to  testify  later,  I 
would  rather  defer  that  question  to  them.  I  have  concerned  myself 
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mainly  with  tlie  cost  of  the  bill,  what  it  would  cost  the  Treasury,  and 
how  it  would  be  of  benefit  to  the  farmers.  Now,  the  tiscal  details  of 
handling  that  with  the  amendments  we  have  liere  to  sections  202,  204, 
and  502  of  the  Food  and  Agriculture  Act,  I  would  defer  to  the  ex- 
perts who  are  comine  on  to  testify. 

The  main  point  I  want  to  make  is  that  tins  extra  payment  is  not 
some  giveaway.  Having  seen  agriculture  in  other  nations,  there  is  no 
other  place  on  earth  where  tlie  worker  in  the  city  can  get  good  food  of 
great  variety  at  such  a  small  percentage  of  his  take-home  pay.  And  this 
agriculture  program  is  a  benefit  tluit  extends  not  merely  to  our  farm 
families  and  our  agriculture,  but  all  America  |»rofits  by  this.  Some- 
times I  fear  that  our  representatives  of  cities  don't  realize  how  bene- 
ficial this  is.  I'ntil  they  go  t^  cities  of  other  parts  of  the  world,  as  the 
distinguished  chairman  has,  and  who  is  more  aware  of  this  than  any- 
body else  in  the  Senate,  and  lia^e  seen  what  this  good  agricultuiul  pro- 
gram means  to  everybody  in  tliis  country,  and  not  merely  to  fai-mers. 

This  bin,  though,  is  bused  on  the  purity  concept.  It  is  usablCj  and 
should  not  be  discarded  for  some  new  and  untried  metliod  of  deriving 
support  levels  by  taking  some  percent  of  the  average  market  price,  as 
has  been  suggested.  That  would  be  a  drive  down  year  by  year.  Taking 
an  average,  unfa\-orable  years  would  drive  it  down.  It  would  result 
in  tlie  continued  diminution  of  payments  to  fanners.  And  I  think  that 
with  our  programs  working  reasonably  well,  we  ought  to  keep  them 
and  improve  them.  It  is  the  thrust  of  this  bill,  supported  by  26  farm 
organizations,  to  improve  the  [u^esent  system.  We  ought  to  have  parity 
income  for  that  .5  percent  of  our  population  which  feeds  everybodj' 
and  has  enough  left  over  to  export  about  one- fourth  of  the  aciBage 
fanned. 

I  just  heard  an  announcement  on  the  radio  night  before  last  that 
we  had  the  greatest-  deficit  in  payments  in  the  past  year  in  history — 
$9  billion,  I  believe,  Agricultui'e  is  helping  to  cut  that  deficit.  We  must 
support  agriculture,  and  keep  it  going.  Rice  acreage  has  been  cut 
badly,  wheat  acreage  12  percent.  We  know  of  the  cuts.  But  these  ex- 
ported products,  whether  under  public  law  where  we  use  them  to  help 
support  programs  overseas  or  whether  we  sell  them  for  casli,  are  a 
great  aid  in  our  efforts  to  reverse  the  unfavorable  balance  of  payments. 
You  can't  keep  that  without  a  productive  agriculture.  If  we  drive  tlie 
farm  families  off  the  farms,  the  i>e<i]Jle  in  the  cities  are  going  to  be 
paying  extremely  high  prices  for  their  food  and  fiber  within  5  years' 
time, 

I  want  to  thank  this  gi-eat  committee.  If  is  hugely  due  to  you  that  we 
have  the  agi'icultmiil  programs  that  we  ha\e  had.  I  want  to  point  out 
what  looks  like  a  $1.2  billion  cosl^the  Senator  has  asked  perceptive 
questions:  How  much  will  they  cost?  Wlierc  is  it  appropriated?  In 
the  long  run  I  think  if  ik  a  saving  to  a  stable  agricultural  economy. 

Thank  you.  Mr,  Chairman. 

(Senator  Yarboi'ough's  pro| tared  statement  is  as  follows:) 

Mr.  rhnlminn.  and  dlstlnRnislM'd  collpflfniefi.  thnnk  yon  for  tht»  npporhinity  to 
»I»|K't>r  fliHl  testify  In  Kiijiport  of  S.  ."WMW,  Th?  Aftri cultural  fttabilizatlon  Act.  I  am 
primd  to  bp  B  prIiM'liwl  siwinsor  of  this  bill.  It  pleased  nie  to  Join  with  SMiator 
McT.overn  nud  our  eleven  co-sponsors  In  presentint;  this  Important  leicislative 
projHwnl  for  coiisideratimi  by  this  Committee  and  the  Senate.  I  sponsored  this 
bill  l>ecause  ot  my  flriu  <ledl<-iition  to  the  coatiniiHtlnn  of  these  vital  farm  pro- 
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frama.  Ezperlenr«  has  demonstrated  that  the  current  farm  programs  have 
bpoefltM  the  Nation's  economle  Htablllty,  they  have  strengthened  the  American 
consumer's  (ood-aad- fiber  dollar,  and  have  provided  more  equitable  treatment 
ol  the  farmers  who  contribute  so  much  to  this  Nation's  well-being. 

The  Agricultural  Act  of  1065  will  expire  on  December  31st  of  this  year.  This 
act  has  provided  the  basic  authority  under  which  our  current  farm  programs 
operate.  It  is  my  firm  conviction  that  these  programs  have  served  the  Nation, 
the  consumer,  and  the  farmer  very  well  over  the  past  four  years,  and  must 
be  continued.  Certainly,  it  is  true  that  ImprovementB  and  modifications  sug- 
gested by  our  experience  with  these  progrHms  are  necessary.  Any  complex  leg- 
islative program  needs  i>ertodlc  review,  adjustment  and  refinement.  Our  pro- 
posed Agricultural  Stabilization  Act  reflects  this  experience  and  containe  several 
beneifldal  modifications. 

Our  agricultural  programs  are  the  result  of  a  long  evolutionary  process  ot 
legislative  experience,  ndjustinents.  and  modernization.  I  have  been  vitally 
concerned  with  their  development  and  hnjiruvement  ever  since  I  arrived  In  the 
Senate  over  a  dozen  years  ago.  I  submit  that  it  would  be  disastrous  folly  for 
UB  to  turn  our  backs  on  experience  and  to  scrap  these  proven  programs  for  any 
«f  tbe  untested  and  improven  and  radical  alternatives  that  have  been  suggested 
in  tbe  last  few  years,  or  even  In  recent  weeks. 

We  have  a  solid  foundation  on  which  to  build,  and  our  efforts  should  be 
directed  toward  improving  the  situation  of  the  farmers  and  ranchers  who  are 
SDstalolDg  this  nation's  demands  for  food  and  fiber.  We  must  concern  ourselves 
with  reserring  the  inequitable  economic  forces  that  are  driving  so  many  of  our 
people  away  from  their  farms  and  ranches. 

Mr.  Chairman,  only  a  few  days  ago,  on  January  27.  you  made  a  thoughtful 
and  thoroQKh  statement  on  the  floor  of  the  Senate  concerning  our  Farm  program 
and  the  Ecimomy.  The  newsletter  of  one  of  our  leading  national  farm  organi- 
zations termed  your  address  ".  .  .  the  most  comprehensive  review  of  the  farm 
situation  presented  to  Congress  in  recent  years."  With  your  permission,  1  wish 
to  quote  one  statement  in  particular  that  is  worthy  of  repetition  until  It  is 
fully  understood,  and  which  should  be  adopted  as  a  prime  basis  for  action  by 
erery  Senator.  You  stated : 

'The  point  Is  that  we  do  have  reserve  capacity  In  U.S.  agriculture.  We  are 
very  fortunate  to  have  It.  .  .  .  But  a  surplus  production  capacity  of  nearly  10 
percent  must  be  controlled  if  we  are  not  to  wallow  In  overproduction." 

This  central  point  of  our  national  agricultural  problem  la  the  measnre  aRalnst 
which  all  Senators  need  to  judge  tlie  blandishments  we  are  l>eglnnlng  to  bear 
from  those  who  would  scrap  the  solid  foundations  of  workable  farm  programa 
that  we  find  in  the  Agricultural  Act  of  196S. 

I^st  October  23,  I  joined  with  the  distinguished  Senator  from  South  Da- 
kota. Mr.  Me<iovern.  in  Introducing  the  Agricultural  Stabilization  Act  This 
bill  baa  been  unanimously  endorsed  by  a  coalition  of  26  major  farm  organiza- 
tions. Including  such  nationally  known  groups  as  the  National  Grange.  The 
National  Fanners  Union,  the  National  Association  of  Wheat  Growers,  and  many 
others,  which  are  composed  of.  and  speak  for,  American  farmers. 

■me  basic  thrust  of  the  proiiosed  Agricultural  Stabilization  Act  Is  to  extend 
tbe  Agricultural  Act  of  ISMT).  to  which  it  also  proposes  n  series  of  amendments 
designed  to  strengthen  present  farm  projrrams  and  Increase  farm  Income  by  $1.3 
to  J1.4  billion.  It  is  estimated  that  the  total  cost  of  the  bill  over  lOBft  would  be 
about  ?fl60  million,  but  Kince  the  Administration  antlcipotes  savings  from  Its 
other  actions  in  19Gi).  the  additional  costs  In  the  coalition  bill  may  well  repre- 
sent no  Increase — or  little  increase — In  costs  over  the  ]ft6i)  farm  program  budget. 
CofttB  under  the  bill  wp  are  proposing  ought  to  be  recelye<l  as  sound  Investments 
in  the  nation's  most  Important  industry:  for  every  dollar  invested,  two  will  be 
rerumed  in  the  form  of  liicrensed  income  to  farmers. 

Mr.  Chairman,  the  proposed  Agricultural  Stabilization  Act  does  not  take  a 
pnrochial  or  sectional  ai>priMich  to  the  present  farm  problems.  Like  the  lfl65  Act 
which  it  seeks  to  extend.  It  authorizes  workable  farm  pr<^rams  for  all  farmers 
thronghont  tlii.i  great  diversity  we  call  agrioilture,  Slost  important,  its  main 
purpose — to  insure  arleriuate  sui>|>lies  of  agricultural  commoclities  at  fair  prices- 
Is  nsrarance  to  the  American  wage-earner  that  he  will  continue  to  be  able  to 
purchase  the  family's  t<Ti6  for  a  smaller  percentage  of  his  take-home  Twy  than 
ever  before,  laist  .vear.  -American  consumers  spent  only  about  Ift.'i  percent  of 
difipomble  Income  to  purchase  food.  That  percentage,  which  has  been  steadily 
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declining,  was  about  20  perc^it  In  1960;  If  conanmers  last  year  had  to  qiend 
tbat  much  of  ttieir  Income  on  food,  total  expenditures  would  baye  been  orer 
|126  bilUon,  instead  of  the  {105  or  $106  billion  they  actually  apent.  Farm,  pro- 
erams,  such  aa  the  ones  authorized  by  the  1965  Act  and  which  the  A^cultorttt 
Stabilization  Act  eeelcs  to  extend  and  improve,  are  largelj-  responsible  for  thia 
food  and  fiber  bai^ain  to  American  wage-eamera. 

I  know  the  dilemma  of  the  American  housewife  who  faces  tbe  ctieckout  counter 
at  her  local  supermarket  daily  or  weekly.  Betail  food  prices  have  Increased 
almost  every  year  for  tbe  last  18  years,  and  this  past  year  has  seen  some  painfully 
sharp  rises.  But  housewives  and  wage-earners — and  Senators — need  to  be  re- 
minded that  in  all  those  16  years,  farm  price  increases  exceeded  those  of  retail 
food  only  3  times— one  of  which  was  1969. 

We  must  rpmpmlier  tliat  of  the  $105  or  $106  billion  ppent  by  American  wage- 
earners  for  food  Inst  year,  about  $96  billion  represented  food  that  came  from 
American  farms.  Is  thlt<  what  American  farms  received  from  tbe  public's  food 
expenditures?  It  Is  NOT!  Out  of  that  $96  billion,  farmers  received  only  f32.2 
billion ;  tlie  balance — $63.7  billion — represented  the  long  line  of  processors  and 
retailers  who  move  food  from  farms  to  markets. 

Tliere  wat<  an  interesting  colloquy  on  this  point  between  the  Senator  from 
Louisiana  and  the  Senator  from  Montana  which  ajtpears  in  the  Congressional 
Becord  for  January  27  of  this  year.  It  is  summarized  in  the  statement  of  the 
Chairman  of  the  Committee  on  Agriculture  and  Forestry  this  way: 

"The  farmers  and  the  producers  of  beef  are  not  the  ones  who  are  causing  the 
prices  of  their  products  to  increase  ...  It  is  the  in-ttetween,  in  the  distril)ution 
and  retailing  process  .  .  .  The  producers  and  the  farmers  get  nothing  more 
for  their  products  at  all,  Tbe  record  shows  that  tlie  prices  of  farmers  now  are 
mnch  lower  than  they  were  in  1047  and  1048.  .  .  ." 

Those  of  na  who  are  familiar  with  the  farm  problem  have  tried  for  a  long 
time  to  bring  this  message  tiome  to  America.  I  wi.ib  we  conld  convince  the 
public  of  its  truth,  for  they  would  then  see  that  these  programs  we  want  to 
extend  are  more  In  the  nature  of  consumer  subsidies  than  farm  subnidieB.  as 
they  are  so  often  dnbbed. 

I  mentioned  a  moment  ngo  that  IftfW  wn*  one  of  tbe  few  .venr.i  when  farm 
price  Increases  exceeded  retail  food  increases.  According  to  the  U.S.D.A.,  the 
index  of  prices  by  farmers  for  ail  farm  products  rose  about  5.-'>  percent  abore 
1968;  prices  received  for  livestock  products  were  up  11,6  percent,  but  prices 
received  for  all  eriijis  fell  3  percent 

These  changes  ought  to  be  further  proof  that  farm  programs  have  benefitted 
constuners  more  than  farmers,  for  there  are  no  price  support  programs  for 
livestock.  The  increase  in  livestock  product  prices  was  the  result  of  much 
heavier  consumer  demand  resulting  from  increased  income,  and  the  Inability 
of  livestock  producers  to  increase  marketings  fast  enough  to  meet  tlie  demand. 
The  old  biological  cycle  still  applies  in  livestock  farming. 

In  spite  of  the  3  percent  decline  In  prices  received  by  farmers  for  crops,  total 
realized  net  Income  of  farm  operators  in  1069  is  estimated  at  about  $16  billion, 
or  $1,2  billion  more  than  in  1968,  This  Increase  in  farm  income  was  possible  o>iIy 
because  of  the  eifective  operation  of  the  price  support  and  adJiLitnient  pro)tmm.s 
provided  in  the  lfi6.T  Agriculture  Act.  Had  those  programs  nnt  been  in  effect, 
realized  net  farm  income  would  have  tieen  alKiut  20  percent  less  than  it  was. 

Farmers  throughout  the  nation  realized  the  value  Of  these  programs.  Their 
continued  cooi>eration  over  the  years,  as  well  as  their  sitpiiort  tlirough  their  or- 
ganizations for  ttie  programs,  attests  to  their  approrni.  In  Texas,  which  is  one 
of  the  country's  largest  agricultural  states,  we  have  an  estimated  IfiT.OOO  farms — 
the  largest  number  of  any  State.  Among  the  operators  of  those  farms,  101.734 
participated  in  the  cotton  program  last  year;  SIMS  participated  In  the  feed 
grain  program;  and  41,940  took  part  in  tbe  wheat  program.  So  it  is  quickly 
evident  tliat  most  'Texns  farmers  hnvo  a  vftnl  Interest  in  the  programs  which 
the  coalition  farm  bill  would  extend. 

Let  me  briefly  outline  what  the  Agricultural  Stabilization  Act  proiioses  to  do. 
In  the  way  of  example,  I  will  relate  its  major  terms  to  our  fanners  in  Texas. 

Title  I  extends  the  Clnss  I  Unse  Plan  for  milk.  Unless  this  plan  Is  evtended. 
authoritv  for  tbe  creation  of  Class  I  plans  will  terminate,  and  the  one  plan  now 
in  efTect,  In  the  Pneet  Sound  Market,  would  expire.  Failure  to  extend  tbe 
Class  I  plan  will  deprive  other  markets  of  the  opportunity  to  establlsli  these 
plans.  Title  T  provides  steps  to  allow  wider  adoption  of  Class  I  plans,  and 
Involves  no  additional  costs  to  the  Federal  Government. 
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l^tle  II  extends  tbe  Wool  Program  which  provides  for  price  su^iorts  through 
loans  or  pnrcbases,  at  the  discretion  of  the  Secretary,  at  not  more  than  90 
percent  of  parity. 

Title  III  provides  for  extension  of  the  feed  grain  program,  with  price  sup- 
ports set  at  90  percent  of  parity.  Loans  would  be  increased  from  $1.05  per 
boshe!  to  £1.15  per  bushel  for  com;  direct  payments  would  be  Increased  from 
30  cents  per  bushel  to  40cents  per  bushel. 

While  the  feed  grain  program  is  important  to  feed  prodncers  throughout  the 
cotmtry.  It  is  vital  to  the  87.000  Texas  farmers  who  participated  in  the  1969 
program.  Total  diversion  and  price  support  payments  to  Texas  feed  grain 
farmers  in  1969  were  reported  by  the  U.S.D.A.  to  be  sliglitl.v  more  than  $124.7 
million  :  these  farmers  diverted  3.7  million  acres  of  their  7.9  lulllion-acre  feed 
grain  bases  in  19G9,  to  cooperate  in  the  prc^ram's  attempt  to  prevent  ruinous 
accumulation  of  surplus  grain  stock.  The  new  program  Included  iu  Title  III 
Involves  an  additional  cost  of  about  $350  million  for  the  Nation  as  a  whole. 

Title  IV  extends  the  cotton  program  without  change.  This  program  Is  of 
atmoet  importance  to  Texas  farmers,  who  in  1989  produced  nearly  30  percent 
of  the  total  U.S.  production.  Of  their  6.3  million-acre  cotton  bases,  Texas  farmers 
planted  5.2  million  acres,  and  harvested  4,7  million  acres,  receiving  price  support 
on  4  million  acres,  and  small  farm  payments  on  about  74.000  acres.  Total  pay- 
ments— price  supports  and  small  farui  payments— in  1960  were  about  $269  million. 

Reduction  ot  the  burdensome  16.9  million-bale  carryover  of  cotton  which  we 
had  in  1966  Is  one  of  the  outstanding  accomplishments  that  has  been  carried 
out  under  the  present  cotton  program.  The  Department  of  Agriculture's  January 
1070  Cotton  Situation  is  projecting  a  6  mtllioti-bale  carryover  next  August 
this  will  be  the  lowest  carryover  since  1953.  The  U.S.D.A.  also  reports  that 
farmers  this  year  will  pince  about  4.S  million  bales  under  loan;  the  current 
seaMin's  price  is  holding  just  above  the  loan  level.  Title  IV— extension  of  the 
present  cotton  program— ^loe^  not  contemplate  any  additional  costs. 

Ijet  me  digress  for  a  moment  from  ttiis  rundown  of  the  several  titles  of  the 
proposed  Agricoltnral  Stabilization  Act.  I  want  to  mention  a  recent  statement 
before  the  32nd  annual  meeting  nf  the  National  Cotton  Council,  by  a  distinguished 
member  of  the  Senate  Committee  on  Agriculture  and  Forestry,  the  Senator 
from  Georgia,  Mr.  Taimadga  In  his  thoughtful  remarks  on  the  plight  of  our 
cotton  farmers,  he  noted  that  cotton  costs  more  to  produce  than  it  Is  bringing 
In  the  market,  and  he  called  for  a  cotton  program  that  would  not  only  accom^lsh 
the  production  of  needed  ciuantittes  of  cotton,  but  which  would  compensate 
the  farmer  for  tbe  loss  he  incurs  between  the  cost  producing  cotton  and  the 
price  he  receives  for  it  "The  present  law,"  said  the  Senator,  "offers  the  best 
mechanism  for  doing  this,  with  certain  modifications." 

As  I  understand  it.  the  Senator  from  Georgia  proposes  a  program  which  would 
offer  the  cotton  farmer  a  "cost  price  adjustment" — the  difference  between  cotton 
production  costs  and  prices.  Secondly,  he  suggests  a  "supplemental  income  adjtist- 
ment"  payment  for  cotton  which  will  allow  the  small  and  medium-size  farmers 
some  measure  of  equity  and  assistance.  I  look  forward  to  further  study  of  the 
Senator's  su^estions  for  an  Improved  cotton  pr<%ram  during  these  hearings  on 
the  farm  program. 

Oontinning  with  this  brief  review.  Title  V  of  the  proposed  Agricultural  Stabili- 
sation Act  woold  extend  the  voluntary  wheat  certificates  and  acreage  diversion 
program.  Under  the  present  program,  farmers  receive  full  parity  for  domestic 
food  wheat,  through  a  certiScate  system. 

Under  the  1869  wheat  program,  farmers  participated  on  41.949  farms  In  the 
State  of  Texas.  Production  of  68.9  million  bushels  was  reported.  Texas  wheat 
fanners  diverted  607,546  of  their  allotment  acres,  receiving  $8.3  million  for  this 
portion  of  the  program.  Payments,  for  both  diversion  and  certificates,  totaled 
$&t.2  million  to  Texas  farmers. 

This  new  ntle  V  not  only  extends  the  acreage  diversion  and  domestic  certif- 
icate payment  features  oC  the  present  program,  but  it  adds  a  certificate  on  export 
wheat,  to  bring  total  payments  on  the  export  portion  of  the  wheat  crop  (about 
500  million  bushels)  to  a  price  range  of  from  90  to  65  percent  of  parity,  or  a 
minimum  of  50  cents  per  bushel  more,  under  tlie  current  nrtiusted  parity  ratio. 

Finally,  another  feature  of  the  proposed  Title  V  provides  that  one-half  of 
the  wheat  certificate  value  can  be  iwid  to  wheat  fanners  at  sign-up  time.  We 
estimate  that  additional  priigrtim  costs  under  Title  V  would  be  about  $275  million. 

Title  VI  of  the  bill  proposes  an  acreage  diversion  program  for  soybeans  and 
flaxseed — a  program  which  would  provide  price  support  loans  to  participating 


),Googlc 


(armeni  at  TG  percent  of  parltf.  HiIb  program  wonld  go  Into  effect  In  years  wben 
soybean  stocks  eireeded  150  million  busliels  on  tbe  31st  of  August.  For  instance, 
liad  this  proposal  been  on  tbe  boobs  last  iear,  It  woold  liave  been  triggered  bf 
the  August  Slst  stoL-ks  of  300  million  bushels  of  eoybeuiis,  and  would  hare 
required  a  diversion  of  2  to  3  million  a(?res,  for  an  additional  cotit  to  the  gorem- 
ment  of  some  S25  to  {35  million. 

Title  VII  of  our  proposed  bill  provides  for  a  permanent  "Consumer  Protection 
Reserve" — a  program  which  has  received  a  good  deal  of  attention  In  recent 
years.  This  prDi>osed  reserve  of  wheat,  feed  grains,  soybeans  and  cotton  would 
tterve  both  as  insurance  against  shortages  of  one  or  all  of  tbese  commodities 
and  as  a  means  of  insulating  the  market  from  tbe  ruinous  effects  of  price- 
depressing  sales  from  C4JG  stocks.  I^ree  types  of  reserves  would  be  estabUsbed : 
a  Commodity  Credit  Corporation  reserve;  a  reserve  held  by  producers  under  a 
reee«l  program  ;  and  a  reserve  held  by  produt-ers  under  3-year  contracts.  The 
program  contemplates  a  reaene  of  500  million  bushels  of  wheat,  30  million  tons 
of  feed  grains,  75  million  bushels  of  soybeans,  aud  3  million  bales  of  cottoh. 
Provision  is  made  for  adjusting  reserve  levels.  Title  Vll  would  prohibit  CCC 
sales  from  reserves  for  unrestricted  domestic  use  at  less  than  parity.  For  In- 
stance, OCC  sales  of  whea't,  when  stocks  were  below  tbe  reserve  level,  would 
be  at  parity,  less  tbe  cost  of  certificates ;  (XX;  sales  of  feed  grain,  when  reserves 
were  below  the  reserve  level,  wonld  be  at  parity,  less  the  payment.  Provlrion 
is  made  for  release  from  OCC  stocks  under  certain  emergency  conditions.  No 
additional  costs  are  contemplated  for  this  title. 

Title  VIII  provides  for  the  extension  of  marketing  orders  to  any  commodity 
whNi  «  majority  of  producers  of  that  commodity  am^roves.  Tbe  title  autborlies 
an  advisory  committee  to  help  write  the  marketing  order;  for  public  bearings  on 
the  order;  and  for  producer  referendum,  which  requires  a  two-thirds  vote  of 
ai^roval  for  tbe  marketing  order  to  become  effective. 

Title  XI  contains  a  permanent  extension  of  the  present  cropland  adJBstment 
program,  and  removes  ttie  present  $246  million  limit  on  approprlatloa  for  this 
program. 

Title  X  continues  the  rice  program  aud  provides  authority  for  an  acreage 
diversion  program  for  rice  if  tbe  national  allotment  Ik  set  at  less  than  the  1905 

Mr.  Cbalrman,  it  will  be  noted  that  several  of  the  titles  In  our  proposed  Agrl- 
COltural  StabltlKStion  Act  continue  the  use  of  the  parity  concept  I  know  that  a 
number  of  proposals  are  blowing  around  that  would  drop  tbe  use  of  parity 
In  establishing  price  and  income  support  level.  Some  of  these  proposals  would 
base  sni^forts  in  a  given  year  for  particular  commodities  on  a  percentage  of  tbe 
average  market  price  Cor  such  commodity  during  the  preceding  three-year  period. 
Uore  specifically,  the  proposal  most  often  discussed  would  limit  supports  to  S 
percent  of  this  "moving"  average.  As  some  of  us  see  It,  this  would  mean  that 
prices  woidd  generally  trend  downward  year  after  year  because  at  an  unstable 
floor.  For  Instance,  if  we  assume  a  3-year  average  market  price  of  J1.05  for  com 
for  the  years  of  1968-1970,  then  1971  supports  would  be  set  at  only  Sl>  cents  per 
bushel  (85  percent  of  the  3-year  average).  For  wheat,  a  3-year  average  Of  $1.25 
per  bushel  would  mean  lOTl  supports  of  only  $1.06  per  bushel. 

How  can  we  expect  farmers  to  go  along  with  a  program  tliat  in  a  few  years 
guamnteei)  for  corn,  at  say,  76  cents  a  bushel,  und  wheat  at  a  dollar  a  bushel, 
when  farm  operating  costH  have  been  advancing  at  tbe  rate  of  3  percent  a  year — 
when,  in  the  1960-69  period,  farm  machinery  costs  have  Jumped  30  percent; 

when  farm  wage  rates  have  soured  up  by  74  percent;  when  properly  taxes  have 

more  than  doubled :  and  when  farm  interest  costs  have  more  than  tripled  ?  What 

possible  equity  or  justice  can  be  Involved  in  deflating  farm  prices  when  tbe  rest 

of  the  economy  is  Inflating^ 

Sucb  a  concept — this  three-year  "moving"  average  It  seems  to  me,  will  succeed 

only  in  driving  more  farmers  oK  the  land.  According  to  the  January  9  estimate 

of  the  IT.S.D.A.,  tbe  number  of  farms  in  tbe  United  States  since  January  1, 

1998 — only  2  yenrs  ago — has  dpclliiert  nearly  160.000. 
When  we  Introduced  this  bill  last  October,  the  Senator  from  South  Dakota 

said; 

"Parity  returns  are,  by  definition,  no  more  than  equality  wJtb  the  rest  of  our 

society.  The  programs  of  the  lfl70's  will  not  keep  faith  with  farmers  unless  they 

contain  a  firm  commitment  to  tbat  goal." 
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Mr.  Chairman,  onr  bill  is  baxed  upon  the  premise  that  the  parity  ronwpt  Is 
nnble  and  Btiould  not  be  dieoarded  for  some  untried  method  ot  deriring  support 
levels  by  takin);  Bome  percent  of  market  average  prifes  for  the  fommodlty  during 
the  prwlous  three  years.  Parity  baa  been  through  the  Art' — it  Is  a  valid,  living 
ooDcept,  Dirt  nndianglag  but  usable.  Moreover,  we  do  not  assume  In  8.  3068 
tbat  present  programa  are  all  wrong.  It  does  make  certain  changes  and  amend- 
mmta  as  have  been  discussed. 

This  Is  a  time  to  hold  to  what  is  helpful  until  we  have  something  better. 
niia  is  a  time  to  keep  pn^rama  which  are  working  reasonably  well  and  to  im- 
prove them  if  we  can.  Above  all,  this  is  the  time  to  hold  fast  to  paritg  as  a 
concept,  a  time  to  achieve  full  parity  prices  if  it  can  be  done,  find  to  insist  on 
Minehow  reaching  parity  Income  for  that  5  percent  of  our  population  which 
Seeds  all  of  us  and  has  enough  left  over  to  export  the  product  of  one-fourth 
of  Hie  acres  farmed.  This  achievement  deserves,  and  roust  have  a  more  adequate 
reward  than  80  percent  of  fair. 

At  this  time,  I  wish  to  turn  briefly  to  the  Administration's  new  proposed 
AgrlcTiltnral  Act  of  1970.  This  document,  I  assume,  Is  the  measure  that  has 
been  In  prepavation  over  the  past  year,  and  arrived  only  very  recently  for  our 
■tndy.  The  literature  which  accompanied  the  proposal  heralded  it  as  a  "con- 
aensna  amtroadi."  The  literature  falls  to  point  out  the  Indiriduals  or  groups 
among  whom  there  exists  a  "coDsensus"  on  these  proposals,  but  I  am  Informed 
that  tbose  groups  most  certainly  do  not  include  the  National  Farmers  Union, 
the  Grange,  the  National  Association  of  Wheat  Growers,  The  Midcontlnent  Farm- 
en  Aaaociation.  the  National  Farmers  Organization.  These  groups  charac- 
terized the  so-called  "consensus"  approsch  as  "inadequate,"  "unsound"  and 
"totally  unacceptable,"  in  an  announcement  dated  February  5, 1970.  It  is  expected 
ttiat  the  other  coalition  groups  which  support  our  bili  will  also  speak  out  against 
t*e  Admbiistration's  bill  as  soon  as  they  have  had  an  ctpport^nity  to  try  to  digest 
tta  pcovlaions. 

I  shall  not  attempt  here  a  detailed  analysis  of  the  Administration's  proposal, 
bnt  I  do  have  a  few  observations  to  make  and  a  few  questions  to  raise,  which  I 
think  will  be  of  Interest  to  Senators  and  others  Interested  In  the  farm  program. 

On  the  miuieographed  transmittal  nhkb  H(.(.nmpanied  the  text  of  the  bill,  the 
coals  of  the  proposal  include  some  points  about  which  most  of  us  would  not 
quarrel.  I  have  noted  a  few  of  these  points 

— to  give  farmers  a  wider  range  of  decision  mating  on  their  own  farms; 
— farmers  would  be  free  to  do  the  kind  of  farming  they  are  best  prepared 
to  do; 

— to  help  farmers  Improve  cash  markets  .  . .  and  develop  a  greater  reliance 
on  the  marketplace  as  a  source  of  farm  income. 
and  so  forth. 

Farmers  will  appreciate  these  goals,  but  a  few  might  scratch  their  beads  and 
wonder  about  them  as  1  do.  It  seems  to  me  that  farmers  are  called  on  today  to 
make  a  pretty  wide  range  <>r  declRlons.  I  suspect  that  most  of  them  are  doing 
the  kind  of  farming  they  are  best  prepared  to  do.  And  I  wonder  how  many  farmers 
want  to  be  told  they  need  to  develop  "greater  reliance"  on  the  market?  Someone 
oi^t  to  be  reminded  that  farmers  today  rely  pretty  heavily  on  the  marketplace. 

Tbia  so-called  "consensus"  proposal  contains  seven  titles ;  In  addition  to  sep- 
arate titles  for  dairy,  feed  grains,  wheat  and  cotton,  there  is  a  title  providing  for 
Umg-range  land  retirement,  and  one  which  would  extend  Public  Law  480. 

The  titles  dealing  with  feed  grains  and  wheat  provide  price  support  loans  "not 
In  excess  of  00  percent  of  parity",  or,  as  farmers  would  say,  "zero  to  90  percent." 
Might  not  one  raise  the  tjuestion  here  whether  Senators  and  farmers  want  to  give 
the  Secretary  of  Agriculture  such  wide  discretionary  authority  that  he  could, 
aay  next  year,  or  the  next,  reduce  price  support  loans  in  effect  to  the  3-year 
"moving  average"  I  mentioned  a  few  months  ago?  Do  we  want  to  do  that?  If 
memory  serves  me,  this  was  proposed  back  in  the  1950's  and  the  Congress  wisely 
rejected  it 

The  cotton  title  provides  loans  at  "not  In  excess  of  90  percent  of  the  estimated 
world  price,"  as  compared  with  our  propossl,  which  provides  supports  at  between 
te  and  90  percent  ot  parity.  I  don't  need  to  reniind  Senators  or  cotton  farmers 
there  is  n  great  deal  of  difference  between  these  two  approaches. 

One  of  the  features  of  the  so-called  "consensus"  proposal  is  the  "set  aside." 
As  I  read  it,  cooperators  would  be  required  to  set  aside  acreage  equal  to  a  per- 
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centage  of  bis  base  or  ftUotment  acres,  pins  Us  conseirliig  base.  He  wonid  tben 
bave  "fall  freedom"  (as  tbe  llteiatare  eaya),  to  use  the  rest  of  Ms  cn^Und  In 
any  way  he  wisbes. 

ApparCDtly  tbe  Administration  tblnlu  tbat  this  "freed"  acreage  would  be 
planted  to  crope  other  than  those  wblch  would  build  surplus  stocks.  Nevertlielesa, 
I  am  concerned  Uiat  this  feature  might  well  spur  additional  acres  of  feed  grains 
and  soybeans,  and  perhaps  in  some  ateaa,  additional  cotton.  My  concern  again 
reminds  me  of  the  statement  which  I  read  at  the  outset  of  my  remarks  by  tbe 
Cbalnnan  of  the  Committee  on  Agriculture  dealing  with  overcapacity  In  Ameri- 
can agriculture.  I  can  assure  you  that  I  am  bappy  It  Is  the  able  and  experienced 
Senator  from  Louisiana  who  wlU  be  presiding  over  the  Committee's  examina- 
tion of  tbls  proposaL 

I  know  that  Senators  will  examine  carefully  the  two  proposals  wblch  I  have 
discussed  today.  I  firmly  believe  that  our  proposed  Agricultural  Stabilization  Act, 
which  extends  and  improves  on  the  present  agricultural  legislation,  is  In  the  best 
Interest  of  consumers,  farmers  and  the  economy  In  general.  We  welcome  the 
prospect  of  having  our  proposals  discussed  In  these  bearings,  and  I  feel  sure 
Senators  will  give  It  their  approval,  when  they  have  studied  It  and  measured  Its 
terms  alongside  tbe  alternatives. 

Senator  Bellmon.  Mr.  Chairman,  could  I  ask  a  ouestion. 
I  am  curious,  as  I  read  tlie  bill  as  it  relates  to  wheat,  it  appears  tihe 
return  to  the  farmer  for  production  of  wheat  is  going  to  be  up  sub- 
stantially. But  is  there  any  reduction  in  the  amount  of  acres  he  is  going 
to  be  able  to  plant  ? 

Senator  Yarborough.  Well,  it  is  not  contemplated  in  here,  but  we 
have  experts  on  tiiat,  Senator.  The  wheat  growers  helped  write  this 
bill,  the  national  association  of  wheat  growers  organization,  I  would 
rather  defer  the  specifics  of  all  these  titles  to  the  organizations  who 
have  worked  so  long  on  this. 

Senator  Bbllmon.  Well,  now,  at  the  present  time  we  have  a  800- 
million-bushel  wheat  carryover.  I  am  curious,  is  it  your  thought  to  add 
to  this  canyover  ?  How  do  we  handle  this  extra  gain  ? 

Senator  V abborgugh.  Well,  we  have  domestic  wheat  certificates  to 
be  paid  for  at  a  hundred  percent  of  parity  price,  and  then  we  pay  for 
export.  With  what  we  pay  on  the  export  wheat  I  think  we  can  dispose 
of  more  wheat  overseas.  I  think  that  these  provisions  result  in  the  dis- 
position of  more  wheat  overseaa  Of  course,  at  the  present  time  we 
know  wheat  acreage  has  been  reduced  by  12  percent  with  a  further 
proviso  that  of  ea^  hundred  acres  planted  you  must  allow  for  30.8 
acres,  and  that  part  that  lies  fallow  can't  oe  planted  in  any  crop 
whether  it  is  a  crop  that  has  price  supports  or  not.  You  can't  even  plant 
vegetables  on  that  30.8  acres. 

Senator  Bellmon.  My  point  is  does  this  bill  solve  that  problem? 

Senator  Yarbokottqh,  This  bill  provides  for  stabilization  for  wheat, 
stabilization   of  consumer  protection   reserves.   It   provides  that  a 


Senator  Yarbobough.  That  is  on  page  24  of  the  bill.  It  provides  for 
a  permanent  consumer  reserve  in  the  country  of  200  million  bushels  of 
wheat.  We  keep  that  permanently  on  hand.  And  it  provides  that  the 
reserve  shall  be  increased  by  100,  marketing  in  crops  will  be  increased 
by  100  million  bushels  for  wheat. 

That  is  on  page  24.  That  is  only  part  of  it.  On  the  comprehensive 
actual  workings  of  it.  Senator  Bellmon,  I  would  rather  those  who  are 
expert  in  wheat  to  testify  on  that  matter — I  come  from  cotton  country 
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myself.  There  are  wheat  growers  in  the  Panhandle  and  the  plains.  We 
have  representatives  here  from  the  farmers  union  from  the  areas  that 
produce  a  lot  of  wheat  who  are  going  to  testify  next. 

I  don't  want  to  be  in  a  position,  Mr,  Chairman,  of  dodging  answers, 
hut  I  am  presiding  as  chairman  of  the  health  subcommittee  and  Senator 
£a^leton  agreed  to  preside  until  10  ;30  in  my  absence,  and  he  sent  a 
^stress  message  for  me  to  please  take  over  and  let  him  go  to  his  other 
committee. 

The  Chaikuan.  Senator  Dole. 

Senator  Dole.  I  would  like  to  ask  one  brief  question.  Senator  Tar- 
borough.  As  you  know.  Congressman  Poage,  a  great  Texan  and  a  real 
friend  of  the  fanner  has  &en  having  informal  meetings  with  the 
Secretary,  in  fact  they  have  had  some  30  or  35  meetings  in  the  past  year, 
Democrats  and  Republicans,  in  an  effort  to  work  out  some  farm 
legislation  we  might  get  through  tlie  Congress.  You  understand  that 
the  farmers  don't  control  the  Congress  these  days,  particularly  on  the 
House  side.  It  is  a  very  urban  oriented  Congress — certainly  not 
rurally  oriented.  I  note  you  have  some  criticism  of  the  "concensus" 
approach,  and  I  want  to  point  out  it  has  been  a  bipartisan  approach.  I 
am  certain  Congressman  Poage  has  participated,  that  is  not  to  say 
he  agrees  with  all  the  proposals,  but  the  House  committee  has  really 
been  working  on  a  bipartisan  basis  trying  to  find  some  way  to  reason 
out  the  problems  we  have. 

We  have,  under  the  1965  act  and  Secretary  Freeman  driven  the 
price  support  down  to  $1.25  a  bushel  and  I  hope  that  we  can  do  some- 
thing to  improve  farm  income. 

With  reference  to  the  reserve  proposal.  Congressman  Poage  pointed 
out  it  is  a  great  idea  until  you  try  to  make  it  work.  How  are  you  going 
to  isolatfi  the  reserve  stocks  from  the  market?  How  are  you  going 
to  protect  the  farmer?  If  you  put  grain  in  reserve,  sooner  or  later  you 
have  to  put  it  back  in  the  market  and  this  has  a  tendency  to  depress 
market  prices.  A  majority  of  the  House  Agriculture  Committee  has 
never  been  able  to  determine  any  real  resen'C  program  that  might  assist 
the  farmer.  We  thought  it  would  probably  do  more  liarm  than  good. 

Do  you  find  anything  in  the  consensus  hill  with  which  you  agree? 

Senator  Yakborouoh.  Well,  surely,  this  is  a  broad  complex  question 
on  agriculture.  I  don't  know  the  mtest  developments.  Of  courscj  I 
know  Bob  Poage  well  and  his  great  devotion  to  agriculture.  I  live 
about  a  hundred  miles  from  him  in  my  State,  and  we  confer  very 
often.  I  see  him  generally  every  Wednesday.  But  I  don't  know  the 
latest  developments  in  this  consensus  approach.  I  do  know,  Senator — 
I  know  he  has  been  working  on  it,  I  know  he  has  warned  the  farmers 
that  with  the  growing  number  of  people  from  urban  areas  our  prob- 
lems are  getting  more  difficult  in  the  Congress  all  the  time. 
Senator  Dole.  Particularly  in  the  House. 

Sraiator  Yarborouqh.  Yes,  in  the  House.  I  think  it  is  regrettable  that 
meonbers  don't  realize  what  great  benefits  the  workers  of  America  in 
the  cities  are  getting  from  these  farm  programs.  A  few  years  ago  they 
were  paying  over  20  percent  of  their  income  for  food.  Now,  it  is  only 
16.5  percent.  No  other  workers  in  the  world  get  such  a  marvelous 
variety  of  food  for  such  a  small  percent  of  their  income. 
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Senator  Dole.  Do  you  think  tliere  ought  to  be  a  payment  limitation. 
Have  you  touched  on  this  in  your  statement? 

Senator  Yarborouoh.  I  didn't  toucli  on  it. 

Senator  Dole.  Do  you  think  there  should  be? 

Senator  Yarborouoh.  I  am  personally  opposed  to  payment  limita- 
tion because  many  people,  including  Congressmen  who  represent  small 
farmers  in  my  State,  fear  that  if  the  payment  limitation  is  placed  into 
law  and  the  great  cooperative  type  funds  are  turned  loose  they  will 
squeeze  the  family  type  formers  off  the  farm.  That  is  not  in  the  bill, 
though. 

Senator  Dole.  Thank  yon. 

The  Chairman.  Any  further  questions  ? 

Senator  Young.  Mr.  Chairman,  the  Senator  very  appropriately 
called  attention  to  the  cost  of  these  programs.  The  cost  is  mininia]  in 
comparison  with  the  benefit.  The  Federal  Gfovemment  has  engaged  is 
many  new  multibillion-dollar  domestic  programs  of  all  kinds,  in  the 
last  5  years.  The  cost  of  all  of  them  have  been  going  up  sharply  each 
year. 

I  would  like  to  imint  out  that  the  overall  costs  of  farm  price  support 
and  related  programs  are  lower  this  year  than  they  have  been  and  I 
would  like  to  have  the  figures  for  the  last  10  years  inserted  in  the  record. 

If  I  may,  Mr.  Chairman,  I  would  like  to  have  the  costs  for  the 
whole  10-year  period  put  in  the  record.  I  think  this  is  important 
because  the  general  puolic  believes  the  costs  of  these  programs  are 
going  up  each  year.  This  is  the  most  important  segment  of  our  entire 
economy  with  the  biggest  purchasing  power.  Yet,  m  an  economy  that 
is  highly  subsidized  in  every  way  the  costs  of  tliese  programs  have 
been  remaining  the  same  or  going  down. 

The  CiiAiRMAx.  Without  olijection,  the  table  will  be  put  in  the 
record  at  this  point. 

(The  fable  follows:) 


V 

million  oldollinl 

IMm 

19G1 
KtuX 

1962 

KtUD 

«S 

1965 
Ktual 

1»G 

MtuH 

1967 
MtuM 

I96S 

■cUitl 

acliial 

19T0 
MtuI 

^ 

335. 

J,  406.6 

t.m.i 

5,I3(.I 

5,100.1 

4.M7.6 

3.204,4 

1.427.  J 

4,509.0 

5.159.0 

'■'"■' 

WLl 

Senator  Milijir.  Mr.  Chairman. 

The  Chairman.  Senator  Miller. 

Senator  Miller.  Senator  Yarborough,  calling  attention  to  the  fact 
that  the  consumers  are  paying  16.5  cents  per  consumer  dollar  com- 
pared to  I  think  it  was 

Senator  Yarborouoh.  Sixteen  and  a  half  percent  of  their  disposable 
income. 

Senator  Miller.  Well,  I  think  another  way  is  16.5  cents  of  each  con- 
sumer dollar  compared  to  20  cents  about  9  or  10  years  ago — it  would 
seem  to  indicate  that  the  consumer  has  been  coming  out  very  well 
in  the  present  state  of  affairs,  even  taking  into  account  the  tax  cost 
of  farm  programs.  But  I  am  sure  you  recognize  that  the  fanner  hasat 
been  sharing  in  that  favorable  picture. 
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Senator  Yarboroloii.  I  surely  do,  Senator.  The  Lubbock  Credit 
Association,  covering  the  high  plains  area  of  Texas,  which  is  the  most 
productive  per  acre  field  crop  area  of  my  State,  made  between  800 
and  900  loans  last  year  and  found  that  about  50  precent  of  them 
either  lost  money  or  made  so  little  net  that  it  wouldn't  have  paid  them 
at  minimum  wages  to  farm.  They  would  have  made  more  money  if 
tliey  were  working  in  a  garage  someplace  at  minimum  wages.  That  is 
on  loans.  That  is  farmers  big  enough  to  have  pretty  big  operations. 
Three  or  4  weeks  ago  one  Sunday  issue  of  the  Lubbock  paper  had 
21  farm  auctions,  farms  and  equipment  being  auctioned  off,  and  the 
people  reading  it  told  me  it  had  been  years,  almost  back  to  the  dust 
bowl  days  since  that  many  farms  were  auctioned  out  of  the  business. 
That  is  why  I  think  any  program  that  lessens  the  support  we  give 
fanners  would  be  disastrous.  That  is  a  mixed  area  of  cotton.  As  you 
go  farther  away  it  is  grain,  sorghum,  and  wheat. 

Senator  Miller.  Fundamentally,  isn't  it  a  problem  of  balancing 
production  and  consumption? 

Senator  Yarborouqh.  Well,  that  is  one  basic  problem. 

Senator  Miller.  And  if  that  is  the  fundamental  problem,  and  if 
our  agricultural  economy  has  not  been  sharing  fairly  in  the  national 
net  farm  income 

Senator  Yarborough.  It  hasn't. 

Senator  Miller  (continuing).  What  is  wrong  with  the  farm  pro- 
grams we  have  had  that  seems  to  keep  farmers  and  the  agricultural 
economy  on  dead  center?  They  certainly  haven't  worked.  As  I  recall, 
the  objective  was  to  improve  "national  net  farm  income,  and  national 
net  farm  income  last  year,  as  I  recall,  was  about  $16  billion.  And  if 
you  reduce  that,  take  the  inflation  out  of  it  and  put  it  back  into  1960 
(iollars,  you  are  just  about  on  dead  center. 

And  I  am  wondering  what  in  your  opinion  has  been  wrong  with  the 
farm  programs  we  have  had  in  tackling  the  fundamental  problem  of 
bringing  a  balance  between  production  and  consumption  and  improv- 
ing the  net  income  picture  of  farmers? 

Senator  Yarborough.  Senator,  I  am  old  enough  to  remember  the 
time  when  there  were  no  farm  programs,  and  they  haven't  worked 
well  enoiigh.  With  all  the  money  we  have  put  in  them  and  all  the  dif- 
fereoit  things,  it  is  so  complicated  I  am  not  as  well  qualified  in  agricul- 
ture as  the  members  of  this  committee  to  say  everything  that  is  wrong, 
but  I  remember  those  mortgages  in  the  farm  town  where  they  would 
sell  the  last  mule,  the  farmer  would  l>e  thrown  on  indigency  and  there 
were  no  breadlines  as  there  wore  in  the  cities  to  go  to. 

Senator  MnxER.  So  do  I. 

Senator  Yarborouoii.  I  remember  seeing  those  farms  mortgaged 
off,  but  under  these  farm  programs— T  mentioned  21  in  the  Lubbock- 
South  Plains  area,  about  25  counties — it  is  far  better  than  it  was  with- 
out the  farm  program.  It  is  not  as  disastrous. 

Senator  Miller,  Yes,  but  that  isn't  the  point.  Frankly,  I  must  tell 
you  that  I  don't  know  of  anybody  on  this  committee  at  least,  and  I 
doubt  if  you  and  I  could  find  very  many  of  our  colleagues  in  either 
the  House  or  the  Senate  who  are  advocating  doing  away  with  farm 
programs.  If  there  are  any,  I  haven't  heard  of  them. 

But  that  isn't  the  question.  The  question  is  what  kind  of  farm  pro- 
grams are  we  going  to  have.  And  Federal  farm  programs  that  havent 
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been  getting  the  job  done,  what  are  we  going  to  do  about  improving 
themf 

To  me  that  ia  the  real  question,  and  that  is  why  I  ask  you  what  do 
you  think  has  been  wrong  with  the  programs^ 

Senator  Yarboroitgh.  Well,  I  think  we  could  have  put  more  money 
in  price  supports  in  the  bill,  fi-ankly,  and  I  think  that  is  one  weakness. 
In  discussing  the  bill,  as  I  pointed  out,  Senator,  before  you  came,  I 
just  didn't  draw  up  this  bill — I  am  one  of  the  ooauthora,  but  all  of  uie 
farm  organizations  of  America  worked  on  it,  and  26  of  them  ended 
up  supporting  it.  A  few  didn't  support  it  I  read  a  list  of  24  of  them 
supporting  it. 

Senator  Miller.  Well,  is  it  your  answer.  Senator,  that  the  basdc 
difficulty  with  the  fann  programs  we  have  had  the  last  few  years  is 
that  price  supports  have  been  too  low. 

Senator  lABBORonoH.  That  is  one.  I  think,  for  example,  the  conser- 
vation reserve  is  a  good  program.  The  Great  Plains  conservation  pro- 
gram is  a  good  program.  All  of  these  programs  have  helped.  Ii  we 
hadn't  had  price  supports,  it  we  didn't  liave  conservation  reserves  to 
take  land  out  of  production,  the  farmer  without  that  price  support 
in  desperation  would  plow  more  acres  and 

Senator  Miller.  Well,  that  is  what  the  Iowa  State  University  sur- 
vey shows,  and  I  think  most  people  understand  this.  You  just  cant  do 
away  with  farm  programs.  But  the  question  is.  to  me  as  a  member 
of  the  committee  the  question  running  through  my  mind  is  how  can 
we  improve  farm  programs  to  eliminate  the  deficiencies  that  these  pre- 
vious farm  programs  and  the  present  one  have  as  a  result  of  which  the 
farmer  has  not  been  sharing  fairly  in  the  national  net  income. 

Senator  Yarborotjqh.  We  have  a  long  composite  bill.  Senator,  and 
I  have  got  a  pretty  long  statement,  which  reviews  the  bill  paragraph 
by  paragraph,  on  rice  and  the  different  commodities,  and  there  are  ex- 

irts  in  these  different  fields  here  waiting  to  explain  point  by  point 

iw  they  operate — I  have  met  with  them 

Senator  Miller.  But  you  think  that  the  fimdamental  problem  is 
that  they  ha  vent  had  enoi^h  price  supports. 

Senator  Yarsorough.  "niat  is  one  problem,  yes.  I  dont  mean  that 
you  are  going  to  have  that  price  and  then  turn  production  loose  of 
course.  I  mean  for  the  acreage,  I  mean  price  supports  per  unit.  We 
know  the  farmers  are  losing  money,  Tlieir  income  is  less. 

Senator  Miller.  Well,  the  present  program  doesnt  turn  them  loose. 
The  present  program  has  tried  very  hard  to  curtail  production 

Senator  Yabbohouoh.  That  is  true. 

Senator  Miller  (continuing).  In  order  to  achieve  this  balance  be- 
tween production  and  consumption.  But  if  you  were  going  to  improve 
upon  tne  present  program,  you  would  sav  that  the  present  program 
has  been  deficient  in  not  havinc  high  enough  price  supports. 

Senator  Yabborough,  I  would  say  that,  yes. 

Senator  Miller.  All  right,  thank  you  very  much. 

The  Chairman.  Any  further  questions? 

Senator  Yardorough.  I  want  to  say  this,  one  of  the  great  benefits 
shown  in  any  State,  we  had  from  1950-57  the  worst  drought  in  the 
history  of  the  State.  It  lasted  7  years,  and  many  farmers  were  driven 
off  the  farm.  But  we  did  not  have  the  dust  bowl  back  again  as  we  had 
in  the  1930'8.  We  have  had  conservation  reserves  and  the  shelter 
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belts  and  rotation.  We  did  not  have  the  dust  bowl,  although  the  drought 
from  1950-57  in  the  high  plains  in  Texas  was  worse  than  the  drought 
of  the  1930's.  We  have  a  practical  benefit  shown  to  have  been  derived 
from  these  conservation  practices. 

Senator  Miller.  May  I  just  carry  tliis  on  a  little  further.  As  I  under- 
stand it,  one  of  our  major  proI>lenis  today  is  the  fact  that  we  need  to 
export  more  agricultural  products 

Senator  Yabborouoii,  That  is  true. 

Senator MnxER  (continuing).  For  commercial  dollars. 

Senator  Yarborouoh.  Yes. 

Senator  Miller.  I  think  a  couple  or  3  years  ago  a  figure  was  that 
about  1  out  of  4  acres  of  our  production  moved  overseas. 

Senator  Yarborouoh.  I  think  that  figure  is  still 

Senator  Miller.  And  now  it  is  down  near  1  out  of  5  a«res.  In  any 
event,  with  the  exception  of  la=t  year  when  there  was  a  little  improve- 
ment, as  I  recall,  our  agricultural  exports  have  slipped  the  last  -3  or 
4  years. 

Xow,  if  we  increase  our  price  suppoi-ts,  what  is  this  going  to  do 
about  making  us  competitive  in  world  markets  to  improve  our  exports  ? 

Senator  Yarborottqh,  Well,  I  think  we  ought  to  make  them  competi- 
tive and  pav  that  differential  to  the  farmer. 

Senator  Mn,LEK.  Xow,  this  is  something  that  I  suggested  a  few  years 
ago,  but  I  am  told  that  the  General  Agreement  on  Tariffs  and  Trade 
has  a  rule  which  prohibits  subsidies  of  exports,  and  we  called  the 
Common  Market  on  this  a  couple  of  years  ago  when  they  delilierately 
subsidized  canned  hams  and  finally  were  able  to  get  that  down. 

But  as  I  understand  it,  we  have  a  policy  of  conforming  with  GATT 
rules,  so  if  we  are  not  going  to  be  able  to  subsidize  exports  certainly 
directly,  how  are  we  going  to  handle  this  program  ? 

Senator  Yarborouoh.  It  can  be  hnndleoT  Other  nations  handle  it 
and  they  are  gettingproducts  in  their  markets. 

Senator  Miller,  That  to  me  is  a  terribly  important  problem  for  us 
to  resolve  in  this  committee,  and  I  was  wondering  if 

Senator  Yarborouoh.  Well,  a  few  years  ago  we  were  having  prob- 
lems with  German  broiler  chickens — my  State  was  suffering  greatly  by 
the  embargo  they  were  putting  on  through  various  devices.  We  went 
into  debt.  I  learned  at  that  time  the  German  Government  was,  despite 
its  high  industrialization,  paying  more,  relatively,  out  of  their  income 
to  support  agriculture  than  we  were,  percentagewise,  if  you  weighed 
their  whole  economy.  And  we  talked  to  them  about  these  broiler 
chickens.  They  said  that  they  could  compete  and  that  they  know  about 
aat<Hnation.  They  said : 

We  could  compete  with  you  chicken  growers  in  ArkanfMS  and  Tesas  and  the 
Carollnae,  but  we  don't  want  to  drive  onr  family  farmers  off  the  farm.  We  are 
not  antometlnK.  We  conid  ptit  20,000  brodere  or  40,000  out  there,  too,  In  order 
to  ma  he  this  process  as  you  do,  processing  them  but  we  think  a  strong  agricultaral 
economy  is  basic  to  support  an  industrialized  economy  bo  we  don't  follow  pollciee 
to  drive  the  chicken  farmer  off  the  farm. 

That  was  the  German  Government's  view. 

Senator  Miller.  Well,  my  recollection  is  that  one  of  the  points  we 
made  and  retaliated  on  was  that  this  was  a  violation  of  the  GATT 
rules.  Now,  you  are  not  suggesting  that  we  violate  the  GATT  rules, 
■re  you! 
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Senator  Yabborooqu.  I  don't  suggest  that 

Seimtor  Mtt-it.th,  Well,  I  am  asking  you  what  would  be  your  si 

tion,  because  you  and  I  recognize  the  problem  ?  The  problem  is  how  to 
compete  more  effectively  in  world  markets  to  improve  our  export 
picture  and  to  do  this  within  GATT  rules  ? 

Senator  Yarborouoh.  Well,  of  course,  we  know  of  experiments  with 
mobile  kitchens  in  Japan,  showing  them  how  to  cook,  changing  their 
diet  from  rice  to  flour.  We  know  of  experiments  in  India.  I  tliink  we 
have  done  great  work  on  a  voluntary  basis.  The  States  have  joined  in 
production,  I  have  lielped  sponsor  legislation  to  achieve  this.  We 
Anally  got  legislation  passed  for  the  cotton  farmers  to  voluntarily 
pay  a  tax  to  advertise  their  cotton  products  in  competition  witJtt 
synthetics  and  sent  the  cotton  o\er.  They  liave  all  kinds  of  merchan- 
dising devices.  I  think  tliey  help.  I  think  it  is  more  than  the  Gfovem- 
montdumpingalot  of  things. 

I  tliink  that  this  is  a  long  complicated  problem  as  the  Senator 
knows.  I  can't  answer  it  all  in  a  few  niinntes.  We  have  some  of  the 
most  expert  loaders  in  the  farm  program  in  America  who  devote  their 
wliole  lives  to  Ihis  wlio  are  waiting  to  testify.  I  feel  like  I  am  impinging 
on  their  time. 

Senator  Miller.  Well,  we  have  pointed  up  the  problem  and  we  agree 
on  the  problem. 

Senator  Yarborough,  We  agree  on  the  problem.  We  need  to  get 
more  products  overseas,  I  think  the  recent  rice  acreage  cut  was  un- 
fortunate because  we  were  reallv  selling  a  lot  of  rice  overseas.  It  has 
become  one  of  the  most  productVe  crops  in  tlie  South.  And  it  would 
take  a  long  day  or  so  on  that,  Senator,  if  wc  were  to  go  into  a  discussion 
of  rice.  My  State  is  suffering  and  so  is  tlie  Senator's  from  Louisiana  for 
that  matter.  Rice  is  one  of  our  best  moneymakers.  We  have  been  selling 
that  rice  because  of  the  war  in  Vietnam  and  other  reasons  and  there 
has  been  a  shortage  in  rice  markets  around  the  world. 

I  feel  that  I  am  taking  time  from  people  who  have  greater  expertise 
inthisthanlhave. 

The  Chairman.  Senator  Holland. 

Senator  Holland.  Mr.  Chairman,  first  I  want  to  thank  very  warmly 
the  Senator  for  the  kind  words  that  lie  had  to  sa^  about  my  handling 
and  his.  all  of  our  committee  on  the  agricultural  appropriations  sub- 
committee. Of  course,  our  job  is  to  try  to  supply  the  funds  that  carry 
out  the  legislative  programs,  and  that  is  what  we  have  tried  to  do. 

I  notice  that  the  Senator  lays  down  his  objective  as  that  of  increasing 
farm  inc/)me  by  1.3  to  1.4  billion,  of  which  he  says  the  increase  in  costs 
under  the  price  support  and  otlier  programs  in  this  bill  would  be  about 
fiCO  million,  which  as  I  analyze  the  situation  would  be  as  follows ;  The 
feed  grain  program  by  S.'tO  million,  the  wheat  program  by  275  million, 
and  the  soybeans  and  flaxseed  increase,  probably  attributable  entirely 
to  soybeans,  and  of  35  million  or  660  million. 

I  think  tliat  is  very  clear  and  well  stated.  There  arc  some  questions, 
though,  I  would  like  to  ask. 

First,  why  is  it  that  the  bill  supported  by  the  Senator  proposes  an 
increase  of  price  supports  for  feed  grains  to  90  percent  of  parity? 
That  is  the  only  increase  that  I  detect  that  is  suggested  except  for  the 
certificate  for  export  of  wheat  which  I  will  go  to  next  and  which  is  a 
different  matter  entirely  ? 


)y  Google 


Semttor  YABBtmouoH.  I  mentioned  the  one  area  in  my  State,  Senator 
Holland,  where  these  auctions  are  being  held  for  the  farms.  This  is 
a  great  feed  grain  area  and  the  people  there  are  suffering  drastically. 
Of  course,  I  point  out  that  this  is  supported  by  all  of  tnes©  groups, 
this  bill  is  endoreed  by  all  of  the  organizations,  not  merely  feed  grain. 
This  is  a  composite  bin  supported  by  all  the  organizations  whose  names 
I  read.  The  wheatgrowers,  soybean,  cotton,  rice,  and  different  ones  have 
found  that  was  a  just  and  equitable  provision  in  the  bill.  It  is  a  com- 
posite and  all  these  organizations  working  for  many  months  came  to 
the  conclusion  that  it  was  a  fair  and  j  ust  provision. 

Senator  Holland.  Well,  without  trying  to  reach  any  verdict  at  this 
time  on  the  matter  at  all,  I  just  want  you  to  understand,  and  I  am 
sure  you  do,  that  the  big  fight  in  this  committee  and  on  the  floor  some 
years  ago  was  on  the  question  of  the  retention  or  an  abandonment  of  the 
90  percent  price  support  program  for  all  of  the  basic  commodities. 
And  apparently  you  are  suggSting  here  now  that  it  be  reinstated  for 
only  one  commodity  and  that  is  feed  grain.  Am  I  correct  in  my 
understanding  ? 

Senator  Yahborough.  Well,  the  parity  concept  is  retained  in  all 
of  the  bills. 

Senator  Holland.  At  90  percent  ? 

Senator  Yarborough.  We  have  a  variable  up  to  90  percent  on  another 
commodity  in  here. 

Senator  Holland.  You  have  variables  otherwise,  but  as  I  under- 
stand it  you  propose  to  set  the  feed  grain  parity  figure  at  90  percent. 
I  want  to  find  out  if  I  am  correct. 

Senator  Yarborough.  I  will  have  to  check  that,  Senator.  I  would 
like  to  recheck  that. 

Senator  Holland.  That  is  all  right.  If  you  will  supply  the  answer 
to  that. 

Senator  Yarborougil  I  will  supply  that. 

Senator  Holland.  Because  it  seems  to  me  from  your  statement  that 
is  tlie  case,  and  it  does  seem  to  me  that  it  involves"  the  practical  ques- 
tion as  to  whether  or  not  we  continue  the  variable  price  support  pro- 
grams on  all  other  basic  commodities  or  go  back  to  a  fixed  90  percent 
program. 

Senator  Yarborough.  I  would  like  to  recheck  that  and  furnish  that 
answer. 

Senator  Hollan-r.  All  right,  good. 

I  see  here  that  the  gentleman  may  have  the  answer. 

Senator  Yarborough,  That  is  also  in  com,  Senator  Holland. 

Senator  Holland.  Feed  grains.  That  would  be  all  feed  grains. 

Senator  Yarborough.  I  was  thinking  just  of  grain  sorghum. 

Senator  Holland.  I  notice  that  the  short  explanation  of  this  bill 
given  us  by  the  counsel  for  our  committee  indicates  that  that  is  the 
situation.  Am  I  correct  in  that,  Mr.  Stanton  ? 

Mr.  Harkeri  T.  Stanton  (committee  counsel) .  Tlmt  is  correct.  Sen- 
ator. 

Senator  Holland.  I  just  want  the  record  to  show  how  that  it  seems 
to  me  that  that  is  a  very  large  change  from  the  existing  program  and  I 
wanted  to  call  attention  to  it  now. 

The  second  question,  do  you  propose  to  have  the  acreage  allotment 
program  or  control  of  acres  applied  to  tlie  feed  grain  program  ? 
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Senator  Y,vrboiiough.  Tliat  is  my  understanding. 

Senator  Holland.  As  it  applies  to  most  of  the  others  ? 

Semator  Yaisbouougil  That  is  my  understanding.  We  would  not  have 
this  90  percent  of  parity  and  no  control  of  acreage. 

Senator  Holland.  Well,  I  call  attention,  again,  Mr.  Chairman,  to 
the  fact  that  I  think  that  that  involves  practical  problems  that  would 
be  very,  very  difficult  as  we  try  to  work  out  a  bill. 

Now,  the  third  thing  I  want  to  mention  is  the  fact  that  this  bill 
apparently  allows  a  certificate  for  export  payments. 

Senator  Yarbokouqii.  Yes,  sir. 

Senator  Holland.  Senator  Miller  has  already  indicated  the  difficulty 
there  may  be  in  connection  with  the  GATT  program,  of  which  we  are 
a  part.  It  seems  to  nie  that  present.s  a  real  difficult  there. 

Xow,  the  last  thing  I  am  going  to  say  is  this,  I  think  that  the  Sen- 
ator knows  as  well  as  every  other  member  of  this  committee  that  we 
have  had  tliis  battle  on  liiiiitations  of  payments  every  year  now  for 
the  last  3  or  4  years.  And  the  Senator  from  Florida  has  had  the  un- 
enviable duty  of  heading  up  in  the  Senate  the  objection  to  those  limi- 
tations. He  knows  something  of  the  difficulty  of  that  problem.  Is  there 
any  attempt  in  this  bill  here  to  limit  tlie  payments  to  the  very  large 
producers,  whicli  at  least  in  my  opinion  have  caused  much  of  the 
trouble  that  we  ha  ve  had  in  this  field  ? 

Senator  YARBononcH.  I  have  no  intention  of  including  that  in 
the  bill. 

Senator  Holland.  I  judge  not  and  I  think  tliat  is  a  frank  answer. 

Senator  Y.vitnonoron.  If  it  is  in  the  bill,  I  do  not  support  that. 

Senator  Holl,\nd.  Has  there  been  any  ellort  fo  bring  about  an  ap- 
proach somewhat  like  that  that's  been  followed  in  the  sugar  program 
under  whicli  the  price  supports  will  be  larger  for  smaller  producers 
and  then  on  a  graduated  scale  up  to  the  point  where  the  very  large 
producers  get  a  very  much  reduced  support  but  without  fixing  a 
money  limitation,  overall  limitation  ? 

Senator  Yarborough.  I  do  not  believe  we  have  that  in  the  bill. 

Senator  Holland.  I  understand  that  the  Department  has  been 
trying  to  work  out  such  a  program.  Do  you  have  any  information 
on  that? 

Senator  Yarborough.  So;  I  do  not.  I  do  plan  to  see  Bob  Poage  at 
noon  today.  If  I  were  testifying  this  afternoon,  I  would  be  better  in- 
formed on  the  progress  of  that  coalition  effort. 

Senator  Holi^nd.  Tlie  bitter  fact  is  wliether  we  like  it  so  or  not, 
that  most  of  the  objeotion,  as  at  least  I  have  understod  it,  on  this  par- 
ticular question  has  been  to  the  lery  large  payments  made  particularly 
to  corporate  cotton  producers  who  have  received  according  to  my 
recollection,  and  I  can  be  corrected,  better  than  $3  million  a  year  in  two 
or  three  instances. 

Senator  Yarborough.  Tliat  is  in  California,  the  big  producers  in 
California. 

Senator  Holland.  Well,  whether  it  is  in  California  or  Florida  or 
Texas,  I  think  the  situation  is  the  same,  that  the  trouble  has  arisen 
from  these  very  large  payments.  And  you  know  of  no  approach  to  that 
rather  difficult  problem  that  is  made  by  this  bill? 

Senator  Yarborough.  Not  in  this  bill. 

Senator  Holland.  I  think  that  is  all. 
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Senator  Yabborough.  It  is  a  very  difficult  problem,  Senator.  If  we 
have  a  sliding  scale  such  as  you  have  mentioned  for  sugar,  if  it  -would 
work  for  cotton,  it  would  be  a  good  thing.  I  know  the  small  producers 
in  my  State  are  deathly  afraia  of  that  because  if  you  put  limitations 
on  payments,  this  turns  the  large  corporate  farmers  loose  to  plant  all 
the  acreage  they  want,  and  the  small  farmers  are  afraid  that  with 
their  unlimited  acreage  the  corporations  would  freeze  the  family 
fanner  out  of  the  market  and  oiT  the  farm. 

Senator  Hollajtb.  The  Senator  realizes  that  I  opposed  thn^t  fixed 
limitation  about  as  vigorously  as  it  could  be  opposed 

Senator  Yarborouoh.  I  commend  the  Senator  for  his  leadership. 

Senator  Holland  (continuing).  With  success  through  at  long  last 
and  after  a  veir  great  delay  and  long  fighting  in  winch  many  of  us 
joined  in  both  Houses  to  prevent  what  semed  to  us  not  only  a  more 
expensive  program  being  adopted  but  a  program  which  would  immedi- 
ately begin  to  rebuild  surpluses,  stored  snpliises  which  we  are  trying  to 
get  away  from. 

Senator  Yarborougii.  I  think,  Senator,  it  would  be  sociologically, 
politically,  and  economically  a  disaster.  I  am  not  thinking  of  "political" 
in  the  sense  of  any  particular  party  or  any  particular  individual,  but 
we  know  the  family  farmer  has  been  the  bulwark  of  American  democ- 
racy. People  from  farms  of  America  wrote  our  Declaration  of  Inde- 
pendence and  the  Constitution,  I  fear  that  if  we  lose  our  industrial 
and  agricultural  independence— the  individual  farmer,  the  individual 
businessman — if  our  system  changes  so  that  it  is  controlled  by  a  few 
big:  corporations,  it  would  be  a  grave  threat  to  the  kind  and  form  of 
government  we  have.  And  it  causes  me  embarrassment.  I  fight  the 
$20,000  limitation.  I  get  petitions  from  the  cities  of  my  State  against  it. 
I  think  the  people  don't  imderstand  that  if  the  payments  are  limited 
and  the  big  corporate  producers  are  turned  loose  to  plant  as  much 
aci-eage  as  they  want  to,  there  would  be  such  a  glut  as  to  drive  the  little 
farmer  out  of  business,  the  family  farmer.  I  think  the  preliminary 
indication  is  far  beyond  tlie  glut  of  agricult\iral  production,  far  beyond 
the  cost,  I  think  it  would  create  a  sociological  imbalance  and  prac- 
tically eliminating  the  small  farmer  would  be  the  end  result  unless  we 
work  out  something  like  you  have  mentioned.  Senator  Holland,  on  the 
sugar  payments.  W  e  would  have  to  pay  them  enough  to  keep  them  in  a 
rednced  acreage  program, 

Tlie  Chairman.  Well,  it  is  mv  belief  that  this  is  going  to  be  one  of 
tlie  knottiest  problems  that  we  will  have  to  consider. 

Senator  Holland.  That  is  the  reason  that  1  brought  it  up. 

The  Chairman.  Yes.  But  pei-sonally,  I  don't  see  how  in  a  voluntary 
program  you  can  liave  a  limitation  of  payments,  because  the  idea  is  to 
try  to  get  production  in  keeping  with  consumption,  both  domestic  and 
esport.  And  whether  an  acre  cutback  is  made  on  a  small  farm  or  large 
farm  makes  no  difference,  Wliat  we  are  trying  to  reach  is  a  certain 
amount  of  production.  And  unless  we  have  a  program  wherein  you 
reinstate  a.  supiK>rt  program  based  on  acreage  controls,  it  will  be  pretty 
difficult  for  us  to  limit  the  payments. 

Senator  Yarborouoh.  I  think  so,  too,  Senator.  That  is  the  reason  I 
have  supported  you  and  Senator  Holland  in  opposing  the  $20,000 
limitation. 
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The  Chairuan.  Well,  that  will  be  discussion  for  the  committee 
later  on. 

Senator  Yarborough.  Thiuik  you  very  much  for  your  kindness  and 
patience. 

Senator  Holland.  Mr.  Chairman,  I  just  want  to  inject  this  for  the 
record.  It  seems  to  me  we  are  confronted  with  two  very  different 
problems.  One  is  the  one  of  acreage  differential.  I  see  no  justification 
for  paying  less  for  a  diverted  acre  of  given  fertility  and  productive- 
ness that  comes  from  a  large  fanner  than  that  that  comes  from  a 
smaller  farmer,  because  there  we  are  paying  something  to  compensate 
for  the  loss  of  production  of  what  is  privately  owned  proper^,  I  do 
see  with  reference  to  price  support  and  with  reference  to  Govern- 
ment purchases  and  Government  subsidies  the  chance  to  work  out 
something  for  some  of  these  commodities  comparable  in  some  ways 
at  least  to  the  sugar  program,  which  has  been  successful  not  only 
in  maintaining  a  reasonable  price  for  the  commodity,  for  the  con- 
sumers but  in  continuing  its  interests  to  large  and  small  producers 
to  cooperate  in  the  fullest  measure.  I  hope  we  can  work  something  out. 
lamnotatallsurethat  wecan. 

I  want  the  record  at  this  time  to  show  that  as  I  see  it  that  is  one  of 
the  major  problems  we  have  got  ahead  of  us,  and  I  see  that  the  chair- 
man has  the  same  idea. 

The  Chairman,  Well,  I  am  sure  that  if  the  bill  comes  out  with  con- 
trolled acreage  that  we  will  be  able  to  limit  the  payments,  whereas 
a  voluntary  program,  which  is  the  case  in  wheat,  corn,  and  other  feed 
grains,  that  presents  a  different  problem,  in  my  mind.  And  that  is 
where  we  will  have  a  little  difficulty  in  coming  to  a  conclusion,  as  to 
limitation  of  payments  on  the  voluntary  program. 

Senator  Yakbokouqh.  I  think  we  have  people  who  benefit  greatly 
from  these  programs,  Senator,  in  agriculture  who  don't  understand 
the  benefits.  For  example,  I  have  many  cattlemen  in  my  State  say  we 
have  never  been  under  a  support  program.  We  are  not  for  these  sup- 
port programs.  We  are  free  of  Government  subsidies.  But  their  high 
price  of  cattle  is  due  to  the  support  programs  on  feed  grains  and  they 
are  getting  the  benefit.  If  we  did  not  have  supports  for  the  feed  grains 
those  cattlemen  would  go  broke  h\  nothing  flat.  But,  as  I  say,  different 
segments  do  not  realize  the  benefits  they  are  getting  out  of  these  sup- 
port prices. 

TheCnAiRMAN.  Thankyou  very  much.  Senator. 

Senator  Yarborough.  Thankyou. 

The  Chaikuan,  The  next  witness  is  Senator  Mathias  of  Maryland. 

8TATEHENT  OP  HON.  CEABIES  UcC.  HATHIAS,  A  U.S.  SEHATOB 
PROU  THE  STATE  OF  UARTLASD 

Senator  Mathias.  Thank  you,  very  much,  Mr,  Chairman, 

I  approach  this  committee  with  a  great  sense  of  humilityj  these 

are  the  masters  of  the  art  in  which  I  have  been  an  amateur  practitioner 

for  a  good  many  years, 
I  have  distributed  a  statement.  I  believe  members  of  the  committee 

have  it,  and  in  the  interest  of  conserving  the  committee's  time,  Mr. 

Chairman,  I  might  just  paraphrase  it  briefly,  if  that  is  agreeable  to 

you,  and  let  the  statement  be  entered  as  written  initially. 
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The  Chairman.  Without  objection,  that  will  be  done,  sir. 
Senator  Mathias.  1  am  here,  of  course,  in  support  or  S.  2524,  and 
I  have  not  only  a  strong  legislative  interest  in  this  bill,  I  have  a  con- 
siderable sentiment  about  it,  because  it  was  the  last  matter  with  which 
I  worked  witlx  our  late  distinguished  minority  leader,  Senator  Dirksen. 
He  and  I  had  a  number  of  conferences  in  connection  with  it.  He  was 
kind  enough  to  mention  my  efforts  at  the  time  he  made  some  remarks 
the  day  the  bill  was  introduced.  And  so  as  I  say,  I  have  not  only  a 
professional  but  a  sentimental  interest  in  the  bill. 

Basically,  of  course,  the  bill  addresses  itself  to  the  problems  as 
Senator  Dirksen  saw  them  from  his  vantage  point  in  Illinois  and  as  I 
see  them  as  a  citizen  of  a  State  on  the  east  coast,  which  is  that  the 
existing  program  has  not  proven  satisfactory  from  the  point  of  view 
of  either  the  farmers  or  the  general  public. 

The  commodities  covered,  I  don't  think,  have  received  satisfactory 
incomes.  And  in  the  areas  of  the  agricultural  economy  not  covered, 
about  60  percent  of  the  farm  community,  cattle,  hogs,  eggs,  fruits, 
and  vegetables,  we  see  that  there  has  been  a  somewhat  better 
adiustment. 

Of  course,  at  tlie  same  time,  the  taxpayers  I  think  have  clearly  been 
doing  worse.  When  Senator  Dole  and  I  came  to  the  House  of  Repre- 
sentatives in  the  election  of  1960,  we  were  confronted  with  the  last 
Eisenhower  budget  which  provided  for  about  $600  million  in  subsidies 
and  we  are  now  up  to  something  in  the  general  area  of  $4.5  billion. 

Senator  Young.  If  you  don't  mind  interruption,  I  just  put  the  figures 
in  the  report.  The  costs  of  price  support  and  related  programs  now  are 
about  tlie  same  as  they  were  10  years  ago.  At  the  same  time,  all  other 
domestic  programs,  new  ones  initiated  in  the  last  5  years  and  all  the 
others  have  increased  by  billions. 

Senator  Mathias.  I  think  that  will  be  an  interesting  analysis  for 
this  committee  to  make  and  for  the  otlier  Members  of  the  Senate  to 
make. 

I  would  suggest  that  there  is  a  need  for  a  change  in  approach.  I  think 
that  that  was  recognized  by  the  President  during  the  campaign  when 
he  said  then : 

A  new  look  miist  be  given  to  Government  policy  which  has  brought  ua  to  a 
situation  where  21  percent  of  the  farmers'  realized  net  income  comes  directly 
from  Government.  Those  who  control  the  purse  control  the  power — and  Uie 
new  programs  that  are  designed  should  insure  a  fair  return — while  reducing 
tWs  dangerous  level  of  dependency  on  an  arbitrary  political  power. 

And  I  agree  with  the  President  a  hundred  percent  in  that  statement. 
Briefly,  the  bill,  S.  2.524,  could  provide  a  new  direction  in  family 
form   policy.   It  provides  for  a  5-jear  transitional   program  from 
January  1,  1971,  through  December  31, 1975.  And  during  this  period 
acreage  allotments,  marketing  quotas,  processing  taxes  and  direct  pay- 
ments for  wheat,  feed  grains,  and  cotton  would  be  phased  out. 
-Senator  Yorxo.  Would  you  mind  a  question  at  that  point? 
Senator  Mathias,  No. 

Senator  Yot'ng.  Of  course,  this  is  the  Farm  Bureau  bill.  You  would 
phase  out  farm  programs  T  understand.  Wliy  wouldn't  you  phase  out 
dairy  price  supports  which  are  mandatory  at  75  to  90  percent  of 
parity  or  tobacco  that  is  mandatory  at  90  i>ercent  of  parity  ?  Why  don't 
Toil  include  these ! 


)y  Google 


102 

Senator  Mathias.  W^  it  doesn't  include  the  Wool  Act  either. 

Senator  Younq.  No.  Wl^  dont  you  include  tiioee?  Do  they  have 
too  much  popnlarity  in  the  Farm  Bureau  area  ? 

Senator  ISIathiab.  Well,  let  me  just  say  that  I  got  I  think  the  other 
day  a  wool  subsidy  of  $45  for  the  wool  I  sold  last  year,  and  you  may 
put  that  on  the  record.  I  don't  want  you  to  think  that  I  have  been  in- 
tluenced  by  my  receipt  of  $45  out  of  the  Wool  Act.  And  while  we  are 
talking  atJout  that,  in  1969, 1  did  receive  in  total  farm  subsidies  from 
the  Commodity  Credit  Corporation  $459.04.  In  1968,  I  got  $288.62. 

Senator  Dole.  You  need  some  help. 

Senator  MATHL\e.  That  is  what  I  am  here  asking  for.  That  is  verj 
cleai".  Tliat  is  very  clear. 

Senator  Jorhan.  You  must  not  have  but  one  sheep. 

The  Chairman.  At  the  end  of  5  yeiii-s  you  wouldn't  get  anything  at 
all.  Senator  Mathias. 

Senator  Mathias.  And  I  am  asking  you  to  cut  it  out  entirely. 

The  Chairman,  Sure. 

Senator  Mathias.  And  I  am  askuig  vou  to  cut  it  out  entirely  now. 

Senator  Mu,ler,  Tlie  Senator  yielded  for  a  question.  I  notice  in 
your  statement  tliat  you  quote  the  President's  statement  that  21  per- 
cent of  the  fai-mei-s  realized  net  income  comes  directly  from  the  Gov- 
ernment. Are  you  suggesting  that  this  $45  payment  is  21  percent  of 
all  your  1969  income,  and  if  so,  I  am  wondering 

Senator  Mathias.  It  might  be  more  than  my  net  1969  income  from 
sheep,  I  will  say  that. 

S^ator  Holland.  Are  you  retiring  from  your  farm  interests,  Sen- 
ator, or  is  this  on  the  same  activity  that  has  existed  in  the  years  when 
you  got  slightly  more? 

Senator  Mathias.  Well,  the  Senator  i-ecalls  to  my  mind  a  conver- 
BEtion  I  once  heard  between  Tic  Forrester,  a  distinguished  Repre- 
sentative from  Georgia,  and  Carl  Vinson.  He  said  Carl,  tlie  only  reason 
you  stay  in  Congress  is  to  support  that  farm  of  youi-s. 

But  tne  distinguished  Senator  from  Florida  here  raised  an  interest- 
ing question. 

Senator  Holland.  My  question  is  whether  your  farm  activities  are 
diminishing  ;md  wliether  or  not  the  smaller  income  tliat  you  spoke  of 
as  having  been  received  in  recent  years  is  on  the  same  activity  as  a 
somewhat  larger,  but  not  pretentious  income  tliat  you  received  several 
years  ago? 

Senator  ^LvTHIAs.  Well,  we  are  receiving,  we  are  feeling  the  effects 
of  the  agricultural  revolution  that  I  think  the  wliole  Nation  is  feel- 
ing but  which  hafr  not  been  reflected  in  our  congressional  approach  to 
tlie  f  ai-m  problem.  Now  we  had  in  years  gone  by  in  my  memory  several 
farm  families  who  lived  on  the  rann  and  who  got  tlicir  living  from 
the  farm,  and  today  it  is  run  on  a  totally  different  basis,  and  we  are 
raising  more  wheat  per  acre,  for  example,  than  we  have  ever  raised 
in  the  entire  history  of  the  farm.  We  are  seeing  a  whole  system  chang- 
ing. But  the  congressional  approach  to  it  I  don't  think  is  changing 
with  the  economy  and  with  the  social  changes  that  have  come  about. 
This  farm  and  several  in  the  neighborho(xl  are  all  having  to  pool 
their  resources  in  order  to  provide  the  labor,  machinery  that  is  neces- 
sary to  operate  today.  This  is  a  totally  different  patera.  And  that  is 
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one  of  tie  reasons  that  I  am  so  personallj?  involved  in  a  change  of 
policy.  I  don't  think  that  this  bill  does  provide  for  the  kind  of  change 
of  policy  that  would  be  so  sudden  and  disrupting  as  to  eviscerate  the 
agricultural  economy.  I  think  it  proposes  a  graduS  and  consistent  turn 
away  from  the  subsidy  approach. 

And  during  the  5  year  period  there  would  be  a  gradual  reduction 
in  til©  total  Federal  funds  spent  on  direct  payments.  And,  of  course, 
we  would  eventually  come  to  the  end  of  that  road. 

But  during  the  same  transitional  period,  the  bill  calls  for  the  im- 
provement and  expansion  of  a  cropland  adjustment  program  with  the 
goal  of  retiring  10  million  acres  during  the  5-year  period. 

Senator  Miller.  Do  you  mean  10  million  more  than  we  are  now 
retiring  or  a  total  of  10  million  ? 

Senator  Mathias.  10  million  more. 

Senator  Miller.  Each  year? 

Senator  Mathias.  Yes. 

Senator  Dole.  50  million  total  ? 

Senator  Mathias.  Yes;  50  million  total. 

Senator  Holland.  Tlie  reason  for  my  question  was  I  wondered  if 
your  experience  was  somewhat  the  same  as  mine.  When  I  first  came 
into  public  life  I  had  either  total  or  partial  interest  in  50  citrus  m-oves. 
I  didn't  get  anv  Government  support  because  there  is  none,  but  I  have 
had  to  gradually  sell  them,  and  I  now  have  no  citrus  groves,  and  I 
thought  maybe  you  were  retiring  from  the  farm  business  just  as 
I  found  it  advisable  to  do  so  because  of  the  pressure  of  the  public. 

Senator  ilATiiiAs.  Well,  as  the  Senator  from  Florida  knows  there 
isnt  much  time  to  go  out  and  do  a  great  deal  in  a  personal  way,  but 
there  is  a  strong  emotional  tie  to  the  land  and  that  is  hard  to  break. 
And  I  am  not  prepared  to  break  it  yet  even  though  I  have  to  farm 
vicariously. 

The  CiiAiRjiAN.  Well,  the  Senator  knows  that  conditions  have 
changed  in  this  period  he  speaks  of.  Labor  was  plentiful,  and  we  had 
not  gotten  into  the  field  of  mechanization,  I  have  a  brother  who  is 
now  operating  a  farm  my  father  used  to  operate,  and  he  does  the 
whole  job  with  seven  men.  And  my  father  used  to  use  150.  So  that 
in  my  opinion  is  what  has  driven  off  the  small  farmers ;  they  cannot 
compete  because  they  are  unable  to  obtain  the  tools  in  order 

Senator  Holland.  Mechanized  equipment. 

The  Chairman.  Mechanized  equipment.  This  has  been  our  greatest 
problem. 

Senator  Mathias.  I  think  the  chairman  is  exactly  right,  that  there 
has  been  a  total  revolution  in  American  agriculture  and  I  think  we 
have  got  to  face  up  to  it.  Now,  I  do  think—— 

Senator  Eellmon.  Mr.  Chairman,  may  I  say  that  the  revolution 
that  has  taken  place  in  agriculture  is  also  producing  almost  an  armed 
revolution  in  the  cities  and  I  am  curious  to  know  if  anyone  has 
anticipated  or  calculated  how  manv  more  rural  people  will  leave  the 
farms  in  terms  of  this  legislation  than  have  left  under  the  conditions 
that  exist  now.  And  what  this  would  mean  to  the  cities  ? 

Senator  Mathias.  Well,  I  would  like  to  address  myself  to  that 
general  question  of  where  we  go  in  the  futu  re. 

The  President  just  the  other  day  in  his  messajre  to  Congress  on 
iha  environment  I  think  opened  up  one  of  the  important  avenues 
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for  the  future  and  for  the  future  of  the  soil,  the  American  land.  I 
think  that  there  can  be  a  consistent  program  of  recreational  develop- 
ment and  the  utilization  of  idle  farmlands  in  conservation  and  recrea- 
tion far  beyond  anything  that  has  been  conceived  up  to  this  time. 

I  think  that  in  the  land  retirement  program  there  can  be  long-term 
contracts  with  the  farmers  for  reforestation  and  improvements  to 
enhance  recreational  use  of  retired  land,  and  these  are  entirely  con- 
sistent with  the  bill- 

I  tliink  the  bill  recognizes  ditferences  between  the  problems  of  com- 
mercial farmers  and  other  kinds  of  farmers.  And  we  haven't  been  very 
good  up  to  tliis  point  in  adjusting  those  differences.  But  the  bill  does 
provide  for  tliese  very  people  that  Governer  Bellmon  is  concerned 
about  that  I  am  concerned  about,  by  providing  special  transitional  pro- 
grams for  the  low-income  farmars  who  can  ease  their  adjustment  if 
niey  come  to  tlie  i>oint  of  adjustment.  And  I  think  this  is  an  extremely 
imiwrtant  concept,  and  I  am  glad  that  the  Senator  from  Oklahoma  has 
called  attention  to  it. 

Senator  Milu:r.  Would  the  Senator  yield  at  that  point? 

Senator  Mathias.  Yes. 

Senator  Miller.  It  is  my  understanding  that  we  are  retiring  upward 
of  40  million  acres  now  under  present  programs  and  that  this  10  mil- 
lion acres  per  year  is  not  intended  to  be  on  top  of  that  so  tha.t  5  years 
from  now  we  would  have  90  million  acres  retired,  but  the  intention 
is  to  phase  out  what  we  have  now  and  phase  in  this  10  million  acres 
a  year  so  that  at  the  end  of  5  years  there  would  be  50  million  acres 
retired  as  against  upward  of  40  or  42  million  acres  retired  today,  and 
that  being  tne  case,  I  do  not  think  we  would  have  this  mass  exodus  that 
you  would  certainly  have  if  you  were  targeting  in  at  90  million  acres 
retired.  So  I  don't  think  that  the  exodus  that  Senator  Bellmon  is 
concerned  about  is  here  with  that  understanding,  which  I  have  of  the 
bill. 

Senator  Yodnq.  Would  you  yield  at  that  point?  Under  the  Farm 
Bureau  proposal  you  would  take  whole  farms  out  of  production  and 
that  is  a  oig  difference.  When  you  take  a  whole  farm  out  of  production, 
that  farmer  is  going  to  leave  the  farm  and  go  to  town. 

Senator  Mathias.  I  thank  tlie  Senator  from  Iowa  for  his  very  accu- 
rate comment. 

During  the  colloquy  between  the  committee  and  tlie  Senator  from 
Texas  a  moment  ago,  the  question  of  tlie  competitive  pressures  around 
the  country  for  tax  dollars  was  raised,  and  of  course  I  don't  think  that 
we  can  close  our  eyes  to  that  struggle.  I  am  going  to  be  very  interested 
in  reviewing  Senator  Young's  figures  that  he  just  put  into  the  record, 
because  I  think  that  the  area  of  economic  competition  is  going  to  be 
very  strong  in  tlie  years  ahead.  And  I  think  we  in  the  Congress  have 
got  to  recognize  it.  Now,  just  finally. 

Senator  Miliar.  Well,  pardon  me  again.  To  clear  the  record.  If  I 
could  have  the  Senator's  attention,  I  am  advised  by  staff  that  under 
>resent  programs  upward  of  50  million  acres  are  now  retired.  And  as 

understand  this  bill,  50  million  acres  would  be  retired.  So  we  are  not 
talking  about  any  substantial  increase  in  the  amount  of  retired  acreage. 
And  I  think  that  that  is  the  point  that  should  be  made  to  SenabMr 
Bellmon's  question.  Taking  into  account  that  you  will  have  a  different 
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mis,  however.  And  as  Senator  Young  has  pointed  out,  the  mix  would 
consist  of  more  whole  farms  taken  out  of  production.  But  I  think  as 
far  as  the  total  acreage  is  concerned,  it  would  end  up  at  about  the 
same  but  witli  what  is  regarded  as  more  effective  mix. 

Senator  McGovern.  Would  the  Senator  yield.  If  you  are  not  going 
to  take  more  land  out  and  you  are  going  to  phase  out  the  farm  price 
support  system,  then  what  device  are  you  going  to  use  to  sustain  the 
price? 

Senator  Md^ler.  Well,  I  am  sure  that  Senator  Mathias  will  cover 
that  point. 

Senator  McGot-EKx.  I  think  that  is  a  crucial  point. 

Senator  Miller.  At  this  point  in  the  record,  however.  Senator 
Bellmon  was  perhaps  concerned  that  there  might  be  90  million  acres 
retired,  whereas  that  is  not  the  point.  It  is  50  million  acres,  about  what 
Tre  have  now.  And  Senator  Young  has  pointed  out  very  aptly  that 
w^hole  farms  are  involved  in  this  new  mix.  As  I  understand  it,  the  mix 
■we  now  have  is  not  very  effective,  or  not  as  effective  as  the  mix  that 
would  be  provided  under  the  bill  tliat  Senator  Mathias  is  testifying 
on. 

Senator  Beu-mok",  Mr.  Chairman,  the  question  was  raised  by  this 
statement  on  page  2. 

Ijoans  could  be  made  to  ease  the  transition  to  more  profitable  em- 
ployment. My  point  is  that  the  cities  are  already  overridden  with 
people  and  we  may  push  these  people  off  the  land  ajid  into  cities,  but 
what  do  we  do  when  we  get  them?  They  need  houses  and  roads  and 
sewer  systems.  We  have  already  got  pollution  in  the  cities.  It  looks  to 
me  like  the  impact  of  this  legislation  is  toward  more  congestion  in  the 
cities. 

Senator  Mathias.  Well,  of  course  if  you  let  the  thing  go  willy-nilly 
that  is  a  possibility.  But  there  is  a  rising  interest  on  the  part  of  smaller 
concerns,  even  some  large  concerns  looking  again  at  the  smaller  com- 
munities which  are  rurally  based,  the  possibility  of  providing  jobs  in 
these  areas  with  the  encouragement,  the  economic  encouragement  of 
the  Federal  Government.  Maybe  we  can  develop  a  system  where  a 
family  can  continue  to  live  in  the  farmhouse  but  have  employment 
off  the  farm  in  which  a  certain  part  of  the  farm  environment  will  be 
maintained,  I  agree  that  this  would  be  highly  desirable.  And  this  is  the 
kind  of  program  which  I  envision  rather  than  simply  cutting  and  run- 
ning to  the  city  which  we  have  seen  all  too  much  of  in  the  last  three 
decades. 

If  I  can  address  myself  to  Senator  McGovem's  question,  I  would 
like  to  refer  to  a  very  interesting  study  that  was  made  by  the  Iowa 
State  University  in  1968,  and  I  am  indebted  to  the  distinguished  Sena- 
tor from  Iowa  for  calling  attention  to  this  study,  Mr,  Chairman.  I 
would  just  like  to  submit  the  summary  and  conclusions  from  that 
study  as  a  part  of  my  testimony. 

The  Chairman.  Without  objection  that  will  be  done. 

Senator  Mathias.  But  let  me  just  quote  this  one  statement: 

Present  pro-ams  wblle  provltUnK  considerable  Income  sajwort  to  the  SO 
percent  of  farmers  who  market  85  perc^t  of  all  farm  commodities  do  not 
provide — 


)y  Google 


any  meaoB  by  wbicli  agrlcQltnre  can  eventually  achieve  aelf-suetalnlng  balance 
between  supply  and  demand  at  acceptable  price  levels  without  the  (3  billion 
annual  expenditure  under  present  programs  and — 

Second — 
provide  only  negligible  assistance  to  the  majority  of  farmers,  partlcnlarty  tfaose 
who  suffer  losses  from  technological  advance  and  who  must  shift  to  other  alter- 
natives but  lack  the  neceseary  training  for  productive  employment  elsewhere. 
The  shift  to  a  long-term  laiid  retirement  program  could  facilitate  eventual 
reduction  in  the  cost  of  Government  programs  and  provide  funds  to  offer  retrain- 
ing programs  or  educational  Incentives  to  labor  reaources  released  from  agri- 
culture by  technological  advance.  The  permanent  shift  of  both  land  and  labor 
resources  to  other  uses  could  move  the  agricultural  sector  towards  a  reaonrce- 
balance  which  is  in  keeping  witli  the  eapltal-intensive,  labor-extensive  agricul- 
tural economy  which  industrialization  and  economic  development  bas  brought 
to  the  United  States. 

Senator  McGro\i;RN,  Well.  Semitor,  liow  in  the  absence  of  these  price 
support  programs,  liow  docs  any  farmer  have  any  control  over  what 
the  production  is  going  to  be?  He  doesn't  know  what  other  farmers  are 
going  to  produce.  Isn't  he  at  tlie  mercy  of  a  market  that  he  cant 
control  ? 

Senator  JL^tiiias.  Wdl,  I  think  one  of  the  purposes  of  the  bill  is  to 
have  a  market  which  as  the  President  pointed  out  in  lus  campaign 
speecli  is  not  solely  under  the  control  of  the  Secretary  of  Agriculture. 
And  that  is  very  true.  I  think  that  the  market  will  not  be  as  controlled 
if  this  bill  is  adopted.  I  think  that  that  may  be  a  very  desirable  develop- 
ment. I  think  that  there  are  a  lot  of  things  we  can  do  in  the  total 
picture  to  improve  the  chances  of  the  American  farmer  in  botli  the 
domestic  and  m  the  world  market.  Some  things  that  would  be  perhaps 
beyond  the  jurisdiction  of  this  committee  but  not  beyond  the  scope 
of  the  Federal  Government's  interest  and  activity,  ii  our  research 
and  development  of  transportation  facilities,  our  improvement  of 
distribution,  matters  which  I  think  bound  up  the  future  of  the  agri- 
cultural economy  are  up  to  a  degree  perhaps  with  all  due  respect 
more  important  than  anj-thing  this  committee  can  do  for  the  agricul- 
tural economy- 
Senator  McGovERN.  Let  me  just  say,  Senator  Matliias,  it  seems  to 
me  that  the  impact  on  the  farmer  of  removing  the  price  support  pro- 
gram which  is  really  what  your  bill  does  would  be  approximately  the 
same  a.s  it  would  he  in  the  labor  field  if  you  destroyed  the  minimum 
wage  and  you  threw  the  whole  labor  force  on  the  market  without  re- 
gard to  any  kind  of  minimum  wage  pix>tection.  I  jnst  don't  see  how 
several  million  farmers  are  going  to  survive  in  the  economy  where 
everything  they  buy  is  set.  They  don't  have  much  to  say  about  the  cost 
of  things  that  they  buy  to  operate  those  farms.  How  are  they  going 
to  Run-ivp  in  a  situation  wheie  there  is  no  kind  of  price  support  protec- 
tion for  them  ?  Other  than  just  trusting  to  whatever  luck  they  might 
have  in  hoping  that  all  the  farm  producers  will  just  accidentallv  hit 
on  what  ought  to  be  the  proper  production  to  keep  supply  in  balance 
with  demand?  I  don't  see  how  you  can  predict  that? 

The  Chairman.  Suppose  you  took  all  tariffs  off.  How  would  that 
affect  industry? 
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Senator  McGovern.  It  is  the  same  situation.  I  mean  if  all  the  rest  of 
the  economy  were  completely  unregulated,  nobody  else  had  any  pro- 
tection, why  the  farmer  probably  would  do  about  as  well  as  anybody. 
But  I  don't  see  how  a  fanner  can  survive  without  any  kind  of  pro- 
tection over  the  price  that  he  gets  for  what  he  produces  when  every- 
body else  tells  him  what  he  has  to  pay  for  the  things  that  he  buys. 

Senator  Miller.  Well,  would  the  Senator  yield  ? 

The  Chairman.  Off  the  record, 

(  Discussion  off  the  record.) 

The  Chadiman.  All  right,  you  may  proceed. 

Senator  Miller.  Would  the  Senator  yield  at  that  point?  On  pa«e  2 
of  the  bin,  it  is  provided,  as  I  see  it,  that  price  supports  would  be 
available  1971  through  1974  at  a  loan  level  of  85  percent  of  the  averase 
price  received  by  farmers.  I  don't  think  that  that  is  quite  pulling  the 
rug  out  from  under 

Senator  Mathias.  The  Senator  from  Iowa  is  exactly  correct.  And 
it  would  set  at  no  more  than  85  percent  of  the  previous  3-year  average 
price  beginning  with  the  1971  crop.  This  would  be  permanent  legisla- 
tion. And  it  would  provide  authority  for  the  continuation  of  com- 
modity loans  after  the  phaseout  of  allotments  and  base  acreages  and 
marketing  quotas  and  direct  payments.  So  that  it  isn't  quite  analogous 
to  the  repeal  of  the  wage  and  hour  laws. 

Senator  McGovern.  Well,  would  you  be  willing  to  set  the  minimum 
wage  at  85  percent  of  the  present  level  ? 

^nator  AIatuias.  Well,  I  think  the  Senator  is  suggesting  a  hypothe- 
sis that  simply  doesn't  exist  because  we  are  talking  about  a  numoer  of 
other  programs  which  should  help  to  support  and  stimulate  the 
agricultural  economy.  So  that  this  would  not  be  an  isolated  act  but 
would  be  an  act  taken  complementary  to  a  whole  phased-out  program. 

Senator  Miller.  Would  the  Senator  yield  at  that  point? 

Senator  Mathiab.  Yes. 

Senator  Miller.  As  a  coyjonsor  of  this  bill,  I  want  my  friend  in 
Sout^  Dakota  to  know  that  I  am  not  interested  in  doing  wlmt  his  ques- 
tion might  imply.  This  is  not  analogous  to  the  minimum  wage.  I  cer- 
tainly would  hope  and  pray  that  the  average  wage  certainly  vi.s-a-vis 
tlie  form  sector  m  this  country  would  be  greatly  above  the  minimum 
wage.  And  when  we  talk  about  parity  we  are  not  talking  about  a  mini- 
mum. W©  are  talking  about  what  I  suppose  would  be  analogous  to  an 
average  wage.  And  so  if  the  Senator  would  rephrase  liis  question  to 
surest  that  we  might  provide  some  kind  of  an  adjustment  of  85  per- 
cent of  the  average  wage,  then  I  think  we  might  be  a  little  more,  have 
a  little  better  perspective  of  what  is  trying  to  be  done  under  their  bill 
than  to  talk  about  85  percent  of  the  minnnmn  wage  because  I  don't 
Uiink  minimum  wage  is  at  all  analogous  to  parity. 

Senator  McGovern,  I  dont  tliink  it  really  makes  much  difference  in 
terms  of  the  point  which  I  am  trying  to  make  which  is  the  parity  con- 
cept as  a  very  real  and  meaningful  concept  to  farmers  which  is  de- 
signed to  keep  them  somewhat  in  balance  with  other  segments  of  tlie 
economy.  I  don't  really  care  whether  the  Senator  wants  to  substitute 
the  average  wage  or  the  minimum  wage.  When  you  talk  about  re- 
ducing to  85  percent  of  the  present  level  fanner  price  supports  that 
has  the  same  kind  of  severe  impart  on  farmers  that  you  would  have  if 
you  reduced  anybody's  income  level  to  85  percent  at  the  present 
moment. 
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Senator  Young.  It  wont  make  any  diffei-ence  whether  it  is  a  com- 
parison with  s.  minimum  wage  or  the  average  wage. 
Senator  Mathias.  That  is  correct. 
Senator  Yodno.  You  have  the  same  situation. 

Senator  Miller.  I  think  the  Senator's  point  in  that  frame  of  refer- 
ence is  x>erhaps  a  valid  ^oint.  But  I  just  want  to  make  it  clear  that 
to  nie  a  minimum  wage  m  this  country  was  never  envisioned  as  being 
what  might  be  called  a  fair  return  to  the  labor  segment  of  our  econ- 
omy. It  is  a  bedrock  minimum  below  which  we  nave  decided  it  ia 
contrary  to  public  policy  to  ga  But  I  don't  tliink  that  the  minimum 
wage  is  at  all  related  to  the  concept  of  parity  and  I  am  not  sure  that 
average  wage  would  be  either  but  I  just  use  that  to  try  to  get  a  better 
perspective  of  what  is  trying  to  be  done  here. 

Senator  Mathias.  Mr.  Oiairman,  if  I  may  just  intervene  at  Hub 
point,  I  would  say  I  don't  think  it  really  is  a  rair  parallel,  a  fair  anal- 
ogy at  all,  because,  as  I  say,  you  are  talking  about  only  one  3tep  in  a 
suggested  agricultural  program  which  has  a  number  of  dinerent 
phases  all  of  which  are  nitended  to  achieve  the  goal  of  a  freer  agri- 
cultural societj'  and  a  better  life  for  those  who  are  engaged  in  agricul- 
ture. Just  to  take  one  step  and  say  that  that  is  what  will  be  the  effect, 
that  isolated  from  all  the  other  stops,  is  not  a  comprehensive  approach. 
Senator  Jordan.  Mr.  Chairman,  would  the  Senator  yield  a  minutef 
There  are  a  great  many  phases  of  this  whole  complex  farm  prob- 
lem that  are  not  taken  account  of  in  any  of  this  farm  legislation.  For 
the  last  6  years  there  has  been  quite  a  migration  from  the  farms  to 
small  industries  that  have  been  stationed  all  over  this  country,  very- 
small  ones,  electronics  and  shoes,  and  I  could  name  diraens  of  them. 
Well,  the  rapid  increase  of  imports  into  this  country  is  putting  those 
people  out  of  business.  I  know  several  electronic  plants  that  have  been 
built  in  North  Carolina  in  the  last  2  years,  which  train  their  own  peo- 
ple, and  they  are  out  of  work.  You  can't  compete  with  tJie  60-c6nts- 
an-hour  wage  scale  in  Japan.  Now,  the  problem  has  invaded  the 
automobile  market  here.  That  is  somebodv  else's  ox  that  is  getting 
gored  right  now  that  wasn't  affected  a  little  while  ago,  but  they  are 
on  short  time,  too,  you  know.  Unless  we  do  something  to  phase  out 
this  tremendous  import  problem,  we  are  going  to  put  a  lot  more  people 
out  of  business  and  we  may  have  to  go  back  on  the  farm  and  get  a 
mule  to  make  a  living. 

I  wonder  if  the  Senator  would  want  to  phase  out  the  subsidy  on 
shipbuilding.  It  is  the  same  thing.  We  subsidize  the  shipbuilding  right 
in  your  own  State.  And  if  you  phase  that  out,  you  wont  build  any 
ships  in  this  eoimtry.  And  you  know  that  as  well  as  I  do.  You  couldnt 
build  one  to  save  your  neck.  And  they  were  told  you  go  to  Japan 
with  that.  They  already  build  a  lot  of  them  over  there. 

So  we  cant  phase  out  subsidies  on  a  great  many  things.  We  have 
got  to  be  subsidized.  You  can't  charge  all  this  up  to  the  ra.ct  that  you 
are  keeping  up  a  bunch  of  sorry  farmers.  Farmers  have  done  mighty 
well  to  keep  their  heads  above  water  all  these  years,  and  you  canx 
blame  them  for  leaving  the  farm.  But  if  you  cut  on  the  subsidies, 
some  kind  of  a  guaranteed  income,  on  what  land  the  farmer  does 
keep,  he  is  going  to  have  to  leave  that  farm,  and  go  to  tiie  city.  I 
don't  know  ~hat  yon  are  going  to  do  with  him  there  and  he  doesnt 
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know  either,  because  the  cities  have  got  more  of  them  in  them  right 
no-w  than  they  know  what  to  do  witli. 

Senator  AIili^k.  Would  the  Senator  yield  ? 

Senator  Matizias.  Sure. 

Slenafor  MiLi-tat,  The  Senator  makes  a  point  and  it  is  very  relevant 
to  what  has  hai)iiened  under  existing  and  pi-evious  farm  programs. 
We  ha\-e  had  'i  million  fanners  and  tJieir  families  move  off  the  farms 
in  the  last  9  years.  And  this  was  ray  question  to  Senator  Yarborough, 
""What  is  wrong  with  what  we  have  now  and  how  can  you  improve  it, 
because  it  is  not  working  very  well  now."  And  the  Senator  from  Mary- 
land is  proposing  n,  new  approach,  I  don't  think  that  there  is  any  lack 
of  -will  on  the  i)-art  of  Members  of  Congress — we  talk  about  farmers, 
but  1  think  we  should  recognize  that  the  agribusiness  industry  which 
depends  upon  agriculture,  a  healthy  agriculture  for  its  viability,  em- 

Eloys  upward  of  20  million  people  in  this  country,  and  that  agri- 
usiiiess  industry  is  in  jeoiiardy  if  wc  don't  do  a  better  job  than  what 
we  are  doing  now.  And  Senator  Bellmon's  point  about  the  cities  is 
well  taken.  We  had  5  million  people  leave  the  farms,  most  of  them  go 
into  the  cities  but  this  has  been  under  the  programs  that  we  have  leg- 
i^ated  and  appropriated  money  for.  And  the  point  is,  how  are  we  go- 
inp  to  inii>ro\-e  it  so  we  don't  keep  ourselves  in  the  same  rut? 

Senator  Young.  Would  the  Senator  yield  there?  I  would  like  to 
make  a  short  statement  along  that  line. 

When  I  came  here  in  1945  we  had  price  supports  at  90  percent  of 
parity.  We  had  good  prices  hut  we  had  surplus  problems  and  program 
cost  problems.  But  as  wc  lowered  these  price  supports  year  after  year 
the  cash  prices  followed  the  price  supports  to  the  lower  levels.  True, 
the  situation  isn't  as  good  as  it  mi^ht  be,  but  I  think  every  banker  in 
my  State,  and  almost  every  businessman  realizes  now  that  if  you 
aHolish  these  programs  not  only  the  farmers  but  they  too  would  be 
in  serious  difficulty.  There  is  no  question  about  it,  you  lower  these 
price  supi)orts  more  and  you  are  going  to  have  lower  prices. 

Now,  the  price  of  wheat  in  Maryland  has  been  less  than  a  dollar  a 
bushel  recently.  Fortimately,  we  liave  better  quality  wheat  in  North 
Dakota  so  our  cash  prices  have  been  better.  But  if  you  lower  price  sup- 
ports more,  Maryland  wheat  prices  will  go  down  still  more.  There  will 
probably  be  one  good  thing  about  it — ^you  will  probably  quit  the  wheat 
business.  But  you  will  have  some  busted  farmers  in  the  meantime. 

Senator  JoRn.VN.  Would  the  Senator  yield  at  that  point? 

Senator,  I  think  a  OTeat  dttil  of  your  problem  is  brought  about  by 
automation.  Senator  Young  is  from  a  great  wheat-growng  State. 
When  'I  was  a  very  young  man  I  spent  6  years  in  the  State  of  Kansas 
in  Sumner  County,  which  was  about  the  largest  wheat-growing  county 
in  America.  Well,  they  cut  wheat  then  with  a  binder.  Somebody  carae 
along  by  hand  and  shucked  it,  then  they  came  out  with  a  thrashing 
machine  and  they  thrashed  it.  Now,  one  big  combine  cuts  a  whole  sec- 
tion in  a  day.  It  blows  it  into  a  truck  as  it  goes  along,  and  it  doeent 
stop  but  goes  to  the  nest  section.  You  have  seen  that. 

Well,  what  put  people  off  the  farm  to  a  great  extent  were  those 
tremendous  tractors  they  got  that  plow  fully  as  wide  as  from  here 
over  to  that  wall.  Am  I  exaggerating  that  at  all? 

Senator  Young.  No ;  not  at  all. 
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Senator  Jordan.  You  can  plow  quite  a  few  rows  witn  a  good 
tractor. 

Tlie  Chairsl^n.  Gentlemen,  we  have  quite  a  few  witnesses  to  hear, 
and  I  am  wondering  if  we  couldn't  relegate  our  questions  to  the  pro- 
gram instead  of  arguing  with  each  other  at  the  moment. 

Senator  Mathias.  Mr.  Chairman 

Senator  Jordan,  You  have  got  a  good  idea. 

Senator  Maihiab  (continiimg).  To  respond  just  very  briefly  to  the 
question  raised  by  the  Senator  from  North  Carolina,  what  he  says 
of  course  from  time  out  of  mind,  and  the  public  I  think  has  benefitted 
when  government  has  properly  made  an  investment 

Senator  Jordan.  I  don't  argue  that. 

Senator  Mathias  (continuing).  In  the  promotion  of  some  pro- 
gram or  some  particular  item  or  public  need,  and  I  don't  argue  that 
a  good  program  that  needs  subsidy  shouldn't  have  it.  I  think  the 
public  can  benefit.  I  think  that  we  are  in  a  situation  here  now  as  I  see 
it  of  diminishing  returns,  and  it  is  not  that  you  abolish  the  principle 
but  that  you  adjust  the  practice.  I  think  the  committee  has  a  great 
opportunity.  The  whole  fai-m  economy  as  we  have  discussed  among 
ourselves  is  in  revolution,  in  change. 

There  is  a  tremendous  dichotomy  between  what  the  consumer  pays 
at  the  grocery  store  and  what  the  farmer  gets  on  the  farm,  and  ttiere 
is  a  challenge  to  trj'  to  bring  the  farmer  into  the  mainstream  of  Amer- 
ican economy  where  I  think  he  ought  to  be  and  where  he  clearly  isn't 
today.  Mr.  Cliairman,  if  there  are  no  further  questions— 

The  Chatomax.  Thank  you  very  much,  sir. 

Senator  Matiiias.  Thank  you,  gentlemen,  I  appreciate  your  Cour- 
tis;- and  patience, 

(Senator  Mathias'  prepared  statement  is  as  follows :) 

Mr.  Clialnnan  and  dtstlngulBLed  Members  of  this  Committee.  I  appreciate 
this  opportunity  to  appear  before  you  lu  support  of  S.  2524,  the  Agricultural 
Adjustment  Act  of  1969. 

In  June  of  last  rear,  our  distinguished  Minority  Leader,  the  iftte  Senator 
Everett  McEinie?  DlrlEsen.  dlscueaed  with  me  the  need  for  baaic  changes  in  our 
atrlcultnral  policies.  As  a  result.  Senator  Dlrksen  and  T  Introdueed  B.  2524 
wltli  18  other  Senators  as  cosponaora.  It  waa  our  feeling  then,  and  it  la  even  more 
true  today,  that  there  Is  a  need  to  develop  new,  more  effective  and  less  costly 
government  programs  for  agriculture. 

The  haslc  farm  law  now  In  effect,  the  Food  and  ARriculture  Act  of  1965.  has 
not  proven  satisfactory  either  to  farmers  or  to  the  general  public.  In  the  period 
since  Its  enactment,  the  prices  received  by  farmers  for  the  major  commodities 
covered  by  this  legislation— wheat,  corn,  feed  grains,  and  cotton — have  not 
provided  satisfactory  Incomes  to  farmers.  The  60  piTcent  of  iigricnlture  not 
covered  liy  government  farm  programs,  such  as  producers  of  cattle,  hogs,  eggs, 
and  friiits  and  vegetables,  have  all  been  doing  much  better.  At  the  same  time, 
the  taxpayers  have  been  doing  worse,  since  the  cost  of  the  progrnms  enacted 
In  ifliVi  has  (continued  to  increase.  Neither  farmers  nor  consumers  are  hnppv 
with  this  situation. 

There  is  clearly  a  need  for  n  change  In  approach.  This  was  the  spirit  which 
prompted  us  to  introduce  S,  ;;524  Inst  July.  This  fact  was  recognised  by  Pres- 
ident Nixon  during  the  196S  eampaign  when  he  said,  "A  new  loolj  must  be  given 
to  a  goveniinent  policy  which  has  hrought  US  to  0  station  where  21  percent  of 
the  fnrmer's  realized  net  Income  comes  directly  from  the  government.  Those 
who  control  the  purse  control  the  power— the  new  programs  that  are  designed 
ahoTild  insure  a  fair  return — while  reducing  this  dangerous  level  of  dependency 
on  an  arbitrary  political  power." 

S.  2324.  the  proposed  Agricultural  Adjustment  Act  of  1969,  would  provide  a 
new  direction  in  farm  policy.  It  would  provide  for  a  five-year  transitional  pro- 
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Xram  to  begin  January  1.  l&Tl.  and  nm  through  December  31, 1975.  During  this 
period,  acreage  allotments,  marfceting  qootas.  proeesalng  taxes  and  direct  pay- 
ments for  wheat,  feed  grains  and  cotton  would  be  phased  out 

The  bill  recognizes  that  it  Is  Impossible  to  make  a  drastic,  sudden  change  In  the 
direction  oC  policy  without  seriously  diemptliig  and  hurting  our  agricultural 
economy.  The  legislation  therefore  proposes  a  gradual  but  consistent  turn  away 
from  gOTermnent  subsidies. 

During  this  flre-year  period,  there  would  be  a  gradual  reduction  in  the  total 
Federal  funds  spent  on  direct  payments  for  wheat,  feed  grains  and  cotton. 
Eventually  we  would  discontinue  entirely  the  use  of  direct  payments  to  farmers, 
n-liich  hare  become  the  target  of  considerable  puhlic  and  political  controversy. 

Uuring  the  flve-year  transitional  period,  S.  2524  would  improve  and  expand  the 
cropland  adjustment  program,  with  a  goal  of  retiring  10  million  acres  per  year 
daring  1971-1975.  No  grazing  would  be  permitted  on  this  land.  However,  I  feel 
that  serious  consideration  should  he  given  to  using  substantial  portions  of  this 
retired  cropland  for  recreational  purposes  and  other  uses  of  direct  benefit  to  the 
general  public. 

I  was  glad  to  see  that  President  Nixon,  in  his  historic  mensa^e  to  Congress  on 
the  environment,  proposed  two  relevant  programs :  aid  to  state  and  local  govern- 
ments for  programs  of  recreational  development  and  u»e  of  Idle  farmlands,  and 
long-term  contract*  with  farmers  for  reforestation  and  other  improvements  to 
enhance  recreational  use  of  retired  lands.  These  recommendations  appear  to  be 
entirely  consistent  with  S.  2524  and  I  hope  they  will  be  promptly  considered. 

Mr.  Chairman,  one  of  the  important  features  of  S.  2524  is  that  it  recognizes  the 
differences  twtween  the  problems  of  commercial  farmers  and  the  problems  of 
other  types  of  farmers.  To  date  we  have  tried,  without  success,  to  apply  the  sama 
remedies  to  the  economic  ills  of  both  groups,  although  their  situations  are  not 
comparable.  S.  2524,  recognizing  this  fact,  provides  programs  for  the  commercial 
farmer  and  at  the  same  time  creates  special  transitional  programs  for  farmen 
of  low  net  incomes.  The  bill  offers  these  low-income  farmers  additional  incen- 
tives for  land  retirement,  retraining  and  adjustment  assistance.  Loans  could  be 
made  to  ease  the  transition  to  more  profitable  employment. 

This  approach  to  the  problems  of  low-incomp,  marginal  fnrmers  is  In  accord 
with  many  other  current  efforts  to  bring  new  hope  and  opportunity  to  rural 
America.  1  feel  that  it  should  be  closely  coordinated  with  other  programs  for 
manpower  training,  adult  education  and  rural  and  small-to\i'n  development. 

In  closing,  I  believe  that  we  must  recognize  that,  while  American  agriculture  Is 
one  of  our  most  important  industries,  there  are  other  problems  niso  demanding 
our  effort  and  attention.  I  think  we  must  consider  seriously  tlie  amount  of  Fed- 
eral money  which  we  can  afford  to  spend  on  our  farm  programs.  If  the  current 
approach  were  providing  effective  help  and  satisfactory  incomes  to  farmers.  It 
could  i>e  Justified.  However,  when  one  looks  at  the  record  of  the  current  program 
SKninBt  the  cost  involved.  It  become.s  hard  to  explain  to  consumers  and  taxpayers 
why  we  must  continue  to  invest  billions  in  subsidies  which  do  not  solve  the  prob- 
lems of  American  agriculture. 

Mr.  Chairman,  the  senior  Senator  from  Iowa  (Mr.  Miller),  a  distlnciilshed 
Memlier  of  this  Committee,  has  called  to  my  attention  a  very  thoughtful  and 
provocative  study  of  farm  policy  alternativps.  prepared  in  IftHS  by  tho  Center  for 
Aerlcnltural  and  Economic  Development  at  Iowa  State  University.  I  would  like 
to  include  this  study's  summary  and  conclusions  in  the  record  of  these  hearings, 
and  to  cite  in  particular  two  of  the  twelve  major  findings.  The  study  showed : 

"Pre.sent  programs,  while  providing  considerable  income  support  to  the  30  per- 
cent of  farmers  who  market  R5  percent  of  all  farm  commodities,  do  not  provide 
(a  I  any  means  by  which  agriculture  can  eventually  achieve  self-sustaining  bal- 
ance between  supply  and  demand  at  acceptable  price  levels  without  the  S3  billion 
annnni  expenditure  under  present  programs,  and  (b)  provide  only  negligible  as- 
sistan'v  to  the  majority  of  farmers,  particularly  those  who  suffer  losses  from 
twhnoloaical  advance  and  must  shift  to  other  alternatives  but  lack  the  necessary 
training  for  productive  employment  elsewhere. 

'■The  shift  to  a  long  term  land  retirement  program  conld  facilitate  eventual 
reduction  In  the  cost  of  government  programs  and  provide  funds  to  offer  retrain- 
ing programs  or  educational  incentives  to  labor  resources  released  from  agri- 
enlture  by  technological  advance.  The  permanent  shift  of  both  land  and  labor 
resources  to  other  uses  could  move  the  agricultural  sector  toward  a  resource 
balance  which  is  In  keeping  with  the  capital-intensive,  labor-extensive  agrlcnl- 
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tural  economy  which  industrialization  aod  economic  development  baa  broogbt 
to  the  United  States." 

S.  2.")24  emliodies  a  similar  approach.  I  believe  it  is  a  program  which  baa  the 
support  of  farmers  as  well  as  the  general  public.  In  the  long  run  it  will  put  onr 
ajtrlcultural  policies  on  a  sounder  courae,  provide  a  higher  net  income  to  farmetx, 
reduce  their  dependence  on  government,  and  continue  to  provide  consumers  wttb 
adequate  food  supplies.  I  urge  you  to  consider  this  bill. 

The  Chairman.  The  next  witness  is  Mr.  Tony  Dechant,  president 
of  the  National  Farmers  Union. 

Kow,  I  wish  to  say  that  we  will  piroceed  until,  let's  say  12 :15.  Would 
that  be  satisfactory,  and  come  back  at  2  ? 

Mr.  Uechant.  Fine. 

The  Chairman.  All  right.  You  may  sit  here  and  we  will  hear  you. 

STATEUEUT  OF  TOITT  T.  DECHAHT,  ^RESIDEST,  KATIOKAL 
FAHIOXS  UNION 

Mr.  Deciiant.  Mr.  Chairman  and  members  of  the  committee,  the 
Farmers  Union  is  honored  to  have  the  opportunity  to  present  testi- 
mony concerning  farm  legislation  before  this  distinguished  commit- 
tee. I  want  to  Iwgin  our  testimony  today,  Mr.  Chairman,  by  first  of 
all  expressing  our  thanks  to  you  for  your  leadership  in  behalf  of  agri- 
culture. Particularly,  I  want  to  commend  you  for  your  address  before 
the  U.S.  Senate  on  January  17,  in  which  you  warned  that  the  reckless 
destruction  of  our  farm  program  might  phmge  the  Nation  into  a  de- 
pression. Especially,  we  appreciated  your  concluding  statement  that, 
"We  should  all  work  to  improve  existing  programs,  and  by  all  means 
keep  what  we  have  until  we  are  able  to  discover  something  better," 

I  do  not  believe  a  better  description  could  be  offered  of  what  we  are 
going  to  propose  today.  We  want  to  keep  what  we  have  by  extending 
and  makmg  it  permanent.  We  want  to  improve  existing  programs. 
In  some  instances,  we  believe  that  we  can  propose  someUiing  better. 
But  these  are  all  improvements  to  the  1965  Food  and  Agriculture 
Act,  as  generally  embodied  in  S.  3068,  which  has  16  sponsors.  We  do 
not  want  to  proceed  from  the  known  to  the  unknown  but  from  the 
known  to  the  possible.  One  does  not  correct  one's  way  by  throwing 
away  the  compass.  One  does  not  lift  a  heavier  load  by  rejecting  the 
principle  of  leverage. 

But  as  we  open  our  testimony  today,  our  hearts  are  heavy,  I  do  not 
believe  there  has  been  a  time  in  recent  years  when  renewal  of  the 
farm  program  has  faced  greater  obstacles. 

Mr.  Chairman,  I  would  like  to  suggest  at  this  point  that  the  entire 
statement  be  put  into  the  record  and  that  as  I  move  through  my 
satement  I  will  be  omitting  a  number  of  paragraphs  in  the  interest  of 
the  committee's  time. 

The  Chairman.  Without  obiection,  that  will  be  done. 

Mr.  Dechant,  In  the  face  of  an  attack  on  the  Nation's  farm  pro- 
gram the  issues  have  never  been  clearer  for  farmers  themselves.  The 
issues  are  so  clear,  in  fact,  that  every  major  farm  organization  in 
theNation — except  one— has  joined  Ifijrctlii'r  to  present  a  packafre  of 
agricultural  legislation  for  your  consideration.  They  have  formed 
the  Coalition  of  Farm  Organizations. 

Senator  Younq.  Could  I  interrupt  at  this  point,  Mr.  Chairman? 
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In  North  Dakota  it  includes  all  farm  organizations  including  the 
Farm  Bureau. 

Mr.  Dechant.  Yes. 

Senator  Yocng.  And  I  am  pleased  that  you  have  wiUi  you  Ray 
Strom,  a  fighter  for  farmers. 

Mr.  Dechant.  Thank  you,  Senator  Yoimg. 

Senator  Milled.  May  I  make  this  observation?  I  don't  know  what 
the  total  membership  is  of  the  coalition.  I  do  know  that  in  my  own 
State  of  Iowa  the  Farm  Bureau  probably  has  far  more  members 
than  all  of  the  others  put  together,  but  I  Uiink  it  might  be  helpful, 
since  you  say  every  major  farm  organization  in  the  Nation  except 
one  has  joined,  if  we  could  have  some  kind  of  a  figure  to  indicate 
the  total  membership  of  the  coalition.  I  think  it  would  be  helpful 
from  a  national  standpoint.  Do  you  suppose  you  could  supply  that 
for  the  record? 

Senator  YotiNG,  Mr.  Chairman,  I  would  liave  to  object  to  that  kind 
of  statement  unless  you  got  from  the  Farm  Bureau  what  portion  of 
their  membership  are  actually  farmers  and  how  many  they  have  be- 
cause of  insurance  policies.  There  is  a  vast  dill'erence.  In  my  State 
probably  half  of  their  members  are  businessmen  and  other  non- 
farmers. 

Senator  Miller.  Well,  I  don't  know,  but  I  have  heard,  or  I  under- 
stand that  some  of  the  organizations  in  this  coalition  have  a  similar 
policy.  I  would  like  to  get  a  picture,  and  we  could  evaluate  it  anv 
way  we  want  to  along  the  imes  of  what  my  friend  from  North 
Dakota  says,  but  if  you  could  give  us  some  idea  of  the  total  mem- 
bership, total  number  of  farmers  involved  in  the  coalition  I  think 
it  would  be  helpful. 

Senator  Yoi^ng.  And  I  am  sorry.  Senator  Miller,  that  I  get  a  little 
disturbed,  but  every  time  they  say  we  represent  so  many  farmers, 
it  always  disturbs  me  because  they  don't  represent  that  manv  farm- 
ers. A  good  share  of  their  membership  are  not  farmers  at  ail.  They 
are  members  because  of  insurance  policies. 

Senator  Miller.  Well,  maj  I  say  to  my  friend  from  North  Da- 
kota I  understand  that.  I  still  would  say  so  that  I  think  it  is  gen- 
erally recognized  in  Iowa  at  least  that  the  dirt  farmer,  the  commercial 
fanner  memberships  are  very  heavy  in  the  Farm  Bureau,  and  I  am 
just  wondering  what  kind  oi  a  total  farm  membership  we  have  here 
in  this  coalition. 

Mr.  Dechant.  Senator,  the  next  paragraplis  goes  on  to  say  tliat 
the  coalition  represents  a  majority  of  the  producers  in  this  Nation. 
If  I  were  to  toss  out  a  figure,  I  would  say  that  we  are  talking  about 
2  million  fanners.  The  com  producers  organization  has  members  from 
all  of  tlie  farm  organizations  including  the  Farm  Bureau,  I  would 
have  some  difficulty  getting  exact  figures  that  you  i-eqeust  because 
in  Senator  Young^  State,  North  Dakota,  the  Farm  Bureau  is  on 
record  as  favoring  the  coalition  farm  bill  and  opposed  to  the  phase- 
out  of  the  farm  programs.  Texas  is  another  case  in  point. 

Senator  Mili-er.  And  you  have  mixed  memberships,  I  know.  You 
have  people  that  join  two  or  three  organizations. 

Mr.  Dechant.  But  the  significant  thing  is  that  in  both  North 
Dakota  and  in  Texas,  the  Farm  Bureau  at  its  State  convention,  the 
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delegates  of  tlie  Farm  Bureau  at  their  State  conventions  voted  against 
the  concept  of  land  retirement  and  a  phase  out  of  farm  programs. 

Senator  Holl.\nd,  I  would  like  to  ask  a  question.  What  about  the 
National  Cattlemen's  Association,  are  they  a  part  of  the  coalition  i 

Mr.  Dechant,  No ;  they  are  not,  sir. 

Senator  Holland.  What  about  the  various  fruit  and  vegetable 
organizations,  are  thev  members  of  your  coalition  ? 

Mr.  Dechant.  I  don't  believe  so,  sir.  Excuse  me.  May  I  correct 
that? 

STATEMEBT  OP  REUBEN  L.  JOHNSON,  DIRECTOR.   LEGISLATIVE 
SERVICES,  NATIONAL  FARMERS  UNION 

Mr.  Johnson.  There  is  a  vegetable  association  on  Che  list.  It  is  the 
Vegetable  Growers  Association. 

Senator  Holland.  Weil,  the  big  one  of  course  is  the  U.S.  Fruit  and 
Vegetable  Association,  and  vou  say  that  is  not  a  member  of  your 
coalition? 

ilr.  Dechant.  The  Vegetable  Growers  Association  is  a  member  of 
the  coalitSon. 

Senator  Holland,  What  about  the  poultry  organizations,  are  they 
members  of  your  coalition  ? 

Mr.  Dechant.  No,  sir.  Not  directly.  There  are  poultry  producers 
that  belong  to  orcanizations  like  the  Grange  and  the  Fanners  Union 
that  nre  very  much  for  this  concept. 

.Senator  Holland.  What  about  the  two  large  cooperative  associa- 
tions, are  they  members  of  your  coalition?  There's  two  of  them  that 
are  nationwide. 

Mr.  Dechant.  What  two  do  you  referto,  Senator? 

Senator  Holland.  They  are  two  of  the  biggest  ones.  I  cant  remem- 
ber the  names  of  them. 

Senator  Dole,  Co-op  League  the  U.S.A.,  the  National  Federation 
of  Fanner  Cooperatives,  and  the  American  Institute  of  Cooperation, 
are  three  such  organizations. 

Mr.  Dechant.  The  National  Milk  Producers  Federation  is  a  mem- 
ber of  the  coalition,  and  it  is  of  course  one  of  the  largest  of  the  na- 
tional cooperatives  organizations. 

Senator  Hou^nd,  funderstand  that  the  milk  producers  are  a  mem- 
ber of  this,  but  I  dont  understand  that  the  two  biggest  cooperatii-e 
organizations  mentioned  by  Senator  Dole  are  members.  Maybe  I  am 
wrong.  Are  they  or  are  they  not  ? 

Mr.  Dechant.  No. 

Mr.  JdiiN'sON.  Tlioy  are  not  but  they  don't  usually  take  a  position 
in  regard  to  the  kind  of  Icjrislation  before  the  committee. 

Senat'>r  ITulland.  AVpH,  I  just  wanted  to  explore  what  is  meant  by 
tlip  rtatoment  of  Mr.  Dechant.  He  has  said  every  major  farm  organiza- 
riiin  in  the.  Nation  except  one  is  supporting  this  effort,  and  I  think 
file  Amoriciin  Cattlemen's  Association  is  one  of  tlie  very  largest  that 
wp  have.  I  think  Itoth  nf  these  large  national  coop  associations  are 
verv  large  and  lery  influential.  I  tliink  tliat  the  U.S.  Fruit  &  Vege- 
talilc  Association  is  also  very  large  and  very  influential.  And  we  ha\-e 
in  my  State  various  organizations  of  fniit  and  vegetable  growers 
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and  in  the  State  of  California  and  otherwise  that  I  am  sure  are  not 
membersof  this  coalition. 

The  point  I  nould  want  to  make  is  this,  that  I  think  you  are  right  in 
your  statement  if  you  limit  the  field  of  included  organizations  to  those 
who  are  interested  in  the  price  supported  directly  and  the  price  sup- 
ported commodities.  I  think  all  then  except  the  Farm  Bureau  are  prob- 
ably members  of  your  organization.  But  after  all,  mucli  more  than 
half  of  the  farm  production  o£  the  Nation  isn't  in  the  field  o£  produc- 
ing price  supported  commodities,  and  I  wouldn't  want  the  statement 
made  by  you  to  cover  more  than  it  does.  I  think  you  are  correct  in 
your  statement,  if  you  limit  it  to  those  who  are  directly  producing 
price  supported  commodities.  That  is  really  your  statement ;  is  it  not  ? 

Mr,  Dechaxt.  Well,  Senator,  when  I  was  referring  to  farm  organi- 
zations, major  farm  organizations  I  am  talking  about  general  farm 
organizations.  I  am  talking  about  the  Grange,  the  Farm  Bureau,  the 
Farmers  Union,  and  in  the  recent  years  the  addition  of  the  fourth  one, 
the  Xational  Farmei-s  Organization. 

Senator  IIoi-r^N^D.  I  understand  that. 

Jlr.  Deciiant.  These  are  general  organizations. 

Senator  Holland.  I  undei-stand  that  perfectly,  and  I  think  that 
your  statement  is  sound  wlien  it  is  understood  that  it  is  limited  to  or- 
ganizations of  that  type.  But  by  no  means  does  it  include  organizations 
which  represent  more  than  half  of  the  dollar  production  of  farm  prod- 
acts  in  the  country.  And  that  is  what  I  wanted  the  record  to  show. 

ilr.  Chairman,  I  am  called  to  the  floor,  if  I  may  be  excused. 

The  Chairman.  All  right. 

Proceed,  sir. 

Senator  Doij:.  Mr,  Chairman. 

Senator  Etj-ekdeb.  Yes,  sir. 

Senator  Dole.  At  this  point  it  might  be  well  if  Mr.  Dechant  would 
put  in  the  record  a  list  of  the  coalition  members.  Sometimes  we  get 
involved  in  farm  organization  politics  at  the  expense  of  the  farmer. 
I  note  from  your  list  of  organizations,  you  have  Webster  County 
Fanners  Organization;  you  have  two  or  three  State  organizations. 
Bather  than  discuss  numbers  from  22  to  26,  the  record  ought  to  show 
what  organizations  support  the  coalition  bill,  because  it  is  not  26 
general  fiirm  or^nizations.  One  is  countywide,  two  or  three  are  state- 
wide. After  having  served  on  the  Senate  and  House  Agriculture  Com- 
mittees for  about  9  years.  I  wonder  if  the  leaders  of  the  farm  groups 
sometimes  get  so  involved  in  their  own  farm  organization  politics  that 
they  forget  about  the  farmer.  And  I  think  it  would  be  helpful  to  have 
the  list  for  the  record. 

Mr.  Dechant,  By  all  means,  sir.  And  we  have  always  tried  to  lie 
very  clear  that  it  represents  the  majority  of  the  major  organizations^ 
all  of  them  but  one,  and  then  a  sizable  number  of  commodities  groups. 
We  do  have  a  list.  Currently  the  correct  number  is  24  organizations 
and  we  expect  the  coalition  to  continue  to  grow. 

Senator  Dole.  Right.  There  are  some  not  on  there. 

Mr.  Dechant.  Is  this  complete? 

Mr.  Johnson.  I  will  see  that  it  is  complete. 

Senator  Dole,  There  are  only  22  here. 

Senator  Ellender.  Well,  can  you  furnish  that  data  later  ? 
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Mr.  Dbchant.  Yes. 

The  Chairman.  So  that  it  will  be  put  in  the  permanent  record  at 
least? 

Mr.  Dechant,  Yes. 

Mr.  JoiiNsox.  Mr.  Chairman,  while  we  are  doing  this,  I  notice  that 
there  is  a  statement  that  the  coalition  has  adopted  on  the  bac^  of 
the  list,  and  I  wonder  if  we  could  put  tliis  statement  in  with  the  liat — 
at  the  same  time — of  the  coalition  ? 

The  Chairman.  Concerning  the  bills? 

Mr.  Joiixsox.  Yes,  concemmfr  the  bill. 

The  Ciiaikman.  Yes.  In  connection  with  his  testimony. 

Mr.  Johnson.  Yes. 

(The  list  follows:) 

Washisuton,  D.C,  Fpb.  20— The  Coalition  ot  Farm  Organizations,  strensth- 
ened  by  three  new  tneniber  oi^nnizations,  approved  portions  of  the  AdmlnistM- 
tion's  farm  proposal  and  reaffirmed  full  and  continuing  support  ot  tie  Coalition 
Farm  Bill  (S.  3008  and  H.R.  14014). 

John  Si'ott.  Master  of  the  Xnlional  Grange,  and  Chairman  of  the  meeting 
last  nipht  and  today  said  the  new  members  are  the  Trana-Pecos  Ootton  Associa- 
tion, the  IloUinir  I'lalnH  Cotton  Growers,  Inc.  and  the  National  Aesociation  ot 
Faniier.Klected  Committeemen, 

MemlHTs  of  the  Coalition  are  givinc  testimony  this  week  and  nest  week  btfore 
the  Senate  Acriculture  and  Forestry  Committee  in  support  of  the  Coalition  bllL 
The  bill — co-sponsored  by  more  than  50  Congressmen  and  Senators — prorldea 
l>ermanent  legisbition  to  improve  farm  inTOme:  by  establishing  "Consumer  Pro- 
tection Reserves"  of  wheat,  feed  grains,  soybeans  and  cotton,  by  Improving  price 
support  for  feed  grains,  adding  a  wheat  export  marketing  certificate,  and  extend- 
ing authority  for  federal  marketing  orders  to  all  commodities  subject  to  approval 
by  producers. 

The  coalition  espreiwed  Its  conditional  support  of  six  proposals  advanced  by 
tbe  Administration  In  a  bill  which  lias  not  yet  Iteen  introduced. 

These  were : 

1.  The  Administration's  "apparent  understanding"  of  the  need  for  a  com- 
modit.v-by-comui'>dIty  ajiproach  to  the  diversion  of  acres  for  supply  managemmt 
purposes,  and  the  need  to  retain  parity  as  a  basis  for  setting  price  sun^rtB. 
Hie  Coalition,  bowever,  called  on  Congress  to  set  price  support  floors  Id  new 
legislation. 

2.  Expansion  and  making  permanent  the  P.L.  480  program. 

3.  Provisions  in  the  proposed  budjfet  to  increase  funds  for  food  stamps,  school 
lunches,  child  nutrition,  and  iinprovemeiita  in  food  distribution.  The  Coalition 
said,  however,  that  the  Speeliil  Milk  Program  should  be  retained. 

4.  The  feature  of  the  Administration  proposal  that  would  provide  small  addi- 
tional payments  to  farmers  that  would  encourage  further  public  use  of  diverted 
acres  for  hunting,  trapping,  Qsliing  and  hiking. 

r>.  The  Administration's  goals  for  dcvelopnient  In  rural  America.  However,  the 
Coalition  aald  this  program  should  reci^nlze  that  improved  prices  lor  agricul- 
tural comniotlitles  to  increase  net  farm  Income  should  be  the  finst  step  In  sach 
a  prngram. 

fl.  The  Adniinistrntlon's  rerognition  of  the  need  to  extend  and  mafce  perma- 
nent the  Class  I  base  plan  for  milk. 

The  Coalition  elected  Mr.  Fred  Helnkel,  President,  Mldcontlnent  Farmers 
Aitsoclation.  permanent  Chalrmiin.  Mr.  ,Tohn  Scott,  Master,  National  Orange, 
was  ele<'ted  Vice  Chairman  and  Chairman  of  tlie  Washington-based  Steering 
Committee. 

A  eiirreiit  list  of  tlie  Coalition  follows : 
The  National  Grange,  ICIO  H  Street,  N.W.,  Washington,  D.C.  20006, 
National  Assn.  of  Wheat  Growers,  I03O-15th  Street,  N.W..  Washington,  D.C.  20006. 
National  Assn.  of  Wheat  nrowers.  1030-inth  Street,  N.W..  Washington,  D.C 

20005. 
National  Farmers  Organization.  Coming,  Iowa  DCIS4I. 
Mldcontlnent  Farmers  Assn.,  201  S.  Seventh  Street,  Colnmbla,  Mlssonrl  65201. 
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United  Grain  Farmers  of  America,  Oakland,  Illinois  61943. 

Katl.  Milii  Producers  Federation,  30  F  Street,  N.W.,  Wasblnston,  D.a  20001. 

Pore  illllc  ProdnctB  Cooperative,  Bos  350,  Fond  dn  Lac,  Wlaconsin  54935. 

North  C«r.  Peanut  Growers  Assn.,  P.O.  Box  409,  Rocky  Mount,  N.C.  27801. 

National  Bice  Growers  Assn.,  Flying  J  Rancli.  Kaitlan,  Iioulalana  70548. 

National  Potato  CouncU,  1  Jeffereoa  Plaza,  Suite  812,  Arlington,  Va.  22202. 

Virginia  Council  of  Farmer  Co-opa,  P.O.  Box  1034,  Richmond,  Virginia  23208. 

Grain  Sorghum  Producers  Asm.,  1212-14tli  Street,  Lubbock,  Texas  7M01. 

NatL  Corn  Growers  Assn.,  P.O.  Box  358,  Boone,  Iowa  50036. 

Western  Cotton  Growers  Asen..  P.O.  Box  512,  Fresno,  Oallf,  S670&. 

Xatl.  Wool  Growers  Assn.,  GOO  Crandall  Bldg.,  Salt  Lake  City.  Utai  84101. 

Sojbean  Growers  of  America,  Inc.,  Rt  #2,  La  Fontaine,  Indiana  4694a 

Va.  Peanut  Growers  Assn.,  Capron,  Virginia  23829. 

Peanut  Growers  Co-op.  Mktg.  Assn.,  Franklin,  Virginia  23851. 

Amer.  Rice  Growers  Co-op  Assn.,  Lake  Charles,  La.  70601. 

WeKster  Co.  tlarmera  Organ.,  Guide  Hock,  Nebraska  68!>42. 

Vegetable  Growers  Assn.,  226  Transportation  Bldg.,  17  &  H  Sts.,  N.W.,  Waali- 

ington,  D.C.  20006. 
Xo.  Dak.  Feeder  Livestock  Producers  Assn..  Aml>rose,  North  Dakota  58833. 
Farmers  Co-op.  Council  of  N.C,  P.O.  Box  H-1,  Greensboro,  No.  Oar.  27402. 
Xatl.  Ast^u.  of  Farmers-Elected  Committeemen,  Pinelawn  Newman,  Illinois  61942, 
Trans-Pecos  Cotton  Assn.,  1122  Meodowbrook,  Pecos.  Texas  79772. 
Rolling  Plains  Cotton  Growers,  Inc..  Box  1185.  Stanford.  Texas  79553. 

Senator  Young.  Could  I  ask  one  question  before  you  proceed? 

The  ('ii.\iRM.vN.  Suii*. 

Senator  Young.  Docs  your  membersliip  along  witli  the  other  gen- 
eral farm  organizations  and  commodity  group.i  produce  both  price- 
supported  and  non-price-supported  crops  ? 

XIr.  Dechant.  This  is  true. 

Senator  Yorxo.  Tlie  average  Farmers  T'nion  member  is  a  diversi- 
fied fanner? 

Mr.  Dechant.  Yes;  and  he  is  in  livestock  production  and  many  of 
our  producers  in  the  Farmers  Union  are  in  vegetable  producticm. 
This  is  particularly  true  in  States  like  Texas,  Colorado.  So  we  are 
involved  in  production  of  all  the  commodities  in  the  country,  as 
are  members  of  the  Grange  involved  in  practically  every  commodity. 

Senator  Miller.  Well,  the  NFO  is,  too,  is  it  not  ? 

Mr.  Dechant.  Yes.  But  I  dont  know  to  what  extent  that  they  are 
involved. 

Senator  MiiiER.  Well,  certainly,  involved  all  of  them,  in  the  Middle 
West. 

Mr.  Dechant.  Yes;  I  think  that  is  true.  Senator. 

The  Chairman.  Proceed. 

Sennf  or  McGovern.  Could  I  just  ask  one  question  ? 

Isn't  it  ft  fact  that  a  serious  effort  was  made  though  over  a  con- 
dderable  period  of  time  to  get  as  many  farm  organizations  as  possible 
together  so  that  we  would  avoid  this  problem  that  Senator  Dole  re- 
ferred to  of  each  organization  ^ing  off  in  a  different  direction?  My 
understanding  is  that  over  a  period  of  several  months  there  were  con- 
sultations and  a  serious  effort  made  to  find  language  that  as  many  farm 
organizations  as  possible  could  stand  on.  Is  that  not  the  case? 

Sir.  Dechant.  TTiia  is  tnie,  Senator.  The  master  of  the  National 
Grange,  ,Tohn  Scott,  called  a  meeting  about  a  year  ago  and  sent  out 
rather  extensive  int-itations,  and  at  the  first  meeting  or  two  all  of  the 
farm  organization  attended.  And  there  was  considerable  exploration  as 
to  what  the  situation  was  and  how  we  might  proceed.  So  it  started  out 
very  broadbased  and  it  did  involve  nearly  everyone. 
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Senator  McGovern.  I  think  it  is  significant  at  the  national  conven- 
tion that  the  farmer-elected  committeemen,  people  from  all  over  the 
counti'j-  representing  all  kinds  of  fann  organizations,  that  they  passed 
a  unanimous  resolution  endorsing  the  so-called  coalition  farm  bill. 
That  was  at  their  St.  Louis  meeting  a  couple  of  months  ago.  I  thought 
that  was  impoitant  because  every  part  of  the  country  was  represented, 
and  I  tliiiik  evei-y  farm  organization  in  the  country. 

Mr.  Dechant.  That  is  true. 

Senator  Dole.  Of  course,  ilr.  Chairman,  this  is  their  1965  bill.  TTiese 
same  people  supported  it  tnen.  We  are  now  down  to  2.8  million  farm- 
ers. About  a  million  of  whom  earn  less  than  $10,000  a  year;  about 
700,000  earn  between  $10,01X1  and  $20,000,  and  the  rest  in  excess  of 
^0,000, 1  certainly  am  sympathetic  with  the  general  program.  I  voted 
for  it.  But  aren't  there  some  ways  we  can  improve  it?  We  have  tried 
export  certificates  before.  They  were  rejected  by  the  last  administration 
and  I  assume  they  will  be  by  this  administration.  The  farmer  that  really 
is  in  tmuble  is  that  man  m  the  middle,  tJie  $10,000  to  $20,000  a  year 
man  who  is  suffering  from  inflation  as  everyone  else  is.  After  reading 
your  .statement  and  noting  the  four  areas  where  you  feei  changes 
sliould  be  made,  I  am  generally  in  accord  with  what  yon  suggest,  if  we 
can  work  it  out  some  way. 

Mr.  Dechant.  Well,  Senator  Dole,  I  think  the  key  in  it  is  that  if 
we  had  a  permanent  program,  if  we  had  some  permanent  legislation, 
then  we  could  devote  some  time  to  improving,  rather  than  having  to 
come  back  to  the  Congress  every  year  or  two  to  try  to  work  out  some- 
thing. A  permanent  program  would  be  very  helpful.  And,  of  course. 
one  of  the  key  items  of  the  coalition  farm  approa<:h  is  to  extend  the 
legislation  we  have  on  the  books  permanently,  put  it  on  a  permanent 
basis  and  to  make  some  improvements  now,  and  then  hopefiiUy  in  the 
months  and  immediate  years  ahead  we  could  devote  our  energy  and 
our  time  and  effort  to  improving  the  bill  as  we  went  along. 

Senator  Mii.r.F.u,  Would  you  yield  at  that  point  ? 

You  recognize  that  there  is  need  for  improvement  in  what  we  have 
now.  and  that,  as  you  state,  we  are  interested  in  probable  results,  and 
by  that  you  recognize,  and  I  think  it  is  a  reasonable  recognition,  that 
whatever  we  seek  to  improve  might  not  turn  out  to  meet  the  objectives 
we  hope  to  attain  so  we  may  have  to  amend  this  from  time  to  time.  But 
you  don't  want  to  have  that  sword  of  Damocles  hanging  over  the 
farmer  if  the  Congress  gets  bogged  down  over  farm  le^^ation  and 
cant  agree  that  we  are  not  going  to  have  a  fairly  substantial  farm  pro- 
gram to  fall  back  on  if  the  present  act  shouldn't  be  achieved.  Isn't 
uiat  really  what  you  are  getting  at  ? 

Mr.  Deciiaxt,  I  would  say  that  is  correct,  yes,  if  the  program  im- 
proved farm  prices  and  income. 

Senator  MiLUJt.  Fine. 

The  Chairman.  Proceed. 

Mr.  Dechant.  The  coalition  of  24  general  farm  and  commodity  or- 
ganizations, representing  a  majority  of  the  Nation's  farmers  has  drawn 
upon  the  grassroots  experionre  nf  its  lucnibers  to  develop  the  coalition 
farm  bill.  Our  members — doing  business  under  the  pressure  of  Amer- 
ica's diverse  and  competitive  economy,  and  imder  the  exiting  farm 
program — have  the  only  real  evidence  available  pointing  to  what  is 
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needed  to  protect  rural  America.  What  we  propose  is  consistent  with 
all  that  WB  know  is  good  for  America. 

Our  agriculture  program  has  sought  to  establish  a  framework  under 
which  farmers  could  match  their  production  to  the  needs  of  the  Na- 
tion. This  program  recognizes  that  agriculture  is  not  a  single  entity, 
but  many  businesses  producing  a  variety  of  commodities,  each  with  its 
own  growing  cycle,  each  requiring  special  techniques  and  resources  to 
produce,  and  each  with  its  own  marketing  system. 

jVn  important  feature  of  the  program,  of  course,  haa  been  price 
protection — provided  through  loans,  outright  purchases  and  in  some 
instances,  marketing  arrangements  that  help  achieve  fair  prices 
through  negotiation,  consultation  and  consideration  of  the  pubfic  in- 
terest. Anoflier  example  of  price  protection  is  the  65-percent-of-parity 
price  minimum  under  cotton — provided  in  the  excellent  amendment 
that  was  authored  by  the  chairman  of  tliis  committee. 

The  fact  is  that  assistance  and  protection  levels  should  be  raised 
to  offset  the  increases  in  operating  costs.  Total  farm  expenses  rose 
about  6  percent  in  1969,  and  predictions  are  that  they  wQl  continue 
to  surge  upward  in  1970. 

It  is  suggested  that  supply  management  programs  are  unnecessary 
because  the  market  itself  can  do  the  job.  Low  prices,  it  is  said,  will 
discourage  production.  High  prices  will  encourage  production. 

I  ask :  Is  there  a  single  piece  of  evidence  that  the  market  is  an  efficient 
regulator  of  production ! 

It  is  suggested  that  price  protection  is  unnecessary,  and  even  costly 
to  farmers  Because  it  limits  their  markets. 

Again  I  ask :  Is  there  a  single  instance  when  the  market  for  an  agri- 
cultural product  has  been  increased  enough  to  improve  farm  prosperity 
when  the  price  dropped  as  a  result  of  overproduction  ? 

It  is  suggested  that  there  should  be  no  commodity-by-commodity 
limitations  on  a  farmer's  production  plans  because  he  should  be  able  to 
switch  to  other  crops  when  the  market  is  more  favorable, 

I  ask :  Is  there  a  single  example  when  farmers  have  been  able  to  reap 
prosperity  by  shifting  quickly  to  a  new  crop  S  One  example  may  occur 
to  you — soybeans.  But  let  me  point  out  that  the  development  of  soy- 
beans as  a  major  agricultural  commodity  in  America  has  taken  more 
than  25  years.  The  reason  is  quite  simple.  A  market  does  not  come  into 
existence  out  of  thin  air.  A  market  for  an  agricultural  commodity  is 
built  over  a  period  of  years  through  an  orderiy  increase  in  producficai 
and  the  development  of  uses. 

Senator  Mn.i,F.R.  Would  you  yield  at  that  point? 

Don't  you  think  it  is  feasible,  however,  on  the  basis  of  market  fore- 
casts for  farmers  to  expand  or  contract  their  production  of  certain 
crops?  We  have,  I  know  with  a  certain  amount  of  error,  but  we  have 
had  pretty  good  market  forecasting  sevice  tiirough  our  Department  of 
Agriculture  down  through  the  years.  It  seems  to  me  that  some  farmers 
for  quite  some  time,  not  only  in  crops  but  in  livestock  have  based  their 
operations  on  these  market  forecasts.  Right  now  there  are  hog  pro- 
ducers out  in  Iowa  who  have  got  their  plans  laid  out  on  the  basis  of 
market  forecasts,  and  I  thought  this  had  oeen  going  on  for  quite  some- 
time. Isn't  that  a  feasible  thing  to  do,  the  same  way,  in  soybeans 
and 
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Mr.  Dechant.  Senator,  a  good  case  in  point  is  soybeans  this  last 
year.  And  your  State  is  a  tremendous  producer  of  soybeans.  But  the 
liepartment  of  Agriculture  folt  that  there  were  going  to  be  too  many 
soyoeans,  that  the  supply  was  going  to  be  too  large.  Therefore,  they 
reduced  the  support  price  from  $2.50  to  $2.25,  and  th«i  because  of 
shifts  in  the  grade  and  the  quality  it  went  down  actually  30  to  31  cents. 
This  was  supposed  to  reduce  supply.  Producers  of  soybeans  were  sup- 
posed to  take  a  look  at  the  lower  support  price  and  say  we  cant  pro- 
duce at  that  kind  of  price.  That  didn't  happen.  The  result  was  that  it 
cost  the  American  producer  some  $300  miirion,  and  it  did  not  reduce 
supply.  In  fact,  the  supply  of  soybeans  in  1  i)fi9  exceeded  tliat  of  1968. 

Senator  MiLLh:it.  It  was  my  understanding  on  that  point  that  at 
the  time  the  prir«  supiH)rts  were  reduced,  crops  had  been  pretty  well 
planted,  and  so  it  was  a  little  bit  too  late  then.  And  further,  it  was  my 
understanding  that  the  primary  purpose  of  reduction  of  price  sup- 
ports was  to  improve  our  overseas  markets  l>ecause  of  the  competition 
that  we  were  meeting  fi-om  other  countries  not  just  in  soyb^ns  but 
in  other  types  of  oil-bearing  seeds,  but  I  dont  want  to  grt.  involved 
in  that  particular  thing. 

I  was  just  out  in  Iowa  this  last  week  talking  to  some  hog  producers 
itnd  they  had  been  getting  forecasts  through  the  extension  ser\'ice  of 
the  Dei)art.ment  of  Agriculture  on  hog  population,  and  they  are  basing 
their  pi-oduction  on  these  market  foi-ecasts,  and  I  tliougnt  that  this 
had  been  going  on  for  quite  sometime.  It  seems  to  me  tliat  with  the 
type  of  service  the  Department  of  Agriculture  has  been  rendering  for 
quite  sometime  that  a  good  many  fanners  Ciin  plan  ahead  on  the  Da.<tis 
of  these  market  forecasts,  and  they  can  see  trends,  and  they  like  to 
follow  on  those  trends. 

So  I  thouglit  we  had  l>cen  <loing  this  for  quite  awhile. 
Mr.  Deciiant.  Well,  Senator,  the  concept  is  verj'  fine  and  you  make 
a  good  point.  But  I  don't  think  the  farmers  of  this  Nation  are  yet 
remiy  to  go  on  that  kind  of  a  pi-ogram.  There  is  an  old  rule  of  thumb 
that  siiys  "every  farmer  is  in  favor  of  cutting  back  pi-orided  the  other 
guy  does  it."  In  a  situation  where  one  State's — let  s  say,  Iowa — pro- 
ducers might  decide  to  cut  back  on  hog  production  and  the  producers 
of  another  State  take  advantage  of  the  situation  and  raise  more  hogs. 
Senator  Md-ler.  I  recognize  that.  My  only  point  is  that  they  are 
doing  this.  They  are  certainly  doing  it  in  livestock  and  certainly  some- 
times you  have  overproduction  and  the  price  slides  back,  but  they 
seem  to  like  it  that  way.  That  seems  to  be  the  temper  of  the  hog  and 
the  cattle  producer.  And  my  point  is  that  this  is  Iwing  done. 
Mr.  Johnson.  Senator. 
Senator  Miller.  Yes. 

Mr.  Johnson.  If  tlie  crop  foiwnwts  and  the  market  information 
were  as  reliable  as  you  seem  to  indicate  they  may  be,  there  wouldn't 
be  any  need  for  a  farmer  to  farm.  He  could  go  up  and  sit  down  at  the 
Commodity  P'xohang©  in  Chic-ngo  and  get  rich  there. 

Senator  Mii.i.ek.  I  am  not  suggesting  that  it  is  that  accurate.  I  am 
sugge.sting  that  it  is  accurate  enough  so  tliat  fanners  are  doing  this 
and  they  have  been  doing  it  for  quite  a  number  of  years. 

ITie  CirAiRMAN,  That  is  i  f  they  conkl  work  together,  Senator  Miller, 
I  pre.siime  they  might  reach  aconclusion,  but  the  fanner  here  who 
<-uts  l)ets  that  the  other  fellow — 
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Senator  Young.  Mr.  Chairman,  if  I  could  interrupt  tJiere,  I  think 
there  is  a  great  difference  between  livestock  and  perishable  commodi- 
ties and  field  crops.  Fanners  will  cut  down  on  hog  piYMluction,  cattle 
production,  and  fruits  and  vegetables  in  response  to  price  declines.  He 
can  easily  do  it.  Xow,  in  my  area,  you  can  raise  hogs  or  not  raise  hogs 
depending  on  the  price,  but  you  very  rarely  ever  see  a  farmer  leave 
land  lay  idle  because  the  price  is  poor.  He  will  shift  from  one  crop 
to  the  other,  whichever  he  thinks  is  the  most  profitable.  But  fanners 
just  don't  leave  land  lay  idle. 

Another  problem  is  that  most  grains  are  easily  stored.  Excess  pro- 
duction can  be  stored  for  long  |>eriods  and  has  a  price  depresang 
effect.  In  the  case  of  perishable  commodities,  excess  production  either 
clears  the  market  or  is  disposed  of  in  some  other  way  in  a  short  time. 
This  allows  normal  price  adjustment. 

Mr,  Dechant.  And  the  main  reason  for  that  is  that  the  farmer  has 
not  shtH^  in  the  general  prosperity  of  this  Nation  and  so  it  is  a 
constant  scraping  to  get  more  income  and  he  tends  to  produce  every- 
thing he  can  in  the  absence  of  a  supply-management  program. 

Senator  Yoonq.  In  hogs,  for  esam^e,  you  don't  have  too  expensive 
an  outlay  for  yards  and  equipment.  If  you  have  expensive  cropland 
laying  idle,  jxju  carmot  afford  it. 

Senator  Miller.  Well,  I  don't  want  to  prolong  this,  but  as  you  know, 
the  Secrrtary  of  Agriculture  has  come  out  wifli  the  proposition  that 
formers  should  be  given  more  freedom  to  plant  the  kind  of  crops  they 
want  to  on  their  crop  acreage,  and  if  a  fanner  who  normally  would 
have  to  plant  com  wants  to  plant  soybeans  or  wants  to  plant  wheat  or 
plant  com  for  soybeans,  he  has  ^ot  that  option  under  the  Secretary's 
concept.  And  it  seemed  to  me  this  had  a  lot  of  merit.  And  within  that 
contention  I  would  hope  you  would  recognize  that  there  can  be  some 
meritorious  features  that  would  enable  a  farmer  to — I  am  not  talking 
about  retired  acreage  and  leave  it  lie  fallow,  but  I  am  talking  about 
screage  he  can  plant  on — ^switch  to  more  praductiv©  crops  depending 
upon  these  market  forecasts. 

Mr.  Dechant.  What  frightens  me  some  there,  Senator  Miller,  is  the 

Erice  supports  would  be  at  zero  to  90  percent  of  parity  as  determined 
y  the  Secretary,  based  on  exportability.  The  fanners'  ability  to  shift 
to  another  comnK)dity  doesn't  mean  much  if  the  price  support  is  based 
on  zero  to  90. 
Senator  Elleneb.  Off  the  record. 
(Discussion  off  the  record.) 

The  Chadiman.  The  committee  will  stand  in  recess  until  2  o'doct 
(Whereupon,  at  12:20  p.m.,  the  ooniinittee  recessed,  to  reconvene  at 
2  p.m.,  this  date.) 

AFTERNOON  SESSION 

The  Chairman.  The  committee  will  come  to  order. 

I  am  sure  that  other  members  will  walk  in  soon.  We  are  about  to  have 
a  vote  on  the  Senate  floor,  and  I  presume  that  is  retarding  some  of  them. 

You  were  on  page  4,  I  think,  of  your  statement. 

Mr,  Dechant.  Yes. 

The  Chairman.  Will  you  proceed,  sir  ? 

Mr,  Dechant.  It  is  suggested  that  there  should  be  no  commodity- 
by-commodity  limitations  on  a  fanner's  production  plans  because  he 
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should  be  able  to  switch  to  other  crops  when  the  market  is  more  f«T- 
oi^ble. 

I  ask :  Is  there  a  single  example  when  fanners  have  been  able  to  reap 
prosperity  by  shifting  quickly  to  a  new  crop?  One  example  may  occur 
to  you — soybeans.  But  let  me  point  but  that  the  development  of  soy- 
beans as  a  major  agricultural  commodity  in  America  has  taken  more 
than  25  years.  The  reason  is  quit«  sinvple.  A  market  does  not  come  into 
existence  out  of  thin  air.  A  market  for  an  agricultural  commodity  is 
built  over  a  period  of  years  through  an  orderly  increase  in  production 
and  the  development  of  uses. 

It  is  now  said  that  price  minimums — established  through  loans,  pur- 
chases, and  payments — should  be  set  below  levels  that  would  "encour- 
age" exports. 

We  are  shocked  that  it  is  being  seriously  suggested  that  American 
faimers  must  be  placed  in  direct  competition  to  the  poorest  nations 
of  the  world. 

I  a^ :  What  would  be  tlie  reaction  of  American  workers  if  they  were 
told  their  wages  must  match  those  of  the  most  exploited  peoples  of 
the  world?  What  would  American  manufacturers  say  if  they  were 
asked  to  produce  for  prices  that  would  fit  the  pocketbooks  of  people  in 
the  most  backward  nations  ? 

I  hnve  not  tried  to  answer  all  of  the  criticisms  that  have  heea  made 
of  uur  Nation's  farm  program.  Frankly,  I  do  not  believe  the  logic  of 
most  farm  program  critics  will  be  found  acceptable.  The  most  alarm- 
inp  possibility,  however,  is  that  they  may  muddy  the  water  so  deeply 
that  efforts  to  extend  and  improve  tlie  program  may  fail. 

Our  testimony  today  will  concentrate  on  the  improvements  we  rec- 
ommend. I  have  with  me  a  number  of  my  associates — members  of  the 
board  of  directors  of  the  Farmers  Union  and  presidents  of  State 
farmers  unions — who  will  assist  in  the  presentation  of  our  testimony. 
However,  before  presenting  them  to  the  committee,  we  would  like 
briefly  to  answer  the  question :  What  kind  of  programs  would  be 
available  to  farmers  in  the  absence  of  legislative  action  for  the  1971 
crop  and  beyond  ? 

As  you  know,  of  course,  we  would  return  those  elements  of  our  agri- 
cultural policy  tliat  were  in  effect  prior  to  1965,  Tiie  Secretary  of  Ag- 
riculture would  determine  whether  the  supply  of  wheat  is  excessive, 
and  if  he  found  it  to  be  so,  this  would  set  in  motion  a  marketin*^  quota 
program,  subje<^t  to  grower  referendum.  Under  the  feed  grains  pro- 
grain,  there  would  be  no  diversion  or  direct  price  support  payments. 
For  cotton,  the  responsibility  of  the  Secretarr  would  be  similar  to  that 
for  wheat,  subject  to  some  minimums  established  by  the  law. 

In  all  ca.se-s,  including  that  for  wool,  however,  the  Secretary  would 
have  broad  latitude  in  establishing  price  protection  programs — but 
less  authority  to  deal  witli  overproduction.  The  old  law  is  sineularly 
long  on  responsibility  for  the  Secretary  of  Agriculture,  but  it  is  ^lort 
on  the  leverage  required  to  fulfill  that  responsibility.  The  Secretary's 
job  is  difiicult  enough,  because  he  is  beset  on  all  sides  by  political 
forces  that  seem  willing  to  reduce  American  farmers  to  serfdonL  He 
does  not  want  this,  of  course.  America — with  its  cities  already  too  full, 
and  consumers  dependent  on  agriculture  for  plentiful  food  and  fiber — 
would  not  tolerate  it. 
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With  the  recommendations  that  my  associates  will  make  to  the 
committee,  we  believe  the  Food  and  Agriculture  Act  will  better  serve 
farm  families  and  will  be  a  step  toward  correcting  the  inequities  be- 
tween agriculture  and  other  sectors  of  our  economy. 

Mr.  Chairman,  I  am  available  for  any  questions  that  the  commk- 
tee  may  have.  And  if  there  are  none,  I  would  like  to  present  the  presi- 
dent of  our  North  Dakota  Farmers  Union  who  will  discuss  the  wheat 
provision  of  Senate  3068.    Mr.  Smith? 

The  Chairman.  You  may  proceed,  Mr.  Smith. 

STATEKEBT  OF  £.  W.  SMITH,  CHAIBJIAN,  EXECUTIVE  COUHITTEE, 
KATIOKAL  FABJIEBS  UNIOIT,  ASD  FSESTDElTr,  NORTH  DAKOTA 
FAHHEBS  union,  JAHESTOWn,  Jt.  DAH. 

Mr.  Smith.  Mr,  Chairman  and  members  of  the  committee,  there  are 
some  major  differences  between  the  Farmers  Union's  policy  on  wheat 
and  the  recommendations  of  our  farmer  coalition  committee,  and  in 
3  coalition  you  always  sort  of  ^id  up  with  the  lowest  conunon  denomi- 
aator.  But  aince  this  24  member — as  of  February  19,  27  organiza- 
tions— organization  committee  did  agree  on  improving  amendments 
to  the  wheat  program,  I  shall  limit  my  remarks  to  setting  forth  the 
recommendations  of  thecoalition  committee. 

Mr.  Chairman,  I  would  like  to  commend  you  on  your  January  27 
speech  on  the  floor  of  the  Senate  in  which  you  did  articulate  wwl,  I 
thought,  the  position  of  agriculture  and  its  relation  to  the  rest  of  out 
economy. 

The  group  has  called  for  the  following  changes  in  the  present  wheat 
program: 

1.  An  export  certificate.  Wheat  accompanied  by  export  certificate 
to  be  supported  at  between  65  percent,  which  is  $1.81,  and  90  l»ercent, 
which  is  $2.51  of  parity. 

2,  National  average  support  price  loan  value  of  $1,25  per  bushel 
at  harvest  time  rather  than  at  loan  maturity  time. 

3,  No  reduction  of  projected  yield  for  any  farm  by  over  5  percent  of 
the  preceding  year  by  reason  of  natural  disinter. 

4.  Payment  of  at  least  50  percent  of  value  of  domestic  and  export 
marketing  certificates  at  time  of  program  signup. 

There  are  no  proposed  changes  in  the  domestic  certificate,  the  sub- 
stitution clause,  the  overseeding  privilege  or  any  other  of  the  1965 
Farm  Act  provisions  pertaining  to  wheat. 

In  way  of  explanation  and  justification  for  these  four  proposed 
changes,!  will  comment  briefly : 

1.  Export  Certificate: 

Despite  desirable  features  of  the  wheat  portion  of  the  1965  Farm  Act, 
the  commercial  wheat  farm  economy  is  deteriorating  rapidly.  The 
domestic  certificate  assuring  100  percent  of  pariety  on  domestically 
consumed  wheat  has  been  an  important  bulwark  against  the  cost-price 
squeeze  the  fanner  is  sutfering.  However,  even  the  domestic  certificate 
has  been  unable  to  hold  wheat  returns  at  a  survival  level.  In  the  3  years 

ice  the  certificates  program  went  into  effect,  the  blend  price  for 

mpliers  (national  average  market  price  per  bushel  plus  returns  for 
certificates)  has  been:  in  1966,  $2.22;  in  1967,  $1.87;  in  1968,  down  to 
,  IL79. 
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111  addition  to  this  disastrous  drop  in  blend  prices,  the  wheat  iaxmet 
has  had  his  allotment  cut  32  i)crcent  and  has  seen  his  input  costs  raised 
by  ISpeirent. 

Senator  Curtis.  May  I  interrupt  riglit  tliere  ?  You  cited  tliose  prices 
for  li>66,  l!J(i7,  autUSfiti.  During  that  i>eriod  the  law  did  not  cltojige,  did 
it^ 

Mr.  Smith.  The  blend  percentage 

Senator  Cuirris.  Xo,  but  I  mean  the  basic  law  that  you  were  oi)erat- 
ing  under. 

ilr.  Smith.  No. 

Senator  Cihtis,  There  was  no  change  in  that  ? 

Jlr.  Smith.  Basically  no  changes  in  that. 

Senator  Ciirns.  There  was  no  action  of  the  Congress. 

Mr.  Smith.  That  is  right. 

Senator  Curtis.  What  did  bring  it  down  ? 

Mr.  Smith.  The  production  capacity  of  the  farmer  and  the  per- 
centage of  the  use  domestically  and  foreign  made  the  changes,  the  drop 
in  the  foreign  shipments. 

Senator  CirRns.  Tlie  drop  in  foreign  shipments.  Was  tliat  in  any 
way  affected  by  our  transportation  difficulties  ? 

Mr.  Smitii.  AVell,  I  think  they  would  add  something  to  it,  ^r, 
certainly. 

Senator  Ciirris.  Tlie  boxcar  and  the  dock  strike  ? 

Mr.  Smtiu.  I  do  not  believe  so. 

Reuben,  would  you  think  tliere  were 

Senator  Curtis.  I  will  not  say  the  result  of  it. 

Mr.  JoirNeoN,  Well,  actnally,  the  percentage  of  the  crop  on  which 
the  Secretary  makes  available  a  domestic  certificate  is  a  determination 
that  is  left  up  to  him.  Aiid  I  believe  in  1969  that  was  43  percent  of  the 
crop.  I  cannot  recall  what  it  was  for  those  years  of  1967, 1968,  and  1966, 
But  obviously  there  must  have  been  some  difference  in  the  provisions  of 
the  program. 

The  Chairman.  Is  it  not  a  fact  that  one  of  the  main  reasons  for 
this  change  is  that — I  think  there  was  a  miscalculation  as  to  wwld 
production  3  years  ago,  and  as  a  result  of  that  miscalculation  tlw 
acreage  was  increased  considerably,  and  it  turned  out  later  that  the 
world  pKKluction  of  wheat  was  mucli,  much  greater  than  what  the 
Department  anticijiated,  and  that  is  what  caused  this  drop. 

Senator  (^i^rtis.  The  acreage  was  increased  in  1966. 

The  CiiAiRsiAN.  Yes. 

Senator  B>xlmon.  Mr,  Chairman,  there  is  another  factor,  and  tliat 
is  (hat  up  until  196fi  we  had  not  had  the  wheat  certificate  pi-ograui 
so  that  the  elevator  price  was  substantially  higher  than  it  was  before 
it  went  info  effect,  so  ]>art  of  the  1966  year  was  marketed  under  the 
old  progiam.  .\s  scxm  as  the  certificates  went  in,  the  elevator  price 
for  wlieat  went  down  by  about 

The  Chairman,  T  think  it  was  in  the  1965  act,  the,  the  certificates 

Senator  Dole.  liut  in  1906  the  market  price  in  Kansas  was  still 
around  $1.70  per  bushel. 

Mr.  Johnson.  I  think  that  accounts  for  the  $2.20  and  the  $1.87, 
The  market  price  was  higher. 

Senator  Dole,  Everybody  was  waiting  for  it  to  go  to  $2,  and  thej- 
are  still  waiting. 
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The  Chairmax,  Rifrht.  And  we  also  Iiad — before  the  1965  act  we- 
lad  an  act  that  we  passed  and  renewed  it  from  year  to  year  until 
re  sot  to  pass  tlie  1965  act.  So  there  was  no  pi"otectiou  there,  ahnost 
a  the  same  manner  as  you  had  in  the  1965  act. 

Senator  Dou:.  Mr,  Cliaimian,  the  figures  reflect  the  drop  in  market 
•rices  more  than  anything.  The  situation  in  Kansas  in  1966,  1967, 
nd  1968  didn't  have  any  bearing  on  the  certilicates — in  1966-67  it 
ras  an  average  price  of  $1.63;  in  the  1967-68  year,  SLSg;  and  in 
968-69,  $1.24. 

Tlie  CiiAiRMAx.  Well,  that  was  partly  due  to  the  large  amount  of 
vheat  we  had  on  hand  before  that. 

Senator  Dole.  Right. 

The  Chairman-.  AVe  had  produced  just  about  what  the  domestic 
ind  foreign  markets  would  take  in.  And  then  by  the  increase  of  acre- 
ipe  and  better  crops  all  over  the  world,  why  that  changed  the  picture. 

Senator  Dole,  But  we  are  back  up  now  to  almost  where  we  were 
n  1961  as  far  as  carryover.  It  was  about  1.1  billion  then,  and  now 
s-e  are  about  to  900  million,  so  I  do  not  know  whether  we  have  made 
my  headway  or  not.  The  fanner  has  not. 

Mr.  SsoTii,  Ijarge  wheat  stocks  throughout  the  world  have  dei)ressed 
>rices  to  or  below  loan  level,  Eelief  is  desperately  needed. 

Senator  Curtis.  I  do  not  want  to  delay  it  too  long,  but  we  have 
lever  been  successful  in  any  international  agreement  to  get  foreign 
■ountries  to  take  part  of  their  acreage  cut.  It  has  always  fallen  on  tlie 
Vmerican  farmer. 

If  there  was  too  much  wheat  in  the  world,  the  American  wheat  pro- 
locer  had  his  acreage  cut.  But  we  have  never  been  successful  in  any 
agreement  or  negotiations  of  any  kind  to  get  that  spread  around. 

Mr,  Dechant,  Well,  Senator,  I  think  the  record  would  show,  how- 
ver,  the  Canadian  farmers  certainly  have  a  form  of  supply  manage- 
neait  I  think  some  progress  has  been  made  this  last  year  witn  the  Aus- 
rsliajis.  I  took  occasion  in  November  at  a  meeting  of  the  International 
j'ederation  of  Agricultural  Producers  in  Tokyo  to  quite  explicitly  tell 
inr  member  countries — there  are  32  countries  involved — tell  the  farm 
o^anizationg  of  these  countries  that  they,  too,  have  to  face  up  to  doing 
omething  about  supply  management,  that  they  cannot  expect  the 
^erican  farmer  to  carry  this  burden  alone.  But  Canadians  have  a 
orm  of  supply  management. 

Senator  Bellmon,  Theirs  is  not  supply  management.  Theirs  is  a 
oarket 

Mr.  Johnson.  They  cannot  market  it. 

Mr.  Dechant,  I  said  it  was  a  form  of  management. 

The  Chairman.  But  they  have  no  proOTam  there. 

Mr.  Dechant.  They  have  no  program  like  ours. 

ITie  Chairman.  That  is  right. 

Since  we  have  mentioned  the  price  support  and  the  season  average 
)rices  for  the  years  1966,  1967,  and  1968,  I  would  like  to  put  in  the 
■ecord  at  this  point,  "The  Wheat  Situation,"  a  document  that  was 
jrinted  by  the  Department  in  February  1970.  I  will  ask  that  that  be 
placed  in  the  record  as  well  as  the  projected  price  for  1969  so  we  will 
iftvethe  whole  picture. 
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(The  table  is  as  follows :) 

WHEAT  PRICE  SUPPORT  AND  PRICES  RECEIVED 

Vorbtiiniiiiiluljr 
Item  IW^'  19U  mj 

Oollin  parbiuhil 

rlc(  uipnit: 

NatiKiilaMraiiloinritg I.ZS  l.Zi  i.2i 

A«rii«e»rtiliu»P«)rtMnl .SO  .59  .« 

moil  iMfaie  priu  cKMvad: 

Sy  MiUMiticipinli 1.39  1.63  1.19 

By  proinm  piftidptnti I.BS  Z.Z2  1.B7 

WHEAT  SUPPLY  AND  DISTRISUTION 

IMillisn  buiKalil 

'"iiiniiliii  urrrover M3.8  S3S.Z  425.0 

PiftucBon - 1,«1.9         1.311.7         l,Sa.4         I, 

Importii. 

Total  luraly.. . 

laiHc  diui 
Food'... 
SB«d.... 

liKHlllry 

Fgail([*il(lull)< 

On  l»imt  white  (roim 

Tdhl _ 

Availabit  Isr  tipvit  and  caityovar... 

Caimnireiili,  indudlnt  Hrter. . 

Total  doapptaranca 

£»diiU  cariTOyot..- - K7.1  42S.0  S39.4 

PiiHtaiyowi»d-"fiio" (1M.S>         (223.7)         (ilfi.i) 


l,Ht.S 

1.941.3 

2,  lie. 7 

i,ni 

■St! 

98!  1 
(26. 1) 

(42!  9) 

'it! 

'At,.. 

£79.3 

HT.8 

7H.0 

1.3«.S 

(43S.S) 

(3G6.9) 

'■tit:! 

'•S! 

1,423.6 

l,4(ll.t 

1.2S1I 

l,3iS 

Band  U.S.  tarrilsriiB,  and  bytlio  militiiy  both  at  hoina  aodabiaad. 


The  Chairman.  You  may  proceed,  sir. 

Mr.  Smith.  All  right. 

We  are  requesting,  tlierefore,  an  export  certificate  which  would,  in 
effect,  mnke  a  three-price  program  for  wheat. 

Using  this  year's  parity  price  and  also  this  year's  domestic  certificate 
percentages,  a  complying  farmer  would  receive :  Domestic,  $2.79  per 
bushel  for  43  percent  of  his  normal  yield ;  export,  $1.81  per  bushel  for 
40  percent  of  his  normal  yield;  noncertificated,  $1.25  per  bushel  for 
17  percent  of  his  normal  yield — if  minimum  66  percent  of  parity  was 
used. 

Tlie  blend  price  to  farmers  wonkl  bo  $2.15  per  bushel  for  the  normal 
yield  on  allotted  acres. 

Second.  National  average  support  price  loan  value  of  $1.25  per 
bushel  at  harvest  time  ratlier  than  at  loan  maturity  time. 

It  is  now  the  practice  to  subtract  10  cents  per  bushel  storage  cost  from 
the  support  loan  price  if  the  wheat  is  in  commercial  storage.  We  urge 
that  the  full  loan  rate  be  paid  when  the  wheat  is  put  into  storage  ti 
harvest  time  and  then  make  the  farmer  responsible  for  paying  his  own 
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storage  liability  when  his  wheat  is  either  sold  or  turned  over  to  the 
Commodity  Credit  Corp.  This  would  have  the  effect  of  setting  the 
market  price  floor,  which  is  dependent  on  the  loan  level,  10  cents 
higher  at  harvest  time. 

Senator  Cuktis.  I  apologize  for  interrupting.  I  nm  interested  in 
that  point  there,  and  I  think  it  would  raise  the  price  at  harvest  time, 
but  1  wonder  will  it  create  individual  hardship  if  the  Commodity 
Credit  Corp.  has  to  take  over  the  wheat  and  at  that  time  the  farmer 
has  to  raise  the  money  for  the  storage  ? 

Mr.  Smith.  Well,  in  some  cases  I  would  suspect  this  is  true.  It  is 
like  managing  money  with  any  other  group  of  people;  some  of  them 
will  have  problems  and  some  will  not.  However,  my  personal  experi- 
ence is  that  these  farmers  generally  have  an  overrun  m  the  grain  and 
are  able  then  to  pay  off  the  loan  charge. 

Senator  Curtis.  I  see. 

The  Chairman.  Let  me  ask  you  this  question. 

What  bothers  me  here  is  simply  this.  Here  you  are  more  or  lesa 
fixing  the  price  of  wheat,  giving  to  all  producers  a  guarantee  of  so 
much  per  bushel.  Do  you  not  think  that  that  would  encourage  large 
producers  to  plant  without  complying  with  the  act  ?  In  other  words, 
as  you  know,  tnis  is  a  voluntary  program. 

Mr.  Smtfh.  Yes. 

The  Chairman-.  There  is  no  way  it  is  controlled.  And  if  you  fix  the 
price  high  enough,  why  the  larger  wheat  growers  will  doubtless  plant 
all  they  can  and  not  get  into  the  program.  And  I  am  just  wondering 
what  effect  that  will  have  on  the  wheat  that  will  be  produced  over  and 
above  what  we  can  use. 

Mr.  Johnson.  Senator,  actually,  this  change  that  we  just  referred 
to  here  giving  a  fanner  10  cents  more  a  bushel  at  harvest  time  would 
only  be  getting  him  up  to  $1,25  loan  level.  The  spread  between  the 
Sl.2.5  and  $2.79  parity  is  what  the  compiler  in  the  program  woidd 
receive  in  the  form  of  a  certificate  payment,  or  combination  of  cer- 
tificate^payment.  This  amounts  to  $1..^4.  It  would  seem  to  me  to  be 
ronsiderable  incentive  (o  encourage  tliat  large  producer  to  stay  in  the 
program. 

Tlie  Chairman.  Now,  on  the  export,  the  price  would  be  $1.81  per 
inishel  for  40  percent  of  his  nomial  yield.  I  am  just  throwing  that  out 
to  you 

Mr.  Johnson.  He  would  still  be  getting  a  hlcnd  there  that  would 

Mr.  Smith.  It  would  bring  it  fn  $2.1.'t. 

The  Chairman.  All  right,  that  would  be  S2-some  odd  cents  that 
would  be  guaranteed  or  would  l>e  the  support  prirp  to  any  producer 
who  followed — who  joined  the  program,  who  is  in  the  program.  But 
now,  if  you  make  it  that  attractive,  it  would  strike  mo  that  larger 
farmers  could  make  money  on  producing  larger  acreage  because  he 
muld  sell  his  wheat  in  the  markets  just  a  few  cents  below  what  the 
(Jovemment  would  pay  for  it  for  those  who  complied.  That  has  been 
mr  trouble  in  the  past. 

Mr.  Johnson,  We  do  not  anticipate.  Senator,  giving  the  man  who 
prows  an  unlimited  quantity  of  wheat  any  export-  certificate.  If  he  is 
not  in  the  program,  he  does  not  get  either  the  export  or  the  domestic 
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certificate.  In  fact,  ho  does  not  even  gut  tlie  looti.  Hi>  gets  the  market 
pri(;e,  whatever  that  is. 

Thu  C'nAiRMAx.  Well,  he  would  take  a  chance  though  and  produce 
and  caiDje  a  stirphis  that  will  keep  on  danglinjr  on  tiie  market,  and  it 
will  depi'ess  the  i>riw. 

Mr.  JoiiN&oN.  tjenator,  he  «ould  not  have  anj'  more  iiK'entive  under 
our  proixeal  tliat  he  has  ouri-entlv. 

Tlie  Chairman.  Than  what? 

Mr.  Joiixsox,  He  would  not  have  any  nioi-e  incentive  to  produce 
additional  quantities  of  wheat,  the  noncomplier,  than  he  has  had  in 
the  post. 

Seiiator  Dole.  In  etfect  he  would  have  less, 

Mr.  Johnson.  He  would  liave  less  bwause  the  export  certificate 
■would  give  liini  nioi-e  income  and  he  would  be  looking  for  that. 

The  Chairman.  Well,  what  I  would  like  to  see  in  a  hill  is  some- 
thing whereby  wc  could,  in  a  measure,  not  exactly  force,  but  make  it 
attr^ive  enough  that  he  will  come  into  the  prognun. 

Mr,  Johnson.  AVell,  Senator,  what  we  «-ould  prefer  in  the  Farmer^ 
Union  and  what  our  program  makes  verj-  clear,  our  first  choice  la 
liaving  a  program  like  you  run  down  in  Louisiana  for  rice,  and  Jike 
we  still  have  for  cotton  and  peanuts  and  tobacco.  Tliat  would  be  our 
first  choice. 

The  Chairman.  You  mean  you  would  want  acreage  control  ? 

Mr.  Smith.  Mandatory  program. 

Tlie  Chairman.  An  acreage  control  program  which  you  voted  oat, 
and  I  do  not  think  you  would  oppose  that  today. 

Mr.  Johnson.  Well,  sir,  that  is  a  pretty  generally  held  conclusion,  I 
think. 

The  CiiAiRiiAN.  I  am  sure  of  that. 

Mr.  Smith.  Reduction  of  the  projected  yield  by  national  disaster. 
Here  we  sliould  not  ask  for  more  than  a  5-i>ercent  deviation  if  it  were 
a  natural  disaster. 

.Senator  Doi-k.  Why  should  you  ask  any? 

Mr.  Johnson.  If  you  wanted  to  have  ik)  reduction,  I  do  not  think 
our  organization  would  argue  with  that. 

Senator  Dole.  I  raise  the  question  since  I  am  on  a  disaster  subeoRi- 
mittee.  We  are  doing  eierything  for  people  who  have  disasters  except 
for  the  fanner,  and  we  ought  to  liiclude  him. 

Mr.  Johnson.  We  would  be  for  that. 

Mr.  Smith.  Yes;  we  surely  would. 

Senator  Dole.  I  just  ask  mainly  for  this  reason. 

Senator  Ci'R'ns.  We  got  that  point  settled  now. 

Mr,  Dechant.  Thank  you.  Senator.  Wo  will  count  on  it. 

Ifr.  Smith.  Advance  payment.  This  request  is  base  on  the  fact  that 
the  pi'ogiTim  is  i  tinned  lately  benefited  by  Hie  fanner  indicating  his 
intentitm  to  comply.  A  precedent  in  other  conmiodities  is  also  availaUe- 
Obviously,  need  is  Hie  third  fjictor — fiirmers  need  operating  money 
at  time  of  signup,  and  high-interest  commercial  loans  are  the  onlv 
alternative, 

.Sciuitor  DoLK,  With  reference  t<i  that,  there  have  been  advance  pay- 
ments under  the  Federal  grain  pi-ograni. 

Mr.  Smith.  Yes. 

Senator  I>olk.  In  fact,  I,  along  with  otheis,  authored  a  bill  whidi 
got  through  the  House  a  couple  year's  ago  but  we  could  not  get  it 
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through  the  Senate  at  that  time.  Now,  hopefully  we  can  get  it  through 
the  Senate  but  maybe  not  through  the  House.  I  agree  with  you,  it 
does  not  cost  any  more  except  the  administrative  cost.  It  does  make 
some  money  available  to  the  farmer  when  he  needs  it. 

Mr,  Dech.\nt.  That  is  right. 

Mr.  Smith.  And  we  thmk  when  he  signs  the  contract  that  this  is 
when  they  ought  to  pay  for  the  contract  that  he  signs. 

Senator  Dole.  The  Government  is  not  going  to  lose  any  money.  If 
he  does  not  raise  any  wheat  they  are  still  going  to  be  protected. 

Mr.  Dechant.  Senator  Dole,  we  appreciated  your  efforts  on  that 
when  you  were  working  in  the  House  on  this  front. 

Senator  Doi-e.  I  tried  to  get  over  here  in  time  to  catch  it,  but  did  not. 

The  CHArRM,\N.  Well,  I  do  not  think  you  will  have  any  difficulty 
making  it  uniform.  If  othei-s  have  not,  I  do  not  see  why  we  should 
have. 

Senator  Dole.  That  is  the  point  we  raised.  It  was  for  feed  grains, 
and  in  the  cotton  program  it  was  not  applicable. 

Senator  Bellmon.  The  farmer's  big  expense  comes  at  seed  time 
when  they  have  to  buy  fertilizer,  and  it  would  really  be  good  efficiency 
to  have  this  money  available.  Right  now  most  farmers  are  paying  12 
to  18  percent  interest  on  fertilizer  expenses. 

Mr.  Smith.  He  is  put  under  tremendous  economic  pressures  and 
anything  like  that  might  help  to  keep  that  rural-urban  balance  would 
be  helpml. 

Mr.  Chairman  and  membere  of  the  committee,  with  your  permission 
at  the  risk  of  being  a  bit  provincial  perhaps,  may  I  in  closing  submit 
as  briefly  as  possible  one  more  recommendation.  It  is  not  new.  It  has 
been  submitted  to  the  Secretary  of  Agriculture  at  his  meeting  in  Pull- 
man, Wash.,  April  23, 1969.  It  is  being  suggested  again  as  a  resolution 
adopted  by  eight  farm  groups  meeting  in  Helena,  Mont.,  last  July  17. 

We  request  adjustment  in  loan  rates  to  fully  reflect  tne  $1.25  figure 
on  wheat.  We  suggest  this  may  be  done  by  one  or  a  combination  of 
the  following  changes  in  setting  various  loan  rate  levels : 

1.  The  $1.25  loan  rate  at  all  locations,  regardless  of  distance 
from  so-called  "terminals."' 

2.  Adjustment  of  loan  rate  to  reflect  actual  value  on  quality  of 
wheat  rather  than  "the  dominant  wheat  class  produced  in  tlie  area 
tributary  to  an  individual  terminal  market." 

3.  Varying  tlie  value  of  the  wlieat  certificates  to  fully  reflect 
100  percent  of  parity. 

I  We  recognize  that  price  cutting  under  tlie  InteiTiational  Grains 
.^^rraiigement  is  not  a  matter  that  can  be  corrected  through  legislative 
Ktion.  However,  we  want  to  clearly  record  our  continued  strong  sup- 
pott  for  a  workable  IGA  and  urge  the  committee  to  lend  its  supi^rt 
toward  this  objective. 

Farmers  have  tlie  most  at  stake  in  the  failure  of  IGA-niember 
governments  to  abide  by  the  price  schedules  set  out  in  the  arrange- 
ment. 

Senator  Dole.  With  reference  to  that,  is  tliis  not  an  area  where 
Canada  has  given  us  some  problems  in  tlie  past?  Have  they  been  one 
of  the  violators  of  tlie  aiTangement? 

I  Mr.  SMFni.  I  think  that  debate  goes  back  and  forth.  They  claim 
We  are  the  first  violators  and  we  claim  they  are  the  first.  The  other 
loeinber  countries  have  made  some  sales  before  the  minimum. 
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Senator  Dole.  But  tliere  liave  been  some  concessions  made.  At  the 
Dieetine;  last  year  in  Washington  tliere  was  some  effort  made  to 
strenguien  the  IGA  because  there  is  a  feeling  that,  again,  our  fanners 
take  the  rap;  we  hold  up  the  umbrella  and  everybody  in  the  world 
gets  under  it  and  there  is  no  room  for  the  American  farmer, 

Mr.  Dechant.  Well,  Senator,  if  I  ma^  add  to  Ed's  conunent,  we 
were  pleased  wlien  the  President  met  witli  Prime  Minister  Tnideau 
and  tney  issued  a  joint  statement  saying  that  tliey  were  going  to 
strengthen  tlie  IGA  and  hold  to  the  price  line.  And  of  course  we  were 
then  quite  disappointed  when  there  is  now  considerable  evidence  that 
we  led  the  panide  in  innking  the  cuts  as  early  as  last  September,  or 
last  summer. 

Senator  Dolk.  Hut  this  was  done,  at  one  time,  to  serve  notice  on  tlie 
other  countries  that  we  are  going  to  be  competitive.  It  was  serving 
notice  on  some  other  countries  to  the  agreement  that  we  were  going 
to  do  business  and  not  be  the  patsy  all  the  time. 

Mr.  Dechant.  Well,  regardless  of  how  it  was  done,  I  think  it  was 
in  error.  I  think  tiiat  at  the  highest  level  possible — and  this  involves 
President  Nixon  and  Prime  Minister  Trudeau  and  Prime  Minister 
Pompidou  and  the  various  countries,  I  think  at  that  kind  of  level  we 
ought  to  have  a  treaty  tlint  is  ratified  by  the  Senate,  be  a  meaningful 
operation  and  should  be  observed,  should  not  be  violated. 

Mr.  Smith.  Just  in  closing,  might  I  say,  Mr.  Chairman,  I  appreciate 
the  dialog  this  morning  and  your  statement  on  the  floor  of  the  Senate 
on  January  27  in  wliicli  vou  said  that  everj-  dollar  invested  in  agri- 
cnltur«  returns  $3.33. 

Now,  I  do  not  think  our  city  cousins  really  understand  how  im- 
portant this  agricultural  program  is  to  their  total  economic  situation, 
because  farmers  are  in  a  ver^  peculiar  position.  It  appears  every  time 
they  do  a  tremendous  job  in  efficiency  in  producing  more  they  get 
penalized  for  it,  and  this  is  not  true  In  any  other  industry  except 
agriciilture,  it  is  always  put  upon  the  block  of  efficiency.  Nobody  else 
is  put  on  this  alf^r.  And  I  say  very  candidly  I  think  that  the  dollar 
invested  here  is  by  far  a  greater  return  to  the  economy  than  any 
other  since  the  chairman  here  just  said  that  the  dollar  in  the  nonfami 
sector  only  brings  back  $1.46, 1  think  this  is  a  very  good  illustration  of 
wliat  agriculture  programs  have  done  for  this  country. 

Senator  Dole.  Is  there  not  one  theory  that  a  dollar  brings  back  S" 
in  agriculture  ?  Mavlie  that  has  changed. 

The  CiTAiKMAN.  ■$3..33. 

Senator  Dole.  $3.33. 

Mr.  SsiiTH.  Out  of  vmir  Kansas  study  they  said  in  1960  it  woitH 
l>e  aliout  $3. 

Tlio  CiiAiRM.vN.  -Vccording  to  one  study  that  was  made  in  Kansas. 

Senntor  Milled.  May  I  ask  a  question  ? 

The  Chairman-.  Yes. 

Thei'p- is  one  quest  ion  I  would  like  to  ask  first. 

Mr.  Smith.  Yes. 

The  Chairmax.  Yon  iii-e  advocating  here  that  the  loan  be  at  Iea=t 
$1 .2."). 

Mr.  Smith,  Yes.  to  every  fanner  whether  he  lives  so  far  from  the 
tenninal  or  not.  Thei-e  shouid  be  no  penalty. 
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The  Chairuan.  Well  now,  so  as  to  get  more  people  to  cooperate  in 
this  prc^ram,  do  you  think  we  could  attain  the  same  results  by  making 
a  bigger  direct  payment  to  tliose  who  comply  rather  than  raise  the 
loan  Decause  I  am  just  scared  of  that  ?  We  have  had  trouble  in  the  past 
as  to  quite  a  few  commodities  where  the  loan  rate  is,  let  us  say,  in 
com  or  feed  grains  in  particular,  where  the  loan  rate  was,  say  $1.25,  or 
Sl.30.  The  large  producer  would  keep  out  of  the  program  and  just  sell 
theirs  at  about  a  cent  or  two  below  the  loan  rate. 

So  what  we  did  was  to  lower  tlie  loan  rate  and  make  a  greater 
payment  to  the  compilers.  And  in  that  way  we  obtained,  I  think,  more 
cooperation. 

Mp.  Smith.  This  is  the  only  way  you  can  make  a  program  like  this 
work. 

The  Chairman.  Well,  the  idea  is,  although  this  is  a  voluntarj' 
program,  it  strikes  me  that  we  ought  to  put  into  the  law  as  much  incen- 
tive as  possible  so  that  you  will  have  a  larger  number  to  cooperate. 

Mr.  Smith.  Yes. 

The  Chairman.  So  that  the  production  would  be  in  keeping  with 
what  the  Department  states  is  needed  in  both  domestic  and  export 
sales. 

Mr.  SMrrH,  That  is  right. 

Mr.  Johnson.  Senator,  I  think  you  make  a  very  key  point  here,  and 
I  would  like  to  say  that  with  $1.55  coming  to  the  compiler  in  wheat 
in  the  form  of  a  certificate,  we  have  attracted  him  into  the  program. 
I  think  the  figures  micht  be  well  put  in  the  recoid  here  that  would 
show  the  percentage  of  participation  of  wheat  acreage  in  the  program 
as  well  as  the  percentage  of  fanners.  I  do  not  have  that  with  me,  but 
with  your  permission  I  would  like  to  put  it  in  the  record. 

The  Chairman.  Get  it,  and  we  will  put  it  in  the  record  at  this 
point. 

(The  material  referred  to  follows :) 

FEED  GRAIN  AND  WHEAT  raOGftAM  PARTICIPATION 
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Mr.  JdiiKsoN.  I  am  using  the  loan  and  tlie  price  of  wheat  is  pretty 
close  to  the  loan.  But  your  pohit  is  esiiecially  well  made  in  the  other 
pi-Ofji'anis  that  arc  voliititary.  In  the  feed  prain  program  if  we  had 
ii  wider  sprend  between  the  loan  and  the  total  price  that  a  producer 
would  get  tliroujrh  a  combination  of  the  support  and  the  paymoit; 
if  we  had  a  wider  -spread  there,  we  would  attract  more  i>eople  into 
tlie  feed  prain  program  and  make  that  program  work  better  m  terms 
of  managing  supply. 

Xow,  here  comes  tlie  crux  of  the  matter.  If  you  widen  the  spivad 
with  an  increase  in  the  payment,  you  increase  the  amount  of  income 
that  a  prodncer  gets  by  tlie  route  of  payment.  Therefore,  you  increase 
the  cost  of  the  program.  And  that  is  one  of  our  difficulties  getting 
additional  budget  for  fai-m  programs. 

The  ('iiAiRMAN,  Well,  as  you  recall,  the  Secretary  had  flexibility 
there  in  reducing  the  loan,  I  think,  as  low  as  dO  cents  a  bushel  for  com. 

Mr.  .ToiiNsoN.  He  can  go  as  low  as  t>5  percent  of  parity. 

The  CriAiRMAx.  Or  whatever  it  was.  But  he  was  ijermitted  to  in- 
crease the  direct  payments  to  tlie  compliers.  And  of  course  that  had 
the  tendency  of  havmg  more  [leople,  more  farmers  to  comply  with  it, 
come  into  tnc  program. 

Senator  ? 

Senator  Mii.i,er.  Thank  you,  Mr,  Chairman. 

I  am  tronbled,  as  jou  undoubtedly  learned  this  morning  in  my  qnes- 
tioning  of  Senator  Yarborough,  aoout  the  impact  of  the  loan  rate 
on  our  export  position,  our  conipetitiTe  position  in  world  markets. 
How  do  you  answer  that  problem  ? 

Mr,  .TonxsoN.  Senator,  farmers  are  interested  in  maintaining  ex- 
ports all  right,  but  not  in  effect  having  forced  on  them  prices  that 
reflect  living  standards  of  other  countries  that  are  lower  than  ours 
as  a  price  for  getting  these  exports, 

Xow,  we  would  ratlier,  I  think,  share  with  consumers  generally 
the  cost  of  this  expanding  trade. 

For  example,  if  it  is  good  to  have  this  country  sell  600  million, 
700  million  nnshels  of  wheat  a  year  overseas,  then  it  ought  to  he 
good  for  everybody,  not  just  for  farmers;  especially  if  we  have  to 
compete  in  a  kind  of  an  international  cartel  that  continues  to  tr>' 
fo  drive  the  price  of  wheat  down  to  the  producer. 

yVe.  have  done  this  in  the  past  through  tlie  use  of  an  export  subsidy. 
AVe  have  shared — we  have  let  the  consumer  share  in  helping  us 
increase  trade.  And  I  think  we  are  justilied  as  a  nation  in  doing 
that  l>ecause  nearly  everybody,  T  think,  agi-ees  that  trade  is  wonder- 
ful for  our  balance-of-paymehts  ]iositton.  But  esi>ecially  those  i>eopIe 
who  have  a  vested  interest  in  it.  The  exporter  has  a  way  to  extract 
his  jinifit  margin  cm  every  bushel  sold.  He  wants  that  farmer,  there- 
fore, to  keep  on  gntwing  the  jiroduct  he  exjioi-ts  at  the  lowest  i>ossible 
price.  This  makes  it  possible  for  liim  to  jirossure  others  who  exi»ort 
in  other  countries  for  a  larger  volume  of  sales  or  what  he  considers 
a  fair  share.  There  is  no  limit  to  what  our  exixirtei-s  consider  a  fair 
share. 

That  is  the  whole  idea  bohiiid  the  Tnternational  Grains  Arrange- 
ment— lo  try  to  bi'ing  sumo  oi-dci'  into  this  business  of  trade.  It  ought 
to  l)e  extended  in  onr  opinion  to  crojis  like  feed  grains  and  other  com- 
modities that  enter  importantly  into  world  trade. 
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Senator  Miller.  Well,  I  do  not  want  to  get  into  the  International 
Grains  Arrangement  because  I  do  not  need  to  tell  you  tliat  I  opposed  it 
in  the  first  place.  Warnings  I  sounded  came  tnie.  And  I  am  very 
much  opposed  to  it,  especially  in  the  way  other  nations  have  violated 
it.  But  I  agree  with  you  about  the  sliaring  of  tlie  cost  with  the  general 
taxpayers  of  this  country.  And  I  am  not  interested  in  the  farmer 
picking  up  the  tab. 

But  what  I  want  to  know  is  what  mechanics  can  we  use  if  we  have 
a  fairly  higfi  loan  i-ate  that  is  above  the  world  market  price,  what 
mechanics  can  we  use  that  will  enable  us  to  conform  with  the  GATT 
rules.  And  my  understanding  is  that  a  direct  subsidy  is  a  violation  of 
the  GATT  rules.  I  am  wondering  what  is  the  answer  to  that, 

Mr.  Johnson.  Senator,  if  you  look  at  the  price  supports  on  the  com- 
modities within  the  Common  Market  countries— let  me  ask  you,  how 
do  they  support  wheat  over  there  at  whatever  they  do?  It  is  $3  or 
something,  is  it  not  ^ 

Mr,  Smith,  $i  something. 

Mr.  Johnson.  They  are  memhers  of  the  GATT.  They  are  paying 
their  farmers  two  or  ifhree  times  more  for  the  commodities  they  grow 
than  we  receive  in  this  country. 

Now,  there  must  be  a  way  then  to  comply  witJi  tlie  rules  of  GATT 
and  at  the  same  time  reward  farmers  on  some  kind  of  basis  of  e<]uity 
for  their  productive  efforts  in  tliis  country. 

Senator  Miller,  I  am  very  must  aware  that  the  Common  Market 
holds  up  the  price  of  wlieat,  for  exam|)Ie,  for  their  fanners.  I  do  not 
know  the  mechanics  they  are  using  to  get  around  the  OATT  rules. 

But  I  want  to  know  what  you  suggest  the  United  States  use  as  the 
mechanism  for  us  to  see  that  there  is  this  sharing  of  costs  as  you  put 
it,  which  I  agree  with,  and  at  the  same  time  comply  with  the  GATT 
rules. 

Mr.  Johnson.  Well,  sir,  I  thijik  it  would  be  consistent  with  GATT 
rules  for  us  to  have  an  export  certificate  ou  wheat.  This  in  effect, 
Senator,  is  obviously  a  direct  paj'ment  to  the  wheat  producer.  You 
can  call  it  a  wheat  certificate.  We  called  it  that.  But  if  yon  take  it 
out  of  the  Treasury  of  the  United  States,  it  is  a  direct  payment.  We 
use  this  device  to  bring  down — hopefully  bring  down  prices  to  the 
consumer.  In  behalf  of  the  consumer  we  use  the  direct  payment 
more  widely  than  we  have  never  used  it  before.  And  certainly  paying 
a  direct  income  payment  to  a  farmer  is  not  an  export  subsidy  and  is 
not  subject  to  any  violation  of  the  GATT  rule. 

Senator  Dole.  Do  you  tliink  it  would  be  possible  to  shift  there  to 
obtain  the  money  for  the  export  certificates,  instead  of  the  Treasury  ? 

Mr.  Johnson.  Well,  Senator,  you  are  more  familiar,  I  am  sure,  with 
the  amount  of  money  that  we  would  be  putting  back  into  our  Treasury 
if  we  protect  the  IGA  minimum.  It  is  not  a  big  amount  of  money.  But 
the  higher  that  minmum  price  is  in  the  International  Grains  Arrange- 
ment, the  more  we  get  back  in  inverse  subsidy  in  our  export.s. 

Senator  Dolk.  I  refer  to  the  domestic  piogram,  Pi-esently  the  Gov- 
ernment pays  al>out  50  cents  a  certificate  and  the  processor  pays  75. 

Mr.  Johnson.  Well,  it  is  about  75-7.5  and  going  up  on  the  payment 
side. 
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Senator  Dole.  Right.  Xow,  cou!d  we  have  the  processors  pay  $1^5 
and  then  use  that  for  the  export  certificate!  Do  ;ou  think  tint  would 
pass  the  House  if  wc  passed  it  on  to  the  processor  i 

Mr.  Johnson.  What  we  would  in  effect  be  doing  here  would  be 
passing  it  along  to  the  consumer  through  that  certificate  rout«. 

Tlie  Chairman.  That  is  right.  That  would  be  tiie  trouble. 

Mr.  Johnson.  And  Senator,  in  all  candor,  1  would  say  that  we  would 
have  extreme  difficulty.  We  i>ossibly  could  do  it  in  the  Senate,  but  in 
tile  House  we  would  have  extreme  difficulty. 

Senator  Dole.  The  consumer  ought  to  pay  the  bill. 

Mr.  Johnson.  Well,  sir,  he  would  be  paying  the  bill  either  way  and 
you  would  be  more  honest  with  him  just  to  go  ahead  and  give  us  a 
dii-ect  payment.  1  would  not  be  for  the  subterfuge, 

Mr,  Smite,  For  clarification,  Senator,  what  is  the  exact  definition  of 
a  subsidy  in  the  GATT  regulations?  Does  it  say  subsidy  or  tariffs! 

Senator  Miller,  I  don't  know,  I  think  it  says  subsidy.  But  I  do  know 
this,  that  when  they  put  a  subsidy,  an  export  subsidy  on  canned  hams 
over  on  the  Common  Market  a  couple  years  ago,  I  was  advised  that 
that  was  in  direct  conflict  with  the  GATT  rules  and  eventually  th^ 
compiled. 

By  big  pi-oblem  was  that  it  took  too  daiiied  long  for  the  administra- 
tion to  make  them  comply,  and  I  think  that  is  part  of  the  problem  that 
you  have  brought  out  today.  But  Senator  Ellender,  I  think,  made  a 
suggestion  wluch  might  be  one  of  the  solutions,  and  tliat  is  a  lower 
loan  which  might  enable  the  price  for  export  to  be  competitive  and 
a  higher  payment.  That  would  be  one  approach.  I  am  just  wondering 
if  there  are  other  approaciies  because  I  am  deeply  concerned  about  not 
just  maintaining  our  export  trade,  but  expandmg  upon  it. 

Mr.  Smith.  I  would  think  that  with  the  price  relation^ip  between 
feed  grains  and  wheat,  if  you  lower  wheat  not  the  feed  grains.  Is  that 
right.  Senator  Young  ? 

Senator  Yot;no.  I  would  like  to  comment  on  that  when  you  are 
finished. 

Senator  Milij-:r.  I^et  me  ask  a  couple  more  questions,  then  I  will 
let  Senator  Young  go  ahead  on  that  point,  if  I  may. 

Do  you  have  any  target  as  far  as  to  total  crop  acreage  to  be  retired 
is  eonrerned '. 

We  wei-e  talking  this  morning  that  we  have  nearly  50  million  retired 
acres  today.  The.  hill  that  Senator  Mathias  appeared  in  behalf  of 
referred  to  a  50-million  acreage  retii-ement  target.  Do  you  ha^-e  a 
target '. 

Mr.  Smith.  Well,  the  Farmers  Union  position  is  that  it  be  left  to  the 
Secretary  of  Apricnlturo  to  decide  on  how  many  acres  are  really  neces- 
sary, liut  retirement  of  ncieagc  would  Iw  done  on  an  equitable  bo^ 
by  every  producer  of  tliat  |)roduct  so  that  it  would  not  take  out  whole 
farms.  This  is  the  position  of  the  Fanners  ITnion, 

Senator  MiLi.iat.  But  you  don't  have  any  particular  target — 30,  40, 
50,  (H)  million  acres,  in  mind  '. 

Mr.  Joiix.soN.  Well,  Senator,  no,  because  our  approach  is  to  rifle- 
shot the  rliverted  acres  that  we  need  commodity  by  commodity.  "ITiat 
way  wo  feel  that  we  can  make  the  programs  work  better  in  terms  of 
coming  out  with  a  right  balance  between  use  and  production. 
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S«iator  M""™  Well,  do  you  have  a  breakdown  by  commodity  of  a 
tai%eted  retirement  acreage  ? 
Mr.Sjnre.NojSir. 

Senator  Mtlleb.  So  much  cotton,  so  much  \vheat,  so  much  com. 
Mr.  Johnson.  The  program  we  support  gives  the  Secretaiy  some 
flexibility  above  a  price  support  floor  to  run  the  program  and  to  set 
the  acreage  and  to  set  payment  rates  at  levels  he  thinks  will  attract 
the  needed  participation.  We  believe  that  this  conunodity-by-commod- 
ity  approach  is  a  much  superior  way  to  take  out  the  acres  that  we 
need  to  take  out,  because  we  are  rifle-shooting  in  on  commodity  and  not 
trying  to  run  a  blanket-shoteim  kind  of  an  overall  retirement  program. 
Senator  Miller.  Now,  a  third  question.  There  is  no  provision  m  the 
bill  which  you  are  supporting  for  payments  limitation.  I  don't  need 
to  tell  you  that  there  has  been  a  lot  of  criticism  of  the  fact  that  there 
is  no  payment  limitation  and  that,  so  to  speak,  the  rick  get  richer  and 
the  poor  get  poorer,  the  low-income  farmer,  the  small  farmer  geta 
relatively  little.  Do  you  have  any  policy  on  payments  limitation  and, 
if  so,  could  you  tell  us  what  you  recommend  ? 

Mr.  Dechant.  Well,  Senator,  we  do  have  a  policy  within  the  Farm- 
ers Union,  and  we  had  planned  to  present  it.  It  is  a  little  bit  later  in 
the  statement.  Now,  if  the  chairman  prefers,  we  can  do  it  now  or  w6 
can  wait  until  we  get  to  that  point  of  the  program. 

Senator  Miliar,  Yes;  I  am  sorry  if  I  anticipated  what  you  wen 
bringing  up  so  I  will  just  waive  that  question. 
Mr.  I^CHANT.  We  do  have  a  position. 
Senator  Milles.  Thank  you. 
The  Chahuux.  All  right. 
Senator  Young.  Mr.  Cnairman. 
The  Chairman.  Yes,  Senator, 

Senator  Young.  I  would  like  to  comment  on  the  point  you  were  dis- 
cussing a  little  bit  ago  about  lowering  loan  rates  for  wheat  to  be  more 
competitive  in  worldmarkets.  That  is  one  of  the  points  that  will  create 
a  lot  of  controversy  and  one  which  the  administration  draft  bill  dealt 
with.  If  I  thought  that  lowering  the  loan  price — and  it  would  mean, 
lowering  the  casn  price — would  increase  exports,  I  would  be  for  it. 

All  of  the  wheat  importing  countries,  eveir  one  that  I  know  of  haa 
a,  fixed  price  far  h^her  than  the  U.S.  price.  The  world  price  is  a  sort 
of  a  rigged  price.  K  is  established  largely  by  Canada  and  the  United 
States  and  to  some  extent  other  wheat  exporting  nations.  It  doesnt 
make  any  difference  how  low  the  price  gets  here;  it  doesnt  seem  to 
increase  exports.  At  one  time  less  than  a  year  ago,  our  price  was  lower 
than  the  world  price.  At  that  time,  exporters  had  to  m^e  inverse  pay- 
ments to  the  Commodity  Credit  Corporation  of  about  12  cents  a  bushel. 
\ow  the  export  subsidy  is  about  12  cents  a  bushel.  This  doesn't  seem 
to  make  much  difference  at  all.  If  wecoold  take  advantage  of  the  higher 
price  of  wheat  in  all  of  the  big  importing  nations,  I  say  meet  that  com- 
petition, but  there  is  no  such  thing.  The  only  world  price  there  is  is 
one  that  was  pretty  largely  agreed  upon,  a  negotiated  price  set  by  the 
my  or  wheat  exporting  nations. 

So  I  think  this  is  one  of  our  most  difficult  problems  to  deal  with.  It 
is  a  very  cofitroversial  one,  and  to  me,  I  would  rather  have  no  program 
at  all  than  to  get  price  supports  down  to,  say,  90  cents  a  bushel  in  the 
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hope  of  it  gaining  nioi-c  exiwrts— yon  aren't  going  to  gain  them.  That 
is  niT  own  opinion  on  it. 

Tiie  Chairman.  Well,  what  I  had  in  mind  was  to  attract  more 
cooi>erators  by  jriving  thinn  more  [myment ,  more  direct  payments.  That 
was  my  idea.  It  is  not  wit  li  the  idea,  or  increasing  supports. 

Senator  Young.  Of  course,  we  would  gain  more  opposition  from 
those  who  are  opposed  to  the  program  on  the  basis  of  the  costs  of  the 
program.  I  don't  tliink  the  costs  are  excessive,  but  whenever  you  up  the 
cost  of  tlie  program,  and  we  would  be  doing  it  hy  tliis  method,  it  would 
mean  more  opposition. 

Senator  Miller.  May  I  ask  a  question  at  tliat  point?  'Why  would  it 
necessarily  mean  more  cost  ?  If  you  have  a  high  loan  rate,  I  can  see  the 
Groveniment  acquiring  those  stocks,  the  Commodity  Credit  Corpora- 
tion hiLviiig  a  deficit  Because  of  the  lower  price  it  sells  them  for  espe-  - 
cially  on  export.  I  nm  not  sure  that  I  understand  why  Senator  Ellen- 
der's  proposal  would  cost  more. 

Senator  Youxu.  Well,  your  loan  rate  to  a  farmer  really  fixes  his 

1>rice,  and  this  is  for  all  the  wheat  he  produces.  AVe  exjKut  a  little  over 
lalf  of  our  wheat  pi-oduction  so  the  farmer  would  be  receiving  a  whole 
lot  less  for  his  entii-e  ci-op.  If  we  gained  veiy  much  in  exx>ortSj  it 
might  be.  worthwliile.  tint  I  really  can't  see  this  argmnent  of  meetmg 
a  world  price  when  there  is  no  such  thing  as  a  competitive  world  iirice. 

The  ('u.viRMAN.  lint  under  the  law  as  it  now  stands,  and  1  presume 
it  won't  be  clianged,  on  domestic,  1  mean  wheat  jji-oduced  for  domestic 
consumption,  he  gfits  full  parity. 

Senator  Yofxr..  I'nder  the  picsont  law,  if  we  keep  that,  farmers  are 
assured  full  parity  f(ir  domestic  consumption. 

The  (hi.MRSiAN.  If  we  keep  it. 

Senator  Yoi7NG,  Sf>me  projMJsals  would  chanjre  that. 

The  CuAiRiiAX,  Xow,  my  idea  is  that  in  order  to  invite  or  make  it 
more  attractive  to  get  moi'e  farmers  in,  let  the  payments  be  direct, 
make  a  larger  direct  payment  and  lower  the  loan,  not  with  the  idea 
of  selling  the  wheat  auroa<l,  but  of  getting  more  farmers  to  cooperate 
so  that  we  can  retluce  jnxxluction. 

Senator  YouNCi.  If  you  didn't  have  any  limitation  on  payments,  it 
would  be  a  little  more  workable.  But  if  limitations  are  put  on  pay- 
ments, of  coui-se,  they  would  reduce  the  effect  on  increased  payments. 
What  you  are  snegesting,  would  get  more  fannei-s  humping  that  ceil- 
ing of  iiO,()00  dollai'S  lliat  was  proposed  or  whatever  it  may  be. 

Mr.  JoiiNHON.  Mr.  Chairman,  could  1  ask  Senator  Young  a  question! 

Senator  Youxu.  Yes. 

Mr.  Johnson.  Senator  Young,  don't  you  feel  that  the  fact  that  a 
compiler  now  gets  !S1.5J)  a  bushel  on  43  percent  of  his  production,  tliat 
that  is  pretty  good  incentive  to  get  in  tne  program,  in  the  wlieat  pro- 
gram? Wonld  you  agree  lothaf  ? 

Senator  Yot^NCi.  It  is.  lUxt  wheat  doesn't  have  a  divei-sion  payment 
as  feed  grains  do. 

Mr.  Johnson.  That  is  correct. 

Senator  Yoi'n«j.  You  could,  if  vou  wanted  more  participation,  mw 
the  wheat  producer  an  acreage  divei-sion  payjnent  the  Siinie  as  feed 

The  CiiAiHMAX.  All  riglit,  sir.  "1  on  may  pTOceed, 
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Senator  Dole.  With  reference  to  exports  pari,icnlarly  in  wheat  1967- 
68  was  761  niUlion,  in  1968-69  it  droijped  to  iM  mifiiou  and  it  may 
have  bicreased  60  million  in  1069-70.  Do  you  hiuc  any  ideas  how  we 
are  going  to  get  tlie  exports  back  up  to  where  they  were  a  few  years 
ago; 

Mr.  Smith.  Well,  I  think  what  really  happened  in  the  world  was  that 
they  all  had  tremendous  crops,  which  was  not  true  many  years  ago,  and 
I  suspect  their  technology  is  rising  with  ours  and  could  cause  us  some 
real  problems  ahead  if  this  is  what  we  are  banking  on. 

Senator  DotE.  In  fact  we  increased  the  wheat  acreage  twice  one 
year  and  jumped  our  carryover  from  400  to  800  million  bushels. 

In  some  of  the  PIj~480  countries,  India  in  particular,  the  demand  is 
less.  Slaybe  we  ought  to  take  a  look  at  the  structure  of  the  PL-480 
prt^ram.  We  ought  to  be  pushing  it  a  little  harder.  The  program  has 
the  ability  of  alleviatiug  our  surpluses  at  the  same  time  it's  helping 
some  recipient  nation.  PL-480  is  not  a  dumping  program,  because  it 
also  is  beneficial. 

Mr.  Smith.  Senator,  this  is  where  the  Farmers  Union  feels  then  that 
we  need  an  export  certificate  because  the  farmer  has  been  carrying  this 
load  of,  you  know,  conventional  sales  and  things  that  maybe  the  State 
Department  has  had  something  to  do  with  in  relationship 

Senator  Dole.  It  has  been  one  of  our  most  important  foreign  policy 
weapons. 

Mr.  Smith.  Yes ;  I  think  so  and  I  think  we  ought  to  continue  it. 

Senator  Dole.  But  getting  back  to  my  earlier  question,  during  the 
wheat  program  debate  there  was  a  big  bread  tax  discussion.  This  was 
the  red  flag,  and  as  you  know,  someone  organized  a  group  of  bakers, 
millers,  even  labor  unions,  I  can't  remember  the  name  of  it,  it  was 
some  coalition  group.  You  weren't  a  part  of  that. 

Mr,  Dbchant.  No. 

Senator  Dole.  Tlieir  cry  was  "we  can't  pay  the  bread  tax,"'  and  that 
is  how  the  Treasury  came  to  pick  up  50  cents  of  it.  Since  that  time 
the  millers  are  satisfied  apparently  with  the  program.  The  bakers  are 
satisfied  with  the  program.  And  I  wonder  if  you  would  meet  that 
same  resistance  today,  I  am  just  trying  to  find  some  additional  revenue 
for  the  farmer.  It  is  going  to  be  hard  to  find  it  in  the  Treasuiy.  What 
is  so  objectionable,  to  increasing  the  processors'  portion?  You  say 
it  might  be  difficult,  but 

Mr.  Johnson.  Senator,  I  guess,  Tony,  you  would  accept  almost  any 
route  that  added  some  income  to  the  farmer's  pocketbook,  wouldn't 

)'0U? 

Mr.  Dechant.  Our  problem 

Senator  Dole.  Even  if  it  is  only  10  cents. 

Mr,  Dechnt.  Our  problem  on  the  farm  front  is  one  of  income 
and  dealing  with  the  problem  that  Senator  Bellmon  raised  several 
times  this  morning,  how  do  you  stop  this  senseless  migration  off  the 
farms  and  out  of  our  rural  towns  ? 

Senator  Dole.  Well,  they  are  closely  related,  of  course, 

Mr.  1>ECHANT,  Tliey  are  related.  And  so  we  talk  a  lot  about  the  main 
problem.  We  have  got  to  get  more  income  out  in  I'ural  America. 

Senator  Dole.  Have  you  talked  with  the  millers  or  this  group  that 
were  violently  opposed  to  the  "bread  tax"  initially  about  a  possible 
Increase? 
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Mr.  Johnson.  No,  I  haven't. 

Mr.  DacEtANT.  I  haven't ;  no. 

Senator  Dole.  It  is  something  we  ought  to  explore  because  it  might 
be  better  to  get  this 

The  Chairman.  Well,  you  will  hear  from  them  before  these  hear- 
ings are  over. 

Senator  Mn.i>F.R.  Mr.  Chainnan. 

The  Chairman.  Yes. 

Senator  Miller,  Mr.  Dechaiit  just  stated  the  truism  that  the  farm- 
ers' problem  is  one  of  income,  and  I  am  sure  he  is  talking  about  net 
income,  not  gross,  and  he  is  indirectly  referrine  to  the  cost  price 
squeeze.  And  we  have  been  talking  prices  here  but  I  know  that  you  are 
concerned  about  the  increases  in  the  cost  of  production,  and  I  know 
you  are  concerned  about  the  inflation  which  has  helped  increase  those 
costs  of  production.  So  I  trust  that  you  are  strongly  in  favor  of  your 
Federal  Grovemment  and  the  Congress  in  particular  following  a  pru- 
dent fiscal  policy  so  that  we  keep  a  stable  dollar,  are  vou  not  ? 

Mr.  Dechant.  I  have  no  argument,  just  so  it  isn  t  at  the  expense  of 
the  farmer. 

Senator  Miller.  Well,  we  are  talking  now  about  inflation,  and  it  is 
not  going  to  do  the  farmer  any  good  or  anybody  else  any  good,  except 
a  few  big  investors,  if  we  can't  stop  this  inflationary  move,  so  you  want 
the  Federal  Government  to  follow  a  prudent  fiscal  imlicy,  I  trust.  And 
a  prudent  fiscal  policy  would  not  be  to  take  it  all  out  of  the  hide  of  the 
farmer.  We  understand  that. 

Mr.  Dbohant.  It  is  not  only  a  question  of  not  taking  it  out  of  the 
hide  of  the  farmer,  we  need  to  increase  the  farmer's  income  so  that  he 
can  start  sharing  in  some  of  the  general  prosperity. 

Senator  Miller.  That  is  right,  but  he  is  never  going  to  share  as  long 
as  you  have  this  inflation  pushing  up  the  cost  of  his  production. 

Mr.  Johnson.  Yes,  but  Senator,  do  you  concur  with  at  least  Mie 
member  of  the  Council  of  Economic  Advisers  that  keeps  ^vins  tiie 
President  all  kinds  of  advice  about  how  to  cut  farm  programs!  Now, 
that  part  of  it  didn't  worry  us  so  much.  But  when  the  President  took 
the  advice  and  cut  the  1971  budget  by  $969  million  for  agricultare, 
that  begins  to  concern  us. 

Senator  Miller.  Well,  why  should  it?  Where  did  he  cut? 

Mr.  Johnson.  Well,  a  big  part  of  the  1971  budget  reflected  advance 
payments  that  we  didn't  pet — about  $400  million — in  1970  fiscal  year. 

Senator  Miller.  Well,  T  am  talking  about  total  money  now.  Now, 
on  the  advance  payments,  I  grant  you  that  the  advance  payments  were 
cut  out,  but  you  also  must  agree  that  the  acceleration  of  the  balance  of 
the  payments  was  in  the  picture.  To  my  knowledge  there  is  no  cut  in 
the  total  amount  of  payments.  As  a  matter  of  fact,  I  believe  that  the 
Pi-esident's  budget  proposes  nn  increase  in  payments. 

Mr.  Johnson.  Well,  there  are  some  fancy  shenanigans  that  went  on 
in  this  budget, 

Mr,  Chairman,  rather  than  prolong  this  dialog,  I  would  like  to 
request  your  permission  to  put  in  our  iinalysis  of  ]U3t  what  this  1971 
budget  5oes  to  agriculture  in  the  way  of  cutting  the  budget. 

(Tlie  information  is  as  follows :) 
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ASUIKISTK&IION   nSDA.  BODOBt 

Few  docQineiita  have  come  out  of  tbe  U.S.  Department  of  Agricultare  witb  a 
greater  potential  for  confusion  than  the  agency's  proposed  budget  for  1971. 

Three  confosioii  faotore  are  introduced  to  conceal  a  cut  In  income-protection 
program  for  farmera. 

1.  Advance  feed  grains  payments  ($400  million)  were  transferred  out  of  fiscal 
1970  into  fiscal  1971  to  create  an  apparently  lower  figure  for  fiscal  1970.  Tbue, 
tor  comparison  purposes  anything  short  of  a  $400  mlUlon  cut  in  fi.scal  1971  would 
appear  to  l)e  an  increase. 

2.  $1.3  billion  In  Farmers  Home  Administration  loan  funds  are  (o  be  traas- 
terred  from  the  government  budget  into  tbe  private  sector  through  the  sale  of 
bonds  on  the  open  market.  This  raises  two  serious  questions : 

^a)  Can  private -sector  funds  be  properly  counted  as  government-sector 
funds?  If  so,  will  market  receipts  for  farm  commodities  be  counted  at  some 
future  time  as  farm  program  espendltures? 

(6)  Will  cot  the  sale  of  Farmers  Home  Administration  bond.i  at  cur- 
rently inflated  Intereeted  rates  freeze  in  inflation  for  years  to  come  to  tbe 
detriment  of  farmers  and  consumers? 

3.  Real  increases  in  U.S.  Department  of  Agriculture  expenditures  proposed  for 
flscfll  1971  occnr  mainly  in  the  areas  of  agricnltural  research,  federal  extension 
service,  and  food  programs.  The  Farmers  Union  has  an  interest  in  all  these  pro- 
crams,  of  course.  But  it  must  be  recognized  that  they  are  not  income-protection 
lirograms  in  a  direct  sense.  In  the  context  of  the  current  cost-price  squeeze  on 
fanners,  direct  income-protection  programs  should  receive  the  highest  priority. 

Some  increases  in  income-protection  programs  are  proposed.  These  are  In 
cotton,  dairy,  and  rice— ail  of  which  have  mandatory  price-support  minimums 
nnder  the  present  law. 

Real  cuts  are  readily  apparent  In  ASC3,  REA,  and  P.L.  480  funds  In  the 
amount  of  (219  million.  Considering  the  (lostponement  of  feed  grains  payments, 
tiie  real  cut  in  CCC  funds  is  evident  in  the  amonnt  of  $267  million. 

The  transfer  of  government  loans  to  the  private  sector  and  the  Juggling  of 
payments  out  of  one  fiscal  year  into  another  conceals  somewhat  the  budgetary 
intent.  But  the  Intent  Is  clear.  It  is  to  make  cuts  In  the  budget  for  commodity 
prc^^rams  wherever  possible. 

Future  evdence  as  to  the  Intent  of  the  Adminiatration  to  cut  future  hndgets 
for  farm  programs  is  to  t>e  noted  In  their  proposed  farm  bill.  Examples  are 
as  follows:  (1)  the  substitution  of  0-90  percent  of  parity  for  current  prlce- 
sui^mrt  floors  in  cotton,  feed  grains  and  wheat  programs:  (2)  tbe  recommenda- 
tion that  payments  cannot  be  made  nnlese  subjected  In  advance  to  tbe  aj^roval 
of  the  Approprlatioas  Committees  and  the  Senate  and  Honse;  (3)  the  removal 
of  the  requirement  of  present  law  that  price  support  for  cottonseed  and  soy- 
beans be  kept  at  a  competitlTe  level;  and  (4)  tbe  removal  of  the  requirement 
of  present  law  that  oats,  grain,  sorghum,  barley  and  rye  be  supported  scrfely 
on  the  basis  of  their  feed-valne-eqnlvalent  to  com. 

■  Senator  Miu,eb.  At  this  point  I  wnnt  the  record  to  show  that  that 
amount  of  money  that  the  bndjret  is  reduced  bv  i-esults  from  an  in- 
crease in  the  amount  of  sales  by  the  Farmers  floine  Administration 
of  Farmers  Home  Administration  securities,  and  tliat  is  it.  So  I  nm 
not  worried  about  the 

Mr.  Johnson.  Senator,  my  comments  were  related  not  to  any  part 
of  the  Department  budpet  except  that  part  of  it  tliiit  rehiles  to  com- 
modity programs. 

Senator  Miller.  Well,  then  you  have  no  problem,  because  wlien  I 
first  saw  tlie  budget  and  I  saw  that  the  agriculture  budget  is  cut  by 
upward  of  $900  million  you  can  be  quite  sure  I  was  concerned,  but 
my  concern  was  alleviated  when  I  found  that  it  was  not  cut  in  the 
commodity  programs  and  it  represented  an  estimated  $900  million 
more  sales  by  Farmers  Home  Administration  of  its  securities  than  in 
the  previous  year. 

Senator  Bellmon.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  Bellmon. 
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Senator  Bellmon.  May  I  ask  you  a  couple  questions. 
It  seems  to  me  that  there  is  a  big  factor  that  afiriculture  has  to  offer 
that  is  very  much  in  demand  in  tliis  country  and  that  sliould  be  at- 
tractive to  the  Congress,  In  the  President's  state  of  tlie  Union  message 
lie  s[>ent  a  lot  of  time  talking  about  environment  and  liow  we  can  in- 
ci'ease  the  quality  of  life  and  need  for  more  open  spaces. 

What  would  be  the  Farmer's  Union  position  if  we  were  able  to  put 
in  this  new  fiwm  bill  some  incentives  for  fai-mei-s  to  make  the  areas 
they  control  accessible  to  the  public  for  outdoor  recreation,  hunting, 
fishing,  camping,  this  sort  of  thmg  ? 

Mr.  Smith.  Well,  I  think  our  position  has  been  that  there  are  certain 
ai-eas  in  the  United  States  that  should  go  back  into  certain  things. 

Mr.  Bellmon.  Well,  now  wait.  I  am  not  talking  about  selling 
the  land  to  the  Government  or  using  it  for  scenic  purposes.  I  am  talk- 
ing about  a  farmer  who  ojierates  a  ranch  or  a  wheat  farm  or  a  feed 
grain  farm  who  is  willing  to  let  the  ])ubli<'  come  in  and  use  his  land 
compensating  him  for  this  service. 

Mr.  Ssirrii.  I  think  our  program  does  specify  that  we  are  for  adopt- 
ing  

Senator  Bellmon.  Where  is  this  ?  I  haven't  heard  it. 

Mr,  Smith.  That  is  in  our  national  policy. 

Sir.  Deciiaxt.  In  the  Farmers  Union  position  we  have  been  for 
rural  development. 

Senator  Bellmon,  Where  is  it  in  your  statement ! 

Mr.  Smith.  It  is  not  in  here,  sir. 

Mr.  Deciiaxt.  Well,  Senator,  we  have  confined  our — with  the  ex- 
ception of  one  item  which  we  will  get  to  in  response  to  Senator  Slil- 
ler"s  comment  about  limitation  of  payments,  we  have  pretty  well 
geared  our  presentation  here  today  to  the  coalition  farm  bill.  In  other 
words — - 

Senator  Belijion.  But  why  doesn't  the  coalition  take  note  of  this 
fact,  that  here  is  a  resource  that  is  available  and  it  is  attractive  to  the 
urban  dweller  and  the  urban  Congressman  and  it  is  very  salable. 

Mr,  Dechant,  Well,  I  don't  think  there  would  be  any  great  objec- 
tion on  the  part  of  the  coalition,  but  it  concerned  itself  primarily  to 
income  programs  and  to  coming  to  grips  simply  with  the  extension 
and  the  improvement  of  the  li)fi5  Fann  Act. 

Senator  Bellmon.  Well,  wouldn't  you  consider  this  to  be  an  im- 
provement of  the  farm  bill  and  wouldn't  it  help  the  farmer's  income 
if  we  could  get  some  payment  for  opening  up  his  acreage  to  the  public! 

Mr.  Deciiaxt.  Well,  Senator,  I  would  guess  offliand  that  the  coali- 
tion would  welcome  any  amendments  on  die  floor  from  the  committee 
to  do  anything  to  inoreasc  the  income  side. 

Senator  Bellmox.  Well,  coidd  we  get  from  the  coalition  an  expres- 
sion as  to  how  tliev  would  stand  on  an  open  acre  approach? 

Mr.  Deciiaxt.  Well,  most  wrlainly  tJie  Master  of  the  National 
Grange,  John  Scott,  is  going  to  have  the  coalition  Ijack  in  session,  and 
we  would  be  delighted  to  raise  this  matter.  Senator. 

Senator  Yoixg.  I  think  if  von  better  understand  Senator  BeI1mon*s 
position  you  would  favor  it.  I'^et  me  expand  on  it  a  little  bit. 

For  e.xainple,  on  i-etired  land,  if  the  farmer  was  paid  a  little  extra 
money  to  grow  some  feed  grain  for  wildlife  and  permit  hunting  <m 
that  land,  he  would  get  a  little  extra  payment. 
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Senator  Ccrtib.  Nonfanners. 

Senator  Yotjng.  Yes,  farmers.  I  think  this  is  a  program  that  would 
make  the  whole  piograin  much  more  [wpular  and  I  think  more 
acceptable. 

Jlr.  Deciiant.  Senator,  we  will  certainly  I'aise  it  with  the  coalition. 
I  might  sav  that  many  of  our  established  organizations  take  a  very 
enlightened  view  on  working  with  their  city  and  townspeople,  and 
many  of  our  States  advocate  programs  to  make  hmiters  welcome,  for 
example,  out  in  the  Midwest. 

The  Chairman.  AVell,  along  with  Senator  Bellmons  suggestion 
there,  it  strikes  me  that  we  ought  to  include  in  this  bill  that  on  any 
diverted  acres,  idle  acres  that  the  farmer  would  be  permitted  to  plant 
crops  not  in  surplus  or  crops  that  could  be  grown  on  whicli  a  profit 
could  be  made  and  thereby  reduce  the  payments  from  the  Government. 

That  in  a  large  measure  would  certainly  relieve  the  Government  of 
these  high  direct  payments. 

Xow,  whether  we  can  find  enough  crops  to,  not  in  surplus  to  grow 
on  that  remains  to  be  seen.  But  a  lot  of  people  talk  about  planting 
castor  beans  as  one  example.  We  don't  have  mucli  of  that  grown  here. 
;Vnd  it  might  be  profitable  to  do  it  in  some  areas  on  these  diverted 
acres,  let  tlie  fanner  plant  that  and  tliereby  i-ediice  the  direct  pay- 
ments from  the  Government. 

Senator  Miller,  Would  tlie  Senator  yield  at  that  point? 

Senator  Bellmox.  Mr.  Chairman,  may  I  proceed  with  my  question 
]ust  a  moment  ? 

In  the  projx>sal  that  has  come  from  tlie  Secretary  of  Agriculture 
on  page  53  he  has  a  lot  of  language  that  gets  to  this  point  I  am  talking 
about.  If  this  committee  or  if  the  Congress  could  agree  that  opening 
up  pri\-ately  owned  lands  to  public  use  is  a  service  that  the  Grovem- 
ment  ought  to  pay  for,  I  think  it  would  relieve  this  great  pressure 
tliat  private  owners  now  feel  from  urban  dwellers  to  use  private  lands 
for  i-ecreational  purposes.  It  would,  I  think,  give  the  Congress  reason 
to  increase  fimdnig  for  agriculture.  And  at  the  same  time  I  think  it 
would  increase  farmers'  income  substantially. 

Senator  Millkr.  That  goes  beyond  just  retired  acres. 

Senator  Bellmon.  That  is  right. 

Senator  Miller.  Tliat  includes  operating  farm 

Senator  Bellmon.  Yes ;  total  acres  of  the  farm. 

Senator  Miller.  Yes, 

Senator  Bellmon.  But  it  is  not  a  matter  of  buying  up  land.  It  is 
a  matter  of  making  multiple  use  of  privatelv  owned  lands.  And  I 
would  like  to  recommend  that  the  Farmers  ITnion  at  least  look  it 
over  and  if  you  like  it,  endorse  it.  And  if  you  don't,  perhaps  we  conld 
agree  on  some  amendment. 

Mr.  Dechant.  Senator  Bellmon,  we  will  take  a  look  at  it  and  we 
will  see  that  the  coalition  has  a  chance  to  look  at  it,  too. 

The  Ch.airman.  The  idea  would  be  to  make  use  of  the  property  in 
some  way  so  as  to  reduce  the  payments  from  the  Government  and 
thereby  reduce  the  overall  cost  of  the  program.  And  whether  you  do 
that  through  permitting  some  to  be  used  for  recreation  or  what  have 
you,  I  think  we  cnuld  also  attain  by  permitting  the  planting  of  crops 
not  in  surplus  on  some  of  this. 
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Senator  Milleb.  Would  the  Senator  yield  at  that  point!  I  hope  he 
means  not  in  surplus  or  substitutes. 

Tlie  Chairman.  Well,  whatever,  I  dont  care,  just  so  long  as  we  don't 
aggrnvat«  the  program  any  more  than  it  is  now. 

Senator  Miller.  Risht. 

Senator  Bellmon.  May  I  ask  an  additional  question,  please! 

The  Chairman.  Surely. 

Senator  Beixmon.  As  I  understand  the  statements  that  have  been 
made  here  by  the  representatives  of  the  coalition,  you  are  talking 
about  a  three-priced  program  for  wheat.  Now,  there  would  be  one 
price  for  wheat  that  is  used  for  food  domestically,  another  price  that 
IS  used  for  wheat  for  export,  and  a  third  price  for  wheat  tliat  is  for 
all  other  purposes,  for  feed  or  whatever 

Mr,  Smith.  Seventy  nercent  of  it  would  be  for 

Senator  Beli,:h(>n.  Tnen  as  I  understand  our  present  wheat  demand, 
i-ouglily  40  percent  of  the  wheat  we  grow  in  this  country  is  used  do- 
mestically for  human  food. 

Mr.  Smith.  Forty -three,  I  think. 

Senator  Bei.lmon.  And  roughly  the  same  amount  used  for  export. 

Mr.JoHNsoN.  Alittlemore,hopefully. 

Senator  Bellmon.  A  little  more.  It  depends  on  what  you  use! 

Mr.  Johnson.  Yes. 

Senator  Bellmon.  And  then  the  balance  of  it  is  for  feed  and  that 
goes  into  this  carryover.  What  would  the  tliree  prices  do  to  this  re- 
lation? Would  it  reduce  the  amount  of  wheat  that  we  need  or  what 
would  happen  under  your  proposal  ? 

Mr,  HMiTit.  Well,  on  the  basis  of  last  year's  formula  or  the  one  pro- 
posed for  this  year  1970,  43  percent  of  the  wheat  yield  would  be 
domestic. 

Senator  Bei.lmon.  Domestic  for  human  food  or  does  that  include 
wheat  we  feed  our  cattle  ? 

Mr,  Smith.  No  ;  that  is 

Senator  Dole.  That  is  all  domestic  use;  isn't  it?  That  is  everj-thin^! 

Senator  Curtis.  That's  the  amount  that  is  subject  to  the  certificate. 

Mr.  SMrrn.  Yes. 

Senator  Dole.  That  is  certificated? 

Mr,  Smitif.  Forty  percent  is  expected  to  go  to  export  and  then  17 
percent  would  be  the  balance  left  over  for  feed,  seed,  and  other. 

Senator  Bellmon.  Well,  now  it  seems  to  me  that  the  great  hope 
for  the  wheat  business,  and  I  am  a  wheat  farmer,  lies  in  increasing 
the  amount  of  wheat  that  is  fed  to  livestock.  TTie  feed  frrain  valne 
charts  I  have  seen  recently  show  that  when  com  is  woitJi  a  dollar 
a  bushel,  wheat  is  worth  $1.43,  and  as  more  cattle  and  hog  feeders 
learn  that  wheat  is  a  good  feed  grain,  it  seems  to  me  that  there  is 
an  opportunity  for  this  purpose,  and  I  would  hate  to  see  us  do  any- 
tliing  to  the  farm  bill  that  would  hurt  it. 

Now,  if  we  were  adding  to  feed  grain  I  don't  think  it  would  go  any 
higher  or  lower.  And,  tlierefore,  it  seems  to  me  there  is  an  oppoitunity 
now  to  grow  wheat  for  feed. 

Mr.  Johnson.  Senator,  vou  feed  some  livestock,  too,  1  take  it. 

Senator  Bellmon.  Sure  Ao. 
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Mr.  Johnson.  Well,  some  of  these  North  Dakota  farmers  that  just 
grow  wheat,  they  are  not  so  suie  they  want  feed  grain  price  for  it. 
But  to  get  bfW'k  to  tiie  basis  of  your  question 

Senator  Bellmon.  Now,  wait  a  minute.  They  won't  have  to  take 
feed  grain  prices.  If  they  choose  not  to  take  wheat  at  that  price  they 
can 

Mr.  Johnson.  Well,  you  raised  the  question  as  to  wliat  our  program 
would  do  to  increase  the  production  of  wlieat.  It  wouldn't  have  any- 
thir^  to  do  with  that.  Actually,  the  Secretary  of  Agriculture  now  is 
authorized  to  base  the  national  allotment  on  estimated  dwnestic  and 
export  requirements,  and  he  has  control  over  the  wheat  acreage  and 
what  is  produced. 

Xow,  the  program  is  voluntary,  of  course,  but  he  has  got  the 
national  allotment  divided  up  all  the  way  back  to  the  farm  Mid  spells 
out  the  details  of  the  program  and  gives  the  participants  in  the  pro- 
gram certain  ndvantagos,  the  domestic  certificate  and,  in  the  case  of 
our  program  an  export  certificate,  and  so  our  program  has  absolutely 
nothing — it  would  do  nothing  to  either  increase  or  decrease  production 
because  that  is  handled  in  a  different  way. 

Senator  Dole.  The  only  change  you  are  asking  is  for  the  export  cer- 
tificate; right? 

Mr,  Johnson.  And  it  woiddn't  make  any  difference,  also — that  the 
farmer  got  export  certificates  on  40  percent  of  his  wheat.  It  doesn't 
mean  that  amount  necessarily  would  be  exported  at  all.  This  is  just 
a  mechanism  for  deciding  how  to  reward  the  farmer  for  his  produc- 
tion. That  wheat  could  go  out  into  the  feed  use  if  economic  conditions 
were  such  that  they  would  attract  wheat  into  such  use. 

The  Chairman.  Well,  under  your  program,  though,  the  exports — 
the  payment  would  be  made  whether  wheat  is  exported  or  not. 

Mr.  Johnson.  Well,  yes,  sir.  Basically,  when  the  farmer  gets  his 
domestic  certificate,  he  doesn't  know  whetlier  that  wheat  was  consumed 
domestically  or  what  happened  to  it.  He  just  gets  a  certificate  on  43 
percent. 

The  Chairman.  All  right.  You  may  proceed,  sir. 

Mr.  Dechant.  Well,  Mr.  Chairman,  if  I  may  then  I  would  like  to 
present  the  president  of  our  Sonth  Dakota  Fanners  Union  who  will 
discuss  the  feed  grain  provisions  of  S.  3068,  Ben  Radcliffe. 

The  Chairman.  You  may  proceed,  sir. 

STATiaiEirr  of  ben  RADCLIFPE,  president,  south  DAKOTA 
FARHEES  TTNION,  HTJRON,  S.  DAE.,  ALSO  EEFRESENTINa  THE 
NATIONAL  FARMERS  UNION 

Mr.  Radcliffe.  Mr.  Chairman,  members  of  the  committee,  our  or- 
ganization recognizes  that  the  economic  welfare  of  both  feed  grains 
and  livestock  producers  are  irrevocably  tied  together. 

In  many  Western  States,  such  as  South  mkota,  livestock  now  ac- 
counts for  a  bigger  percentage  of  income  than  any  otlier  commodity. 
It  is  difficult  to  view  the  feed  grains  program  separately  because  it 
relates  directly  to  the  livestock  sector  of  agriculture  in  an  economic 
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We  fully  recognize  tlie  assistmice  of  Ihestock  pi-oducers  and  feeders 
that  the  feed  grtiins  pi-ogiani  lias  provided  particularly  in  regard  to 
stabilizing  tlie  price  of  feed. 

The  Nation's  farmers  badly  need  legislation  giving  them  stronger 
supply  control  as  well  as  bargaining  jwwer  riglits  such  as  labor  pos- 
sesses. However,  the  worsening  of  the  i)rice-cost  squeeze  bi-ought  on  by 
increasing  prices  for  almost  everythiiig  that  the  farmers  buy  calls  for 
immediate  improving  amendments  to  increase  tlie  income  of  feed  graiji 
producers  and  to  underpin  recent  increases  in  cattle  and  hog  prices. 
Therefore,  we  recommend  that  title  III  of  tlie  Ifcr*  act  be  amended  to 
(1)  increase  the  price-support  loan  rate  on  corn  to  $1.15  per  bushel, 
with  the  loan  rate  on  gram  sorghum  increased  in  the  same  ratio  to 
$1.57  per  hundredweight;  (2)  we  further  i-ecommend  tliat  the  payment 
for  com  and  grain  sorghum  be  increased  to  reflect  full  90  percent  of 
parity  price  and  tliat  the  payment  be  made  on  the  full  amount  of  tlie 
projected  yield  on  base  acres. 

If  these  changes  were  made,  the  payment  for  com  would  be  increased 
12  cents  per  bushel  to  42  cents,  bringing  the  price  on  the  pix>jected 
yield  on  corn  base  aci-es,  together  witli  $l.ir(  loan  to  $1.57  per  bu^el, 
which  would  be  90  percent. 

In  the  same  ratio,  the  jjaymcnt  on  gi'aiii  sorghum  would  be  increased 
26  cents  |)er  hundredweight  to  79  cents,  bringing  the  price  on  the  pifi- 
jected  yield  on  grain  sorghum  base  acres,  together  witli  the  $1.73  loan, 
to  $2.54-  ))er  hundredweight,  f'orresixinding  price  support  loan  bene- 
fits would  accrue  to  the  benefit  of  producers  of  barley,  oats,  and  rye 
and  would  raise  tlie  income  of  the  producers  of  these  commodities. 

We  sliotild  a!?^o  like  to  recoimnend  that  in  no  event  should  the 
farm-proje<;ted  yield  for  any  ci-op  of  feed  grains  for  any  year  be  re- 
duced by  more  than  5  percent  i>eiow  what  it  was  for  the  immediately 
preceding  crop  if  the  actual  yield  from  such  faim  was  reduced  as  the 
result  of  drought,  flood,  or  other  natural  disaster. 

In  closing,  ilr.  Cliainnan,  in  behalf  of  the  feed  grain  pixtdncing 
ineinl)ers  of  Farmers  I'nioii,  we  would  like  to  ex2>i'ess  our  support  of 
the  coalition  farm  bill,  S.  3068, 

The  Chaibmax.  Any  questions? 

Senator  I'otxo.  Yes,  .lust  one.  Would  you  raise  the  price  supjiort 
loans  for  barley,  onts,  and  other  feed  gi'ains ! 

Mr.  JoiiN-soN.  Yes. 

Senator  Yuixo,  You  would  raise  the  price  supjHirt  to  its  equivalent 
value  of  com  ? 

Mr.  Raocuffe.  I  believe  that  is  right. 

Mr,  .ToiiNSON.  We  have  a  statement  here  to  the  effect  that  corn  price- 
supiKirt  benefits  would  accrue  to  the  jiroducers  of  barley,  oats,  and 
rye.  Senator, 

Senator  Yoi-xn.  You  say  "benefits"  but  vou  don't  spell  out  the  com- 
plete projxtsal. 

Mr,  .Touxsox.  Well,  we  moan  that  whatever  you  did  for  com,  the 
other  commodities  would  be  carried  along  tlio  current  wav  that  ad- 
justments are  niiule  in  si-ftiiigthc  priie-supi»oit  level. 

Senator  Yoi-no,  That  is  all. 

Hie  CiiAiuirAN.  Wha(  do  you  think  would  happen  to  onr  produc- 
tion if  you  made  a  loan,  if  yon  rai.sed  the  loan  rate  from,  say,  i»0  cents, 
which  the  St'ci«tary  can  do  now,  to  $1.25 ? 
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It  stnkes  me  that  if  we  raise  it  in  that  manner,  you  liave  less  par- 
ticipation and  more  com  than  you  could  use, 

Mr.  Radcliffe.  Yes,  Senator.  I  think  tliere  is  a  balance,  peculiar 
balance  tliat  you  have  to  try  to  keep  in  mind  here  to  encourajre  par- 
ticipation of  the  program.  And  yet,  I  think  we  are  going  to  be  nnining 
into  trouble  if  we  are  not  indeed  in  trouble  now,  with  the  fact  that  you 
can  buy  corn  for  about  $1  a  bushel  out  in  the  country  and  hogs  are 
selling  for  28  cents,  and  too  cheap  a  feed  grain  is  going  to  encourage 
too  much  production  of  livestock,  and  so  tliere  is  a  (fouble-pixmged 
proposition  here.  You  have  to  bear  in  mind  you  have  to  keep  participa- 
tion and  yet  not  encourage  too  much  livestock  with  cheaj)  grain. 

Tlie  Chairm.an.  Well,  this  is  a  case  in  which  we  could  invit^  in  which 
we  could  use  the  formula  of  lowering  the  loans  and  increasing  the 
direct  payments. 

Mr.  Radcliffe.  Except  for  the  danger  of  encouraging  too  much 
livestock  production  if  com  prices  are  too  cheap.  This  is  a  basic  con- 
cern. 

The  Chairman,  Well,  I  doubt  that  it  will  become  that  cheap,  unless 
of  course  you  get;  the  big  farmer  to  produce  all  he  can  at  maybe  a  penny 
or  two  below  your  loan  rat«.  That  has  been  our  trouble. 

Gentlemen,  we  have  a  vote.  Suppose  we  go  and  vote. 

Off  the  record. 

(Discussion  off  the  record.) 

(Short  recess.) 

TTie  Chairman,  The  committee  will  please  come  to  order. 

You  are  through? 

Mr.  Radcliffe.  Yes,  I  am. 

The  Ch.\irman.  Yes.  Who  is  next? 

Mr,  Dechant.  Mr.  Chairman — Mr.  Naman. 

The  Chairman.  All  right, 

Mr.  Dechant.  We  would  like  next  to  present  our  views  on  cotton 
and  rice,  and  I  am  going  to  ask  the  president  of  our  Texas  Fanners 
t'nion.  Jay  Xaman,  to  address  the  committee. 

STATEMENT  OF  JAT  KAHIAN,  FRESTDEITT,  TEXAS  FAKMEK8  UITIOn, 
WACO,  TEX.,  AI£0  REFKESEirTINO  THE  NATIONAL  FAHUEItS 
UHION 

Mr.  Naman.  Mr.  Chairman  and  members  of  the  committee,  in  the 
interest  of  time,  I  think  I  will  summarize  the  statement  on  cotton,  and 
I  only  have  one  paragraph  on  rice. 

I  would  like  to  say  that  because  of  the  cotton  farmers  weak  position 
in  the  marketplace,  we  need  the  one-price  system  which  we  now  have 
for  cotton.  We  can  have  tliis  one-price  system  through  the  payments. 
We  have  supported  this  traditionally. 

In  contrast,  the  textile  industry  tends  to  administer  the  prices,  and 
they  seldom  pass  on  their  increases  and  spread  to  the  consumer,  and 
they  certainly  don't  give  the  farmer  ci'eait  for  higher  priced  gray 
goods. 

There  is  considerable  slippage  between  the  mil]  and  the  farmer  as 
well  as  between  the  mill  and  the  consumer. 
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A  i-ecent  publication  from  tlie  Department  of  Agriculture  shows 
tliat  gray  goods  have  gone  to,  the  spread  between  raw  cotion  and  gray 
goods  readied  an  alltime  high.  The  fact  remains  that  farmers  badly 
need  the  supply  management  programs  and  direct  payments.  The 
directpayments  are  most  necessary. 

Various  ideas  liave  been  promulgated  recently  to  enable  farmers  to 
produce  more  cotton.  One  of  these  proposals  which  we  feel  is  fallacioos 
18  the  idea  tliat  we  can  spread  the  payments  over  the  entire  acreagp.  We 
think  this  is  defective  oecause  it  would  thwart  supply  management 
and  stimulate  production  of  more  bales  and  therefore  further  depreee 
the  markets. 

Also,  we  question  the  idea  that  the  restrictions  on  transfers  of  allot- 
ments by  lease  and  sale  sliould  be  liberalized.  "We  have  no  problems 
with  shortages,  production  of  cotton  should,  we  think,  remain  in  tradi- 
tional growing  areas.  It  is  uneconomical  to  move  the  production  of 
cotton  and  the  industry  surrounding  the  production  from  area  to  area. 
A  re«ent  admin  istrati\'e  decision  by  the  Department  of  Agriculture 
repealed  the  intent  of  Conffi^ess  in  the  provision  of  the  1966  Agricul- 
ture Act  relating  to  the  alRwation  of  projected  yield.  This  is  causing 
extreme  hardship  in  the  counties  affected  by  adverse  weather.  We 
feel  that  the  projected  yield  concept  which  is  in  the  present  program 
should  be  retained  in  future  programs  and  consideration  snouhi  be 
given  for  abnormal  weatlier  factors. 

The  present  cotton  legislation,  if  adequately  funded  and  properly 
administered,  is  as  near  an  ideal  commodity  program  as  ever  conceived. 
It  would  operate  better  if  the  Secretarj-  of  Agriculture  would  exercise 
his  prerogative  to  restrict  production  through  mandatory  diversions 
and  to  increase  the  payment  for  vohmtary  diversions.  The  production 
payments  to  that  cotton  which  is  consumed  domestically  should  be 
increased  to  the  maximum  authorized  under  law. 

Mr.  Chaii-man,  we  wish  again  to  express  our  appreciation  to  you 
for  your  leadership  in  protecting  the  income  of  cotton  producers  under 
the  EUender  amendment.  We  hope  that  you  will  continue  to  stead- 
fastly adhere  to  this  concept  in  future  legislation. 

Now,  very  briefly,  1  would  like  to  touch  on  the  rice  program. 

The  Chairman.  One  minute  about  cotton.  Any  questions  on  ctrtton! 

Senator  Mii.i.kr.  I  had  one,  Mr.  Chairman, 

The  Chairman.  All  right. 

Senator  Miller.  Do  I  understand  that  you  support  the  present 
price  support  on  cotton  ? 

Mr.  Xaman.  Yes. 

Senator  Miller.  Tliat  is  65  percent  of  parity. 

Mr.  Naman,  No — well,  under  the  Ellender  amendment  the  price 
support  plus  the  iwiyment  on  iierniitted  acres  cannot  be  less  than  65 
|>ercent  of  parity. 

Senator  Mn.r.Eit.  Could  not  be  less.  Well,  now,  this  morning  there 
was  some  colloquy  around  the  table  about  the  00  percent  of  parity 
figure  as  Iteing  comparable  to  a  cut  in  the  minimum  wage.  And  if  you 
were  here  I  really  said  possibly  you  might  analogize  it  to  an  average 
wage  but  certainly  not  a  inininiuni  wage.  I  take  it  you  don't  agree 
with  that  niialogv, 

Mr.  Xamax.  No.  Well.  T  think 
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S«iator  Mti.i.kb.  Especially  when  you  couple  it  with  payments. 

Mr.  NAiiAS.  You  are  talking  about  a  minimum  and  you  are  talking 
about  price  support  plus  paymeaits. 

Senator  MiiiLER.  Well,  I  mean  the  analogy  that  was  drawn  was  the 
minimum  wage,  nobody  is  advocating  the  cutting  the  minimum  wage 
back  to  90  percent  of  the  minimum  wage  or  65  percent  of  the  minimum 
wage,  but  to  me  tliat  is  not  an  analogy  to  price  support,  and  certainly 
the  65  percent  of  parity  with  the  payments  could  be  analogized  to  a 
minimum  wage  under  the  same  theorr,  if  you  agreed  with  it. 

Mr.  'Samas.  Well,  as  I  understand  tlie  discussion,  it  was  related  to 
a  program  that  was  based  on  a  sliding  scale  of  85  percent  of  previous 
market  price,  whicli  would  reduce  the  price  support  15  percent  a  year. 
Someone  indicated  that  they  felt  that  this  was  compai-aole  to  a  reduc- 
tion, could  be  comparable  to  a  reduction  in  the  minimum  wage.  Well,  I 
would  agree  with  that. 

Senator  Milucr.  You  what? 

Mr.  Naman.  I  would  agree  with  that. 

Senator  Millek.  You  would  agree  with  it.  Well,  then,  if  you  would 
agree  with  it,  then  how  could  jou  support  something  which  would 
provide  for  65  percent  of  parity  m  the  lorm  of  payments  and 

Mr,  Naman.  I  am  falkmg  about  a  minimum.  'Hiat  is  the  floor. 

Senator  Miu,EJt.  That  is  right,  but  it  could  be  that. 

Mr.  Naman.  Well,  it  has  b^n  that. 

Senator  Miller.  Yes.  And  it  has  been  that.  But  you  still  support 
that. 

Mr.  Nauan.  We  support  higher  payments 

Senator  Miller.  I  know  but  you  support  that  as  a  minimum, 

Mr.  Namax.  That  is  correct. 

Senator  Milux.  And  even  though  that  it  is  in  the  law  now  and  that's 
been  the  way  it's  been  working,  you  still  support  it  because  it  gives  the 
opportunity  for  an  improvement  later  especially,  but  that  is  a  sort 
of  a  floor,  is  it  not? 

Mr.  Naman.  Well,  we  were  hoping  that  the  Secretary  of  Agriculture 
in  his  wisdom  would  increase  it  above  that. 

Senator  Miller.  That  is  right,  but  in  any  event  you  ha\e  the  assur- 
ance that  that  is  a  floor. 

Mr.  Naman.  That  is  correct,  and  we  want  to  keep  that. 

Senator  Miller.  And  you  know  that  amounts  to  65  percent  of  parity. 
You  wouldn't  analogize  it  to  the  minimum  wage,  a  cut  in  the  minimum 
wage,  would  you  ? 

Mr.  Naman,  I  think  we  are  talking  about  two  different  things, 
Senator. 

Senator  Miller.  I  think  we  are,  too,  and  that  is  wliy  I  say  I  don't 
think  this  is  analogous. 

Mr.  Naman.  You  asked  me  if  I  agreed  with  this  other  liypothesis, 
and  I  said  I  did. 

Senator  Miller.  Yes,  but  I  was  thinking  that  perhaps  you  didn't 
because  of  your  position  on  this  cotton  program. 

Mr.  Naman.  Well,  I  don't  get  the  relationship  between  these  two 
issues  that  we  are  talking  about. 

Mr.  Dechant.  In  fact.  Senator,  I  would  like  to  say  as  the  chair- 
man knows  from  our  longtime  testifying  before  his  committee  the 
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Farmers  Union  traditional  position  is  100  percent  of  parity  for  all 
commodities. 

The  CiiAiRjiAx.  Tlie  difficuUv  was  to  keep  the  parity  concept. 

.\fr.  IJeciiant,  Yew. 

Tlie  CiiAiRMAjf.  Tliat  is  why  I  put  tliat  in  this. 

Mr.  I  )kci  tANT.  That's  the  idea.  It  is  a  floor. 

The  CiiAiKMAX.  That's  right,  as  a  floor. 

>ieiiat<>r  MiLuat.  I  so  uiidei'stand.  Hut  it  would  be  my  thought  that 
if  we  wore  to  analnjrizc  it  to  the  niininmin  wage — and  I  doirt  think 
we  (ran — that  you  would  have  to  emphasize  100  percent  of  parity, 
but  since  you  don't  emphasize  100  percent  of  parity,  since  you 
would  like  to  ha^-e  it  but  you  understand  that  65  percent  is  a 
floor,  that  the  analoi^y  to  the  minimum  wage  is  really  out  the 
window.  We  would  like  to  liave  everybody  have  the  average  wage  in 
this  country,  hut — well,  I  wouldn't  say  we  would  like  everybody.  We 
Avould  like  to  have  no  less  than  the  average  wage  in  this  country.  But 
to  sugfjest  that  the  niininium  wage,  which  is  way  down  below  tiiat,  is 
analogous  to  6.'i  pei-cent  of  parity  1  don't  tliink  stands  up.  That  was  the 
point  I  wanted  to  make. 

Senator  Curtis.  May  I  ask  a  couple  of  questions  ? 

The  CiiAiRSEAN.  Yes,  Senator. 

Senator  ('ubtlh.  I  don't  know  anj-thing  about  your  cotton  program. 
Do  you  have  mandatory  aci'eage  limitation  ? 

tit.  Xaman.  Yes,  sir.  It  tends  to  be  a  voluntary  program  because 
there  are  some  excess  acres  that  can  be  planted  for  export  only,  but 
we  do  ha\e  marketing  quotas  and  wo  do  have  a  mandatory  prc^jram 
for  cotton. 

Senator  Cirtis.  All  right.  Now,  what  pei-cent  of  your  total  pro- 
duction is  used  domestically? 

Mr.  Naman.  Well,  theoretically,  it  is  supposed  to  be  65  percent.  At 
leiist  this  is  what  is  oonsidei-ed,  this  is  what  has  been  considei-ed  tra- 
ditionally as  what  we  ho|>e  to  e.vix>rt.  Unfortunately,  we  have  not 
l>ecn  able  to  do  that.  This  past  year  we  exported  a  little  over  2  million 
bales,  the  lowest  in  history.  We  use  domestically,  about  8.5  million, 
1  Itelieve,  something  le^^sthan  nine.  This  is  very  bad.  And  of  course  the 
I'carion  for  this  is 

Senatfu-  (  'irtis.  Is  that  l)ecause  of  carrj'over  ? 

Mr.  Xaman.  No,  The  reason  for  this  has  l)een  woi'ld  production 
plus  the  accclenited  u^e  of  synthetics. 

The  Chairman-,  Well,  as  I  ix'call  for  the  first  time  in  our  history, 
I  think  -i  veal's  ago  there  was  more  inan-made  fiber  used  by  textile 
mills  than  cotton.  This  last  year  it  was  — now  this  last  year,  in  1909, 
imly  4(1  pen-enf  of  cotfcm  is  used  and  al>out  60  pei-cent  man-made.  So 
the  iji-ognim  that  wo  have  now  hasn't  worked  out  as  we  anticipated.  As 
a  matter  of  fact.  1  opixised  tlitit,  if  you  recall,  and  did  all  I  could  to 
give  the — to  let  the  pi-ognim  go  on  as  it  was;  that  is,  the  one-price 
system — two-pricti  .'iystein. 

ifr.  Xamax.  Two-juice  system. 

The  Chairman,  .'^o  that  textile  mills  would  carry  more  of  the  load. 
Well,  of  cnui-se.  I  got  Ix'at  on  that  badly,  and  the  use  of  cotton  today 
with  the  one-price  system.  Morld  j)rice  system  has  decreased  instead 
of  going  np  as  the  millei-s  said  it  would.  And  the  cost  to  the  con- 
simier  has  gone  up.  And  the  one  holding  the  bag  is  Uncle  Sam.  And 
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frankly  speaking,  I  don't  know  how  we  can  justify  maintaining  the 
same  minimum  acreage  we  have  got  now  with  the  high  cost  of  this 
program.  We  are  going  to  liave  to  take  some  cut  somewhere  as  to 
cotton.  Now,  where  tliat  is  going  tx>  be  I  don't  know,  but  I  want  to  be 
perfectly  frank  in  saying  that  the  minimum  acreage  we  now  have  of 
16  will  have  to  be  cut  somewhere.  And  reduce  the  16  million  to  prob- 
ably 15  million  or  maybe  15^00,000  acres. 

Sir.  Naman.  Well,  of  course,  we  are  hopeful  tliat  we  can  turn  this 
thing  around,  compete  better  with  synthetics,  and  increase  our  utili- 
zation. 

The  CiiAotMAN.  How  f  How  are  you  doinp  it  ?  You  are  going  down 
and  down  and  down.  I^st  veiir,  as  it  was  just  said,  only  40  percent 
of  the 

Mr.  Naman.  Here  is  a  chart  right  here. 

Tlie  Chairman.  Well,  we  will  put  the  chart  in  the  record.  But  it 
shows  a  continuous  decrease  of  the  use  of  cotton  even  though  we  had 
the  world  price,  you  see. 

Now,  here  we  have  had — the  record  will  show  that  the  proponents  of 
this  one-price  system  said  that  the  usage  of  cotton  would  be  from 
900,000  to  a  million  bales  higher  but  instead  it  has  gone  down  to 
8,100,000  bales.  It  has  not  worked. 

Mr,  Naman.  Price  has  not  been  the  factor  because  I  think  it  is 
generally  conceded  we  could  give  the  cotton 

The  Chairman.  Wliy,  you  could  give  it  to  them,  certainly. 

Of  course,  the  price  has  gone  down  also,  and  this  program  is  cost- 
ing the  Government  now  around  a  billion  dollars  a  year.  And  I  don't 
know  that  we  can  justify  that.  I  am  perfectly  frank  in  saying  that,  al- 
though I  come  from  a  cotton  State,  we  can't  afford  such  an  expensive 
program  with  the  textile  mills  not  cooperating  more  than  they  are. 

Mr.  Naman.  Well,  I  think  that  we  have  got  to  decide  whether  or  not 
we  are  going  to  have  a  cotton  industry  in  tliis  country  and  whether 
it  is  worth  the  $001  or  so  million  that  it  is  costing.  There  is  no  ques- 
tion hut  wliiit  fanners  cnirt  produce  it  and  sell  it  profitably  on  the 
world  market  at  world  market  prices. 

Tlie  Chairman.  I  agree  with  that, 

-Senator  Clrtis.  FLxcuse  me,  Mr.  Chairman. 

The  Chairman.  And  tlie  idea  that  I  have,  can  we  afford  to  continue 
a  program  that  is  so  costly?  In  my  opinion,  we  are  bound  to  cut 
back  on  the  minimum  acres. 

Mr.  Naman.  Mr.  Chairman,  If  we  don't,  these  cotton  acres  will  be 
utilized  in  some  other  crop.  They  are  going  into  Federal  grains; 
they  are  going  into  soybeans,  and  this  creates  problems,  too. 

The  Chairman.  AVell.  I  uiider,stand  that.  hut- 
Senator  Miller.  Well,  this  ties  in,  Mr,  Chairman,  I  think  with  the 
textile  imjKirts,  too. 

The  Chairman.  Well,  yes,  hut  imports — the  imports  are  not  as 

Senator  Mii-lkr.  If  .Senator  .Tordau  wei-e  hero,  I  think  he  would 
be  able  to  reflect  the  position  of  tlie  textile  mills;,  .some  of  which  are 
closing  down  because  of  textile  imports. 

The  CiiAiiiMAN.  We!!,  there  are  very  few  of  them,  maybe  the  old 
mills  are  closing  down,  but  what  has  happened  is  tliat  the  new  mills 
have  i)een  constructed.  And  the  only  real  competition  that  the  tex- 
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tile  mills  have  is  here  in  oui-  own  i-oiiiitrv  niiioiig  themselves.  That 
is  where  the  i-eal  competition  comes.  And  1  feel  that  tlie  textile  mills, 
since  we  gave  them  this  one  price  system,  sliould  certainly  cooperate 
witli  ns  in  nsing  more  cotton.  That  is  what  they  ought  to  do,  but 
they  haven't  done  that.  They  are  using  synthetic  instead. 

Senator  ? 

Senator  Ctnrrs.  I  guess  ne  have  to  \ote  but  I  will  just  clear  up  the 
one  question. 

■Wiien  your  experts  fall  below  wliat  you  anticipate,  what  happens 
to  that  cotton?  Do  you  have  a  carryover?  That  was  mv  question- 
Mr.  N.\MAN.  The  cari-yover  this  year  will  be  6  million  bales.  That 
i.s  I  think  considered  the  lowest  canyovei-  in  history.  It  is  the  low- 
est carryover 

The  Chairman.  Oli,  no,  no, 

ilr.  Xaman.  Six  million  bales,  down  one-lialf  million  from  last 
year. 

The  Ciiairmax.  When  this  program 

ilr.  Xaman.  Smallest  carryover  since  1953. 

The  CiiAiRMAx.  When  this  program  went  into  effect,  we  had  a 
carryover  of  over  16  million  bales.  And  the  idea  was  to  reduce  the 
carryover  and  we  succeeded  in  doing  that  at  quite  large  cost  to  the 
Government. 

Senator  Curtis.  Are  we  going  to  resume  after  this  vote  ? 

The  Chairman.  Yes.  But  it  strikes  me  that  stHuething  will  have  to 
be  done  with  the  minimum  acrea^.  I  don't  believe  that  the  Congress 
will  go  for  it.  But  in  any  event  we  might  consider  some  alternatives 
in  probably  making  use  of  the  diverted  acres  by  planting  crops  that 
are  not  in  surplus.  And  if  that  can  be  done,  and  let  the  minimum  acres 
remain  but  aU  of  it  cant  be  planted  in  cotton.  Something  will  have 
to  be  done,  because  if  you  don't  do  it,  our  surplus  will  just  go  on  up 
and  up  and  up  until  we  will  have  so  much  we  simply  can't  carry  it. 

Senator  Millesl  Can  you  tell  us  what  percentage  of  total  cotton  pro- 
duction is  from  noncompliance  operators  ? 

The  Chairuan.  None, 

Mr.  Xaman.  Well,  yes,  there  was,  I  think  out  of  260  million  export 
acres,  there  was  some  planted  last  year.  1  don't  remember.  It  was  very 
little. 

The  Chairman.  Tliat  is  only  sold  abroad  but  I  mean  on  the  do- 
mi'^tic  von  donthavo. 

-Mr.  Xaman.  Xo,  none. 

The  Ciiaikman.  Xone.  Because  it  is  all  controlled.  You  see  this 


Senator  JIiller.  Yes,  but  for  exi>ort 

Mr.  Xamax.  Bonded  for  export  I  think  there  was  a  small  acreage. 

The  Chairman.  We  will  be  right  back. 

(Short  recess.) 

Senator  Dolk  (i)residing).  T^fs  pmceed,  gentlemen.  I  will  stand  Ir 
for  the  chairman. 

We  will  save  some  time  if  we  proceed.  We  will  reserve  the  right  for 
every  meml>er  to  quest  ion  the  wit  nes.s. 

3Ir,  Naman.  I  was  just  going  to  make  a  statement  for  rice  and  that 
was  at  the  <'<>nclusion  of  mv  statement. 
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Senator  Dole.  Fine. 

Mr.  Nahan.  The  farmers  union  favors  continuation  of  the  present 
rice  program  with  increasing  price  support  to  100  percent  of  parity. 
We  recommend  that  the  export  market  be  preserved  and  necessary 
export  payments. 

In  addition,  we  want  to  protest  the  15-percent  reduction  in  rice 
acreage  which  was  ordered  for  1970  without  compensating  improve- 
ments in  price  supports. 

And,  Mr.  Chairman  and  members  of  the  committee,  we  have  greatly 
appreciated  the  opportunity  to  appear  before  you  today.  If  there  are 
any  questions  on  this,  I  would  be  happy 

Senator  Dole.  Since  there  may  be  some  questions  on  the  rice  and 
cotton  provision,  we  will  proceed. 

Mr.  Naman.  Yes,  sir. 

Senator  Dole.  We  can  ask  questions  on  any  iK>rtion  of  your  testi- 
mony. You  will  still  be  present  ? 

Mr.  Naman.  Yes. 

Mr.  Dechant.  Mr.  Watson  is  president  of  our  Illinois  Fanners 
Union,  Mr.  Chairman. 

STATEKEHT  OF  KATKOITO  J.  WATSON,  FBESISENT,  ILLINOIS 
FABXERS  UNION,  SPBINailELD,  ILL.,  ATJW  SEFRESENTINa  THE 
NATIONAL  FABHEBS  TTNION 

Mr.  Watson,  Mr.  Chairman,  members  of  the  committee,  my  name 
is  Raymond  J.  Watson,  president  of  the  State  of  Illinois  Farmers 
Union.  I  am  a  grain  farmer,  I  own  240  acres  and  I  fann  another  140 
acres.  I  plant  all  the  grain  and  I  harvest  it  all  myself. 

We  would  like  very  much  to  conmiend  the  action  of  the  Farm  Coali- 
tion Committee  in  recommending  a  program  of  acreage  diversion  for 
soybeans  and  flaxseed  when  oversupply  threatens  to  weaken  market 
prices. 

It  is  our  recommendation  to  the  committee  that  the  Food  and  Agri- 
culture Act  of  1965  be  amended  to  authorize  tlie  Secretary  of  Agricul- 
ture to  administer  an  acreage  diversion  program  for  any  year  that  the 
combined  stocks  including  meal  and  oil  bushel  equivalent  (CCC  owned 
farm  resale  and  commercial)  exceeds  150  million  bushels  as  of  Au- 
gust 31  or  15  percent  of  the  previous  year's  utilization  whichever  is 
less.  Such  a  provision  would  provide  that  an  acreage  diversion  pro- 
gram would  be  in  operation  only  if  it  is  needed.  The  Secretary  should 
be  authorized  to  make  acreage  diversion  payments  comparable  to 
feed  grain  program  payments  so  as  to  reduce  acres  by  such  an  amount 
as  wnl  result  in  holding  flaxseed  and  soybean  stocks  for  the  succeed- 
ing year  to  within  the  aw)ve  limits. 

The  amendment  to  the  1965  act  should  authorize  the  Secretary  to 
establish  the  procedure  for  individual  farm  diversion,  including  the 
setting  of  base  periods,  relating  to  acreage,  yield,  and  otiier  produc- 
tivity factors  as  necessary  to  mamtain  prwluction  within  the  limits  set 
forth  above. 

Wo  recommend  that  the  amendment  also  provide  that  in  any  year 
when  an  acreage  diversion  program  is  in  operation  the  Secretary  shall 
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set  tlitt  price  su|>j)oi-t  luvel  for  pi-ograni  iiai'tici pants  at  not  less  than 
7ii  i>en'i'ut  of  pai'ity. 

V\'e  iiet'd  i-np|>ly'  iiiaiiagi'iiient  on  sovIk'hus  l)Wiiiise  we  net>d  to  raise 
furiii  iiicoiiie,  Wp  hii\e  an  oversiiijply  of  so_vI)ciiiis.  We  have  over  9.5 
times  its  imicli  rioyl)eaii  i-ai'rvover  as  \v(*  had  4  yeai-s  afro.  In  1966  the 
3oyl»pan  carrvoveV,  as  of  Ser»teiuber  1,  was  :{«  million  bushels.  Tlie 
SepteiiilxT  l."l!)70  cairyover  is  estimated  to  l)e  347  million  bushels. 

Thank  yoti  vt'rv  imich  for  tliP  opportunity  to  appear, 

Tlie  ( 'li.viKMAN'.  AVIiat  is  your  solution  t 

Mr.  Watkox.  Supi>]y  maiiaeement  for  soybeans. 

ThoCiiAiitMAX.  Arpy()iiatn*ofatin4;acren(recoiitit>Is? 

ilr.  ^^'ATS<>N.  Yes,  sir. 

The  ("nAritMAx.  I  predicted  that  would  liiippeii  unless  .something  was 
done.  I  don't  R-e  how  we  could  yi\e price  supports,  continue  price sup- 
lK>rtH  uiik's.s  \ou  have  some  kind  of  acreajre  controls. 

Mr.W.vTS<")x.Ki}rht. 

The  CiiATitMAx,  Yes,  sir? 

Senator  Beij.mox.  Mr.  Chairman,  I  have  a  question  of  Mr.  Kaman 
that  I  didn't  get  to  ask  before  we  left  him. 

Really,  there  are  two  questions.  In  the  first  place  in  our  State  veij 
often  we  don't  get  our  cotton  out  until  after  the  first  of  the  year  aM 
these  loans  mature  the  first  of  July.  Is  there  any  feeling  on  your  part 
about  arraufriny  an  anniversarj'  loan  ? 

Mr.  Xamax.  Yes,  Senator.  As  a  matter  of  fact,  we  support  the  anni- 
versary loan  concept.  AVe  think  that  this  will  permit,  farmere  to  market 
their  crop  in  an  orderly  manner  and  avoid  catalog  sales  on  the  Cc»q- 
modity  Credit  Corijoration.  We  are  for  at  least  a  14-monlJi  anniversary 
sale  piogram. 

Senator  Beu-mon'.  OK.  Now,  then,  the  other  question.  In  our  State 
we  have  a  lot  of  historic  cotton  areas  where  the  cotton  farmers,  I  think 
to  be  candid,  would  like  to  get  out  of  the  business,  lliese  are  dryland 
cotton  areas  where  production  is  low  and  insect  control  is  expensive 
Do  you  have  any  suggestions  as  to  how  we  can  help  these  people  phase 
out  of  the  cotton  business  ? 

Mr.  Naman.  Of  course,  we  have  a  program,  transfer  of  allotments 
by  lease  ajid  sale.  We  think  it  has  been  a  good  program.  It  hasn't 
created  any  hardships.  It  hasn't  caused  abrupt  movements,  but  at 
the  same  time  it  does  permit  fanners  to  vote  in  a  county  to  transfer 
their  acres  by  lease  or  sale  and  this  by  and  large  has  woriced  satisfac- 
torily in  Texas, 

Senator  Beixmox.  T>o  you  propose  that  they  might  transfer  these 
allotments  back  to  the  (government,  sell  them  back  ? 

Mr,  Namax.  AVe  like  the  release  and  reapportionment  program  very 
well.  In  fact,  we  weren't  the  champions  or  this  concept  of  transfer  of 
allotments  by  lease  and  sale.  We  thought,  that  the  release  and  reappor- 
tionment program  was  good. 

Senator  Bkij.mox.  Well,  now,  since  we  have  an  oversupply  of  cotton 
from  the  other  te-=!timony  you  have  given,  why  should  we"  apportion 

them  ?  Why  not  turn  them  ijiack 

Mr.  Namax.  Sell  them  ? 

Senator  Bklljiox.  Sell  people  back  to  the  Govemment. 
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Mr.  Xaman.  You  mean  just  sell  the  allotments? 

Senator  Bellmon.  And  get  rid  of  them. 

Mr.  Naman,  Well,  we  don't  Iiave  any  strict  policy  on  this.  I  would 
have  no  objection  in  tliose  counties  that  vote  tor  sale.  The  tlieory  is, 
the  principle  is  that  if  a  county  is  going  out  of  the  cotton  business, 
which  means  that  the  processor  or  the  ginner  is  no  longer  tliere,  the 
compress,  the  supply  is  inadequate  for  the  compieSH,  then  the  farmers 
have  the  opportunity  to  vote  to  move  the  cotton  out  of  the  county. 

"We  think  that  it  should  be  done  by  referendum,  and  it  might  he  well 
for  us  to  consider  a  svstem  which — if  the  farmers  in  the  county  vote 
for  transfer  out  of  the  county,  that  they  might  also  have  the  priv- 
ilege of  selling  it  to  the  Government  as  well  as  to  farmers  in  another 
pan  of  the  State. 

The  Chairman.  Going  to  the  rice,  going  to  the  rice  progi-am 

Mr.  Namax.  Yes. 

The  Chairman  (continuing).  Did  you  suggest  any  change  in  the 
minimum  acreage  ? 

Mr.  Xamax.  Xo;  I  didn't,  Senator.  I  suggested  that  this  15  [>ercent 
cut  was  very  damaging  and  created  some  hardships  for  us,  particu- 
larly since  we  just  Iiad  an  increase.  And  farmers  tooled  up  for  the 
increase.  Then  they  were  cut  and  there  were  no  assurances  of  main- 
taining income  in  terms  of  higher  price  support. 

The  Chairman.  But  you  are  still  200,000  aci-es  over  the  minimum 
acres  provided  in  the  law. 

Mr,  Naman.  Yes.  I  didn't  touch  on  that  in  my  statement. 

The  Chairkan.  Now  I  understand  you  are  also  providing  for  a 
hundred  percent  parity  - 

Mr.  Xaman.  Right. 

The  Chaikman  (continuing) .  On  all  production. 

Mr.  Naman.  Well,  we  feel  that  the — in  the  past  we  have  used  the 
export  subsidy  and  the  Public  Law  480  to  mo\e  rice  out  into  the  world 
markets.  We  think  this  is  very  helpful,  and  we  think  this  program 
should  be  funded  adequately  so  we  can  do  this. 

The  Chairman,  Well,  is  it  a  hundred  percent  domestic  consumpticm 
or  all  of  the  rice  produced  ? 

Mr,  Naman.  Well,  our  proposal  is  that  this  hundred  percent  of 
parity  be  included  on  all  rice.  Of  course,  what  is  put  into  export  will 
have  to  be  done  through  subsidy  or  through  Public  Law  480. 

The  Chairman.  Well,  since  we  consume  only  about  40  percent  of  our 
production,  have  you  figured  out  the  additional  cost  to  the  Govern- 
ment of  your  proposal  ? 

Mr.  Naman.  No,  I  haven't.  I  don't  know 

The  Chairman.  Well,  I  think  it  might  be  important  to  do  that,  and 
if  you  can  put  it  in  the  record. 

Mr.  Naman.  Yes. 

Mr.  Dechant.  Wb  will  have  something  for  the  record,  Mr.  Chair- 
man. 

Estimate  of  Cost  of  Parity  for  Hice 

Based  on  83.5  million  hundredweight  production  in  1970;  35.5  mil- 
lion hundredweight  for  domestic  consumption;  48  million  hundred- 
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weiglit  for  export ;  the  cost  of  the  rice  program  at  the  designated  levels 
of  parity  is  estimated  as  follows : 


The  Chairman.  All  right ;  any  further  questions  ? 

Senator  Miller.  I  woifld  like  to  ask  a  questiMi. 

The  Chairman.  Senator  Miller. 

Senator  Miixer.  Mr.  Watson,  in  yonr  testimony  you  say  tliat  this 
pi-ovisioii  regarding  soyabeans  and  flaxseed  as  far  as  Uie  acreage  divert 
sion  pmgram  would  be  in  operation  oidy  if  it  is  needed.  Hie  ^cretary 
slwiild  be  authorized  to  make  acreage  diversion  payments  and  so  on. 
But  the  bill  itself  says  that  whenever  the  total  combined  stocks  of 
soybeans  and  flaxseed  of  the  Commodity  Credit  Corporation  exceed 
150  million  busliels  or  exceed  by  15  percent  or  more  the  number  of 
bushels  of  such  commodities  utilized  in  the  immediate  preceding  year, 
he  sliall  formulate  and  carry  out.  So  it  is  mandatory,  not  just  auth«- 
izing  him.  but  it  is  mands^ry.  And  I  am  wxmdermg  to  gear  your 
language  in  your  statement  in  with  the  bill  if  instead  of  making  it 
maudatorj-  on  liim  it  should  read :  '"He  shall  be  authorized  to  formulate 
and  carry  out."'  because  I  can  imderstand  how  it  is  difficult  to  draw  a 
line.  You  have  drawn  the  line  at  150  million  bushels  or  the  15  percent, 
but  certain  market  forecasts  might  indicate  that  perhaps  the  line 
should  l)e  drawn  higher.  And  I  am  wondering  if  it  wouldn't  be  bettra* 
to  authorize  him  rather  than  to  mandate  him  to  put  a  program  tike 
this  into  etfect. 

Mr.  Watson.  Well,  we  have,  Senator,  9,5  times  as  many  soybeans  aa 
we  had  4  years  ago.  I  tliink  there  is  a  real  need  that  maybe  it  should 
e\en  be  lower,  dowii  to  a  hundred  million  busliels. 

Senator  Miller,  Well^  whatever  you  determine  tlie  line  to  be,  whv 
wouldn't  we  authorize  him  rather  tlian  to  mandate  him  to  do  that!  1 
would  think  that  with  his  finger  on  the  pulse  beat  so  to  sjieak  of  the 
market  he  might  Itetter  be  given  the  discretion  rather  than  tlie  direc- 
tion to  put  such  a  program  into  effect.  Suppose  instead  of  150  million 
Im.'thels.  it  is  152?  I  iinderstflud  the  difficulty  of  drawing  a  line.  My 
<mlv  point  is  that  ]>erhaps  the  language  ought  to  read  he  shall  be 
autliorized  wljich  is  about  what  your  language  in  TOur  statement  vros 
rather  tlian  mandate  him. 

Sir.  Johnson".  Senator,  tliere  u^ied  to  be  an  aihniiiistrator  around 
Govenunent  about  20  years  ago,  that  one  day  said  to  a  group  of  folks 
that  were  \isitiiig  his  office  that  he  would  prefer  to  have  some  con- 
gre.ssional  anchor  points  in  the  legislation  that  he  administered  tJian 
to  l>e  given  so  much  latitude  that  he  would  have  to  shoulder  so  much 
responsibility,  i^esponsibility  that  might  get  him  in  trouble  with  the 
Congress  aud  with  the  i)eople  served  by  the  agency. 
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If  the  level  of  ihe  acreage  diversion  prc^ram  here  is  in  the  wisdom 
if  this  committee  in  need  of  aome  adjustment,  why  we — ^not  speaking 
or  the  coalition  but  speaking  for  the  Farmers  Union— we  would  fe 
niided  by  your  good  judgment  in  this  matter.  But  we  feel  that  it  is 
loing  the  Secretary  an  injustice  to  hand  him  a  package  of  legislation 
hat  shoulders  upon  him  and  his  Department  all  of  these  decisions  that 
lave  to  be  made  in  regard  to  farm  programs.  We  think  we  would  be 
knng  him  a  favor  if  we  gave  him  a  nttle  direotifn  and  we  would 
>cme  that  you  would  concur  with  that  conclusion. 

Senator  Miller.  Well,  you  see  the  position  that  would  put  me  in 
iroold  be  that  I  do  believe  in  a  certain  amount  of  flexibility  for  the 
Secretary  of  Agriculture,  because  I  think  we  all  understand  that  there 
ue  many,  many  different  factors  involved- — the  outlook  for  exports, 
lie  outlook  for  substitutes,  the  outlook  for  other  types  of  feed,  and 
m  order  not  to  mandate  him  to  do  something  which  might  be  un- 
ksirable  it  would  aeem  to  me  you  would  almost  have  to  set  a  very 
•oA  ceiling  and  then  authorize  him  to  do  something  at  a  certain 
xuing,  mandate  him  to  do  something  at  another  ceilmg.  As  I  say, 
[  understand  how  difficult  it  is  because  we  have  been  through  the 
problem  of  drawing  lines,  and  it  is  one  of  the  most  controversial  things 
m  have  to  do  in  the  Congress.  My  point  is  that  for  a  trial  we  might 
inthorize  him  rather  than  mandate  him.  And,  of  course,  I  think 
»e  ought  to  find  out  what  he  has  to  say  about  it,  too.  I  don't  know 
irhether  this  particular  Secretary  would  want  to  be  mandated  or 
WDold  rather  have  a  little  discretion  in  the  matter.  I  think  we  ought 
to  take  that  into  account,  too. 

Mr.  Johnson.  Well,  Senator  Miller,  this  program  that  was  pre- 
Bmted  here  by  Mr.  Watson  is  the  program  that  the  coalition  came 
Dp  with  after  much  thought,  and  we  submit  it  to  you  on  that  basis 
for  whatever  you  would  like  to  do  with  it,  sir. 

Mr.  Dbchant.  May  I  speak  to  that  for  a  moment ! 

Senator  Miller.  Surely. 

Mr.  Dbchant.  We  were  somewhat  concerned  that  in  putting  to- 
g^er  the  proposals  that  were  sent  up  by  the  Department  of  Agri- 
culture there  were  82  explicit  authorizations  left  to  the  discretion 
of  the  Secretary.  We  can't  remember  any  bill  ever  that  asked  for  a 
Secretary  to  be  burdened  with  having  to  make  82  decisions  if  the 
proposal  were  to  be  enacted.  This  is  a  very  difficult  situation  for  any 
Secretary  of  Agriculture,  whoever  he  may  be. 

The  Csairhan.  Any  further  questions  ? 

Who  is  next? 

Mr.  Dechant.  Mr.  Chairman,  I  would  like  then  to  introduce  the 
president  of  our  Kebraska  Farmers  Union,  Mr.  Elton  Berck,  to 
liscnss  the  consumer  protection  reserves,  the  need  for  bargaining  au- 
thmity,  and  the  cropland  adjustment  program. 

Senator  Cdhtis.  Mr.  Chairman,  may  I  be  recognized  briefly!  I 
iroiild  like  to  have  the  record  show  that  Mr.  Berck  is  one  of  our  very 
iighly  respected  citizens  and  farm  leader  in  Nebraska.  He  is  well 
respected  by  farmers  in  and  out  of  his  organization.  And  by  other 
irranizations  and  other  leaders  as  well  as  the  nonfarm  commimity, 
ma  I  am  delighted  that  he  can  be  here  and  present  his  testimony. 
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STATEHEBT  OF  ELTOH  BEBCE,  FBESIDENT,  IEBRASK&  FABmM 
TTinOH,  LINCOLN,  NEBE.,  ALSO  SEFRE&ENTINO  THE  NATIONAL 
FABMEBS  UNION 

Mr.  Berce.  Thank  you,  Senator. 

Mr.  Chairman  and  members  of  the  ccnnmittee,  I  recollect  with  pkH- 
ure  the  courtesy  and  longsuffering  patience  with  which  the  chsinnu 
and  members  of  the  committee  have  listened  to  my  presentaticHis  is 
times  past.  And  I  will  proceed  with^our  peimissicHi  by  sumnuiuiDg 
as  rapidly  as  possible  three  separate  titles  of  S.  3068. 

The  first  one  has  to  do  witli  the  consumer  protection  reserree. 

The  Farmers  Union  supports  the  consumer  protection  reserve  title 
for  all  of  the  reasons  set  out  in  the  bill.  We  support  it  for  an  addi- 
tional reason.  Such  reserves  of  wheat,  feed  grains  soybeans  aod  cot- 
ton would  make  the  supply  management  features  oi  the  proposal  wodc 
better:  We  should  add  parenthetically  that  Farmers  Union  has  joiiud 
with  other  producer  groups  in  recent  months  in  expressing  a  mutoil 
concern  about  the  announced  decision  of  the  Department  of  A^* 
culture  to  make  drastic  cuts  in  loan  funds  available  for  purclusB  of 
on-f arm  grain  storage  facilities. 

This  is  not  speci^ally  mentioned  in  the  bill.  However,  it  does  ban 
a  very  close  relationship. 

Senator  Curtis  joined  Senator  Hni^a  in  introducing  S.  2488  which 
would  liberalize  the  loan  authority  for  such  facilities. 

I  was  visiting  with  the  Senator  just  awhile  ago  about  this  bill  ind 
I  understand  some  action  is  being  taken  or  considered  to  liberalize  Uu 
loan  authorities  for  grain  storage  facilities.  And  also  parentheticallTt 
there  are  millions  of  oushels  of  grain  still  on  the  ground  at  rail  heui 
in  Nebraska,  grain  which  moved  in  so  fast  it  couldnt  be  mored  oBt 
Our  new  methods  of  harvesting  piles  up  the  grain  and  there  is  a  oot- 
siderable  amount  of  loss. 

Now,  going  on  to  the  ^lecific  proposals  for  the  consumer  reaerw 
section,  we  do  have  an  exhibit  B  here  which  we  would  like  to  haw 
added  to  the  record  which  spells  out  in  detail  the  proposals  carried  in 
the  bill.  And  I  will  add  this  to  the  record. 

The  Chairman.  Without  objection,  that  will  be  done.  T^at  gives  it 
as  to  G&ch  crop  ? 

Mr.  Berce.  This  spells  out,  yes,  in  detail  the  proposals  that  are  ca^ 
ried  in  S.  3068. 

In  brief,  they  provide  for  a  total  reserve  of  50O  million  bu^els  of 
wheat,  300  million  bushels  of  feed  grains,  and  75  million  bales  of 
cotton. 

The  Chairman.  You  mean  that  would  have  to  be  carried  by  tha 
Government? 

Mr.  Berce.  I  believe  this  is  the  meaning,  yes,  Senator,  under  the 
consumer  reserve. 

Is  this  correct,  Reuben?  Some  on  commodity  and  some  on  farm 
storage  and  so  on! 

Mr.  Johnson.  We  have  more  than  the  levels  referred  to  in  this 
proposal  on  hand  now.  Wliat  this  would  propose  to  do  is  to  protert 
us  at  the  level  specified  here  so  that  we  dont  get  any  lower  than 
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theee  ftmounts.  And  we  do  that  with  a  price  mechanism  which  in 
effect  holds  tlie  grain  in  reserve  through  farm  reseal  producer  con- 
tracts and  in  C(JC  stocks.  There  are  three  postures. 

The  Chairman.  Well,  have  your  carryovers  differed  from  the 
amounts  you  suggest  hereS  Let's  say  for  wheat,  we  have  in  excess  of 
800  million  bushels  now,  and  under  your  proposal  it  would  be  possible 
for  the  Government  to  have  on  hand  at  ail  times  500  million  bushels. 
Is  that  right! 

Mr.  Johnson.  That  is  correct,  sir. 

The  Chairman.  Under  storage! 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  And  that  wouldn't  affect  the  normal  carryover, 
would  itt  This  would  be  in  excess  of  your  normal  carryover? 

Mr.  Johnson.  It  wouldn't  be  in  excess  of  normal  carryover.  When 
we  reduce  the  carryover  in  Commodity  Credit  Corporation,  for  ex- 
imple,  to  this  amount,  we  wouldn't  take  it  down  any  further.  We 
would  keep  that  as  a  reserve.  That  is  our  objective. 

The  Chairman.  Well,  this  would  be  then  in  excess  of  your  normal 
camrover  * 

Mr.  Johnson.  Well,  assuming  you  have  additional  carryover,  yes 
it  would,  sir. 

The  Chairman.  Well,  that  is  what  it  would  mean. 

Mr.  Johnson.  Well,  the  point  is  Senator,  we  have  in  the  pipeline 
now  enough  of  these  commodities,  more  than  enough  of  these  com- 
modities to  enable  us  to  set  up  a  reserve.  Now,  some  of  us  have  felt 
in  the  coalition  that  the  time  to  set  up  a  reserve  is  to  do  it  when  we 
have  the  commodities.  We  never  have  been  able  to  do  it  when  we 
didn't  have  them.  So  we  are  hopeful  now  that  we  have  them  that 
we  can  protect  these  minimum  amounts  to  hold  in  reserve. 

The  Chahiuan.  Well,  now,  in  the  case  of  feed  grains,  the  carry- 
over, the  reserve  I  mean  would  be  30  million  bushels. 

Mr.  Johnson.  I  believe  that  is  correct,  sir. 

The  Chairman.  Yes.  And  as  I  recall  when  the  act  of  1964  was  put 
into  effect,  we  had  81  million  bushels,  which  was  far  in  excess  of  our 
requirements.  Now,  would  this  30  million  bushels  be  in  addition  to 
your  normal  carryover! 

Mr.  Johnson,  Part  of  it. 

Senator  Bellmon.  Mr.  Chairman,  are  we  talking  about  tons? 

The  Chairman.  Yes,  tons. 

Senator  Beulmon.  Of  feed  grain  ! 

The  Chairman.  That  is  what  we  had  on  hand. 

Mr.  Johnson.  Tons. 

The  Chairman.  Did  I  sav  bushels! 

Oh,  excuse  me.  Change  t  nat  to  tons ;  81  tons  that  we  had  and  because 
of  this  huge  amount  dangling  over  the  market  caused  prices  to  be 
depn^ed.  And  I  have  also  opposed  such  large  carryovers.  And  I  wish 
you  would  make  a  good  case  for  this  because  it  will  be  a  program  in 
which  there  will  be  quite  a  bit  of  debate  affecting  it. 

Mr.  Johnson.  Senator,  we  recognize  this  is  a  controversial  program, 
but  frankly  we  farmers  who  have  come  up  with  this,  see  more  benefit 
to  the  consumers  than  we  do  for  farmers,  and  that  is  the  reason  why 
we  call  it  a  consumer  protection  reserve. 
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The  Chaikhan.  But  you  will  just  be  producing  that  much  more, 
though. 

Mr.  Johnson.  No,  Senator,  we  wouldn't  be  producing  this  much 
more.  We  wouldn't  let  our  normal  carryover  go  below  the  level 
specified  here.  That  is  all  it  means. 

The  CiiAiRHAN.  Under  what  conditions  could  these  reserves  be 
sold?IsitllOplus 

Mr.  Johnson.  You  have  the  conditions  there  on  the  summary  Mr. 
Berck  submitted  for  the  record. 

Mr.  Berck.  Page  20, 1  believe. 

The  Chairman.  I  don't  have  it  here,  but  what  ia  it,  110  i 

Mr.  Johnson.  For  wheat  when  CCC  stocks  are  below  the  above 
level  of  200  million  bushels,  the  minimum  resale  price  would  be  100 
percent  of  the  current  parity  price  adjusted  for  class,  grade,  and 
location — less  the  current  cost  ot  the  market  certificate  chaJCged  to  HiB 
processors.  Currently,  this  would  mean  about  a  $2  per  busnel  resale 
price. 

We  use  the  price  mechanism  to  in  effect  protect  the  prescribed 
level. 

For  feed  ^ains,  when  CCC  stocks  are  below  the  level  of  15  million 
tons,  the  retail  price  would  be  the  parity  price  adjusted  for  class,  grade, 
and  location,  less  the  current  price-support  payment  rate.  This  would 
be  about  a  $1.40  per  bushel  resale.  And  then  ft)r  soybeans,  the  parity 
price  would  prevail.  And  for  cotton  the  same  as  soybeans. 

The  Chairman.  Well,  what  about  the  storage  costs  J  Would  the  Gov- 
ernment assume  that ! 

Mr.  JoHNSOK.  Well,  the  Government  is  paying  storage  costs  on  these 
amounts  plus  all  the  other  stocks  it  has  now  and  so  this  wouldn't 
mean  any  additional  storage  cost. 

The  Chairman.  So  this  would  increase  the  cost  of  this  program 
considerably,  wouldn't  it? 

Mr.  Johnson.  Only  when  the  stocks,  normal  carryover  would  get 
down  to  the  prescribed  reserve  levels  would  any  additional  cost  be 
involved.  In  other  words,  if  normal  carryover  of  wheat,  say,  would  go 
below  the  500  million  bushel  level  we  have  here,  and  the  prescrilwd 
reserve  levels  prevented  it  from  going  below  that,  then  whatever  addi- 
tional cost  is  mvolved  in  keeping  the  reserve  at  500  million  bushels 
would  be  an  increased  cost.  But  under  current  conditions  there  would 
be  absolutely  no  increase  in  cost  of  this  program. 

The  Chaikhan.  Well,  taking  the  case  of  cotton,  you  say  CCC  pub- 
licly owned  will  be  3  million  bales.  You  have  a  carryover  now  of  6. 
Would  that  mean 

Mr.  Johnson.  That  would  mean  that  when  we  work  this  6  milli(» 
bale  carryover  down,  we  couldn't  be  lower  than  3  million  bales. 

The  Chairman.  But  it  could  be  9  million,  though,  the  normal  cany- 
over  of  6  plus  the  3  ? 

Mr.  Johnson.  Well,  it  wouldn't  be  due  to  this  bill.  It  wouldn't  be 
duo  to  this  provision,  if  we  had  9  million  bales.  Other  factors  would 
be  affecting  that,  not.  this  reserve  provision. 

The  Chairman.  Well,  these  carryovers  I  think  under  the  bills  we 
have  had  in  the  past  have  worked  fairly  effectively,  been  vwy  ef- 
fective. Now,  to  have  a  provision  for  what  you  call  ccmsumer  safety 
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reeerre,  I  think  that  this  would  be  just  so  much,  so  many  commodi- 
tiee  there  looked  up  and  would  have  a  very  bsd  effect  on  the  price 
sbiicture. 

Senator  Bellhon.  Mr.  Chairman,  may  I  make  a  comment! 

I  don%  understand  exactly  how  it  would  work  on  feed  grains  or 
soybeans  or  cotton,  but  on  wneat  there  is  a  problem.  And  that  is  that 
the  fact  that  there  is  a  large  carryover,  much  of  it  in  private  hands, 
serves  as  a  damper  on  the  price  because  no  miller  wants  to  mill  wheat 
on  the  16-day  basis;  right  after  that  the  new  crop  starts  coming  in  and 
it  is  immediately  worth  a  year's  storage  leas  tnan  it  was  be?cffe  the 
harvest  began.  And  I  believe  that  part  of  the  theory  of  this  is  if  there 
was  a  reserve,  consumer  reserve  m>m  which  whe^  could  be  drawn 
onder  certain  conditions  that  it  would  help  relieve  the  market  of  tlie 
deOTeesing  effect  that  we  presently  have. 

The  CThairhan.  Well,  under  all  programs  I  ever  dealt  with  here 
I  dont  know  of  any  time  that  we  had  a  severe  ediortage. 

Senator  Beujion.  No. 

"Hie  Chaikscan.  And  we  never  had  any  reserves  this  way.  But  the 
problem 

Tim  Chairman.  The  thing  is  with  so  much  cotton  and  ao  much  of 
other  crops  dangling  over  the  market  it  is  bound  to  affect  the  price  as 
it  did  intjie  past. 

Senator  Bellhon.  The  problem  is  that  at  the  present  time  someone 
has  to  pay  the  costs  of  carrmg  these  reserves. 

The  C-iATHMAN.  Unrle  Sam  will. 

Senator  Bbllhon.  Well,  under  the  terms  of  this  he  will,  but  at  the 
present  time  much  of  these  commodities  are  owned  by  either  the  millers 
or  the  producers.  And  the  thought  behind  at  least  as  far  as  wheat  is 
ccHicerDed,  that  is  the  only  one  I  know  very  much  about,  is  if  this 
grain  is  being  held  for  the  safety  of  the  consumer,  that  then  the  con- 
sumer shouldshare  the  cost  of  having  this  insurance. 

'nie  Chairman.  Well,  let  us  take  Uie  reseal  on  the  farms,  150  million 
bushels.  Who  is  going  to  pay  for  the  storage  of  that  wheat  held  on 
the  reseal  and  who  is  going  to  pay  for  the  farmers'  contracts  to  hold 
back  150  million? 

Mr.  Johnson,  The  Government.  And  they  are  paying  for  that 
amount  today,  Mr.  Chairman. 

The  Chairman.  Of  course.  Sure,  That  is  what  I  am  saying.  It  will 
saax>\y  increase  the  cost  to  the  Government. 

^nator  Bbllmon.  But  this  would  mean  when  the  Government  takes 
title  to  those  grains,  which  they  do  on  the  first  of  April,  they  are 
immediately  available  for  sale.  It  is  the  same  with  cotton,  at  the  market 
price,  the  loan  price. 

Senator  Miller.  Could  I  ask  a  question? 

The  Chairman.  Yes. 

Senator  Miller.  On  page  24  of  the  bill,  there  is  a  provision  in  there 
for  increasing  the  amount  of  the  reserve. 

Mr.  Dechant.  Of  the  bill « 

Senator  Miller.  My  question  is  this.  You  have  a  consumer  reserve 
of  500  million  bushels  authorized  but  this  particular  provision  on 
page 
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Mr.  Berck.  Senator,  this  figure  really  should  be  200  million  bushda 
Senator  Miixer.  Well,  I  am  looking  at  this  schedule  that  yon 


Mr.  Berck.  Are  you  talking  about  wheat  ^ 

Senator  Miller  (continuing) .  Senator  Ellender  on  wheat.  Yon  have 
150  million  on  farms,  150  million  under  contract,  and  200  million  CCC 
That  is  600  million. 

Mr.  Berck.  All  right,  sir.  I  stand  corrected. 

Senator  Miller,  All  ri^ht.  Now,  my  question  is,  under  the  provifflona 
on  pa^  24  this  can  be  increased  by  another  100  million  bushels  for 
wheat  m  any  marketing  year  for  which  the  Secretary  determines  that 
the  estimated  production  from  such  crop  will  exceed  estimated  domestic 
consumption  and  exports  during  such  marketing  year  by  more  than  10 
percent. 

So  let's  say  that  in  1969 — or  let's  say  that  in  1970  we  establish  Ha 
reserve  of  500  million.  In  1971  the  Secretanj  did  so  determine.  That 
would  increase  the  reserve  up  to  600  million.  Suppose  in  1972  you  have 
the  same  determination  by  the  Secretair,  Would  that  go  up  to  700 
million  bushels  or  would  it  stay  at  600  million  ? 

Mr.  Berck.  It  would  go  up  10  percent  each  year  that  these  condi- 
tions exist  where  we  exceed  domestic  consumption  and  exports  by  mem 
than  10  percent. 

Senator  Miller.  So  that  if  that  liappened  year  after  year,  this  500 
million  bushel  reserve  could  ^  on  up  a  hundred  million  bushds  « 
year  from  then  on  out.  Is  that  intended  to  be  that  way  or  did  I  detect 
that  the  intention  was  that  the  600  million  bushels  would  be  the  top 
ceilinpr  regardless  of  what  happened  ? 

Mr,  Berck.  Well,  my  interpretation  of  the  language  would  be  that 
if  we  kept  exceeding  our  usage  by  more  than  10  percait,  we  would 
increase  the  amount  of  the  reserve, 

Senator  Miller.  A  hundred  million  bushels  a  year.  Don't  you  t^ink 
that  that  ought  to  have  a  lid  on  it!  Because  it  seems  to  me  that  that's 
just  adding  to  the  cost.  So  necessarily  if  this  is  indeed  a  consumer 
protection  reserve 

Mr.  Berck.  Well,  sir,  again,  in  your  judgment,  if  that  would  appear 
to  make  this  progrum  more  acceptable— our  objective  here  is  to  at- 
tempt to  establish  some  kind  of  a  minimum  level  at  which  we  will  not 
go  under,  will  not  go  below. 

Senator  Miller  (continuing).  Well,  may  I  say  just  from  my  own 
standpoint,  it  would  seem  to  be  a  lot  more  desirable  to  establish  that 
minimum  rather  than  to  go  adding  to  it  year  after  year. 

Now,  there  is  one  other  question  I  had  on  page  23,  lino  21. 

In  setting  up  this  consumer  reserve  the  language  is  that  the  Com- 
niodity  Credit  Corporation  may  purchase.  This  leaves  it  to  the  Com- 
modity Credit  Cor(>nration  as  to  wliether  tliey  are  going  to  purchase. 
And  if  you  are  going  to  have  a  consumer  reserve,  it  seems  to  me  that 
"may"  should  be  "sSiall."  Or  is  it  your  thouglit  that  there  be  dis- 
cretion in  setting  this  up? 

Mr.  Berck.  Well,  this  is  reallv  kind  of  superfluous  language.  Sena- 
tor, (lecause  obviously  we  wouldn't  need  to  purchase  any  to  establish 
the  reser^'e.  And  if  we  gave  the  Secretary  discretionary  authority  as 
to  whether  to  purchase,  I  doubt  whether  he  would  exercise  tjiat.  He 
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?ould  merely  lock  up — ^be  would  merely  administer  the  program  so 
hat  he  would  see  that  we  didn't  reduce  our  normal  stocks  or  the  levels 
[pelled  out  here  and  not  do  any  purchasing  at  all. 

Senator  Miller.  Well,  you  are  right,  it  would  be  superfluous  today, 
bat  looking  down  the  road  2  or  3  years  if  he  gets  in  a  position  where 
these  conditions  are  met,  you  only  said  he  may  purchase.  You  haven't 
Skid  he  shall  purchase. 

Mr.  Bekck.  If  in  your  judgment  that  would  help  the  bill,  I  wouldn't 
luve  any  objection,  and  I  can  see  no  problem. 

Senator  Miller.  Well,  was  it  your  intention  to  have  a  mandatory 
iraerve  or  a  discretionary  reserve  J 

Mr.  Bbrce.  Well,  it  was  our  intention  to  leave  it  to  his  discretion  as 
fir  as  purchases  are  concerned.  We  do  have  on  hand  the  necessary 

Senator  Miu^k.  I  see. 

Ur.  Berck.  I  am  sure  that  vvs  our  intention.  But  we  would  have 
»  objection  to  making  that  mandatory  if  in  your  judgment  that 
would  be  a  better  procedure. 

SenaAor  Miller.  I  haven't  exercised  my  judgment  yet,  but  I  want 
to  find  out  what  your  thinking  is  on  it,  because,  as  you  know,  we 
hfcve  had  these  suggestions  from  time  to  time,  and  most  of  th^n  have 
pnerally  been  on  a  mandatory  basis.  And  I  dont  recall  any  that  were 
oo  a  discretionary  basis  with  the  Secretary. 

Hie  CuAiRUAN.  We  fixed  it. 

Soiator  Miller.  We  mandated  it. 

The  Chaqucan.  Fixed  the  amount. 

Senator  Miuler.  Yes. 

The  Chairman.  That  is  my  recollection  of  the  way  it  was  done. 

Senator  Miller.  Thank  you. 

Mr.  Berck.  That's  all  on  VII. 

Tkie  VIII.  This  is  bargaining  power  authority  for  farmers,  title 
raiofS.3068. 

Of  course,  bargaining  power  is  an  old,  old  subject  so  far  as  agri- 
culture is  concerned.  Farmers  Union  in  70-odd  years  of  its  historyj  or 
Dear  70  years  at  least,  has  been  trying  one  or  another  methods  to  im- 
prove farm  bargaining  power.  We  did  it  first  with  the  use  of  the 
brmer-owned  cooperative,  and  we  have  tried  to  use  various  and 
nndry  governmental  authorities  to  increase  this  bargaining  power. 

As  yet  it  is  weak,  the  history  carries  the  story  of  many  attempts 
to  do  this  by  law,  and  it  also  carries  the  revelation  that  it  is  difficult 
to  obtain  this  much-talked  about  bargaining  authority  for  farmers. 
But  we  regard  bargaining  authority  not  as  an  answer  in  itself  but  as 
1  supplement  to  the  other  farm  programs  that  we  are  speaking  about 
ftwe.  And  extension  of  bargaining  power,  of  course,  is  under  a  condi- 
non  where  prices  would  be  agreed  upon  by  both  producer  and  handler 
mder  the  terms  of  a  nationwide  bargaining  system  for  a  particular 
x»nniodity,  and  it  should  be  recognized  in  law  as  the  legal  minimum 
)y  which  public  trading  may  take  place. 

Are  there  any  questions  on  that  particular  section  ? 
The  Chairman.  Well,  we  have  had  quite  a  few  proposals  made 
rbi(^  this  committee  turned  down.  Is  this  more  attractive  than  others 
bxt  -we  have  turned  do^n  i 
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Mr.  Berok.  I  dont  know  whether  this  is  more  liberal 

Do  you  have  the  section  of  tiie  bill  ? 

The  Chairman,  Kemember  Senator  Monditle  had  one 

Mr.  Berck.  Yes.  We  supported  that. 

The  Chairman  (continuing). Wetumeddown. 

Senntor  Miller.  Do  I  understand  tiiat  this  takes  the  marketii^ 
order  approach  ? 

Mr.  Berck.  That  is  correct.  It  expands  the  marketing  order  ap- 
proach to  other  products. 

Senator  Miller.  Yes. 

Senator  Curtis.  And  it  would  have  to  begin  within  individnil 
commodities? 

Mr.  Berck.  Tliis  is  correct.  And  their  vote,  as  I  recall,  which  would 
cal  1  for  a — for  the  bargaining  process  to  begin. 

Senator  Miller.  Would  this  include  lii-estock  ? 

Mr.  Berck.  I  dont  know  that  livestock  has  been  eliminated.  It 
would  include  any  product  where  the  producers  themselves  deoied 
this  thing  to  be  done. 

Senator  Miller.  My  recollection  is  we  had  very  strong  objecticffi 
from  the  livestock  people  to  this  aproach. 

Mr.  Berck.  This  is  true.  But  this  is  why  the  bill  says  that  oatj 
those  commodities  wishing  this  type  of  approach  and  signifying  bo 
by  majority  vote  could  commence  this  process. 

Senator  Curtis.  In  other  words,  the  turkey  producers  market  thar 
product  in  the  manner  the  milk  producers  market. 

Mr.  Berck.  Yes,  this  is  right. 

The  Chairman.  Well,  could  you  be  specific  in  giving  us  an  ezam^ 
of  how  this  would  work,  let's  say,  in  the  turkey  marketf  How  wonW 
you  apply  it  ?  Who  would  establish  this,  and  what  part  would  tia 
turkey  grower  play  in  it? 

Mr.  Berck.  We  would  have  to  quote  right  from  the  bill  itaelf  then. 

Keuben,  do  you  have  the  bill  i 

Mr.  Johnson.  Well,  Senator,  this  gets  to  be  kind  of  a  complicatsd 
thing,  because  the  Mondale  bill  has  in  it  two  titles.  In  one  of  the  titke 
in  that  bill  there  was  set  up  a  national  agriculture  bargaining  board 
of  five  members.  This  board  would  set  up  the  mechanism.  They  ban 
some  latitude.  Tliey  hnve  some  specific  direction  in  bringing  togethei 
producer  groups  who  seek  to  bargain  with  their  handlers.  The  boait 
can  bring  them  together  for  the  purpose  of  negotiating  over  price 
Provided  also  are  various  steps  of  mediation  that  the  board  would  en 
gage  in  if  there  was  no  agreement  between  the  producer  groups  anc 
the  processor  groups.  Tiie  second  title  provides  for  the  Secretary  o 
Agriculture  to  be  involved  in  helping  to  set  up  supply-managemea' 
programs  snbicct  to  the  producer  referendums  under  marketing ordos 

The  provisions  of  title  11  amends  the  Agricultural  Marketing  Agree 
ments  Act  in  such  a  way  that  producers  would  bargain  with  handler 
subject  to  the  purview  of  the  Secretary  of  Agriculture,  and  the  Sec 
retary  of  Agriculture  would  retain  the  same  control  over  the  prori 
sions  of  marketing  orders  as  he  currently  has. 

The  Chairman.  What  is  your  definiton  of  handlers  there! 

Mr.  Johnson.  The  term  is  very  broad.  In  the  second  title  of  prori 
sions  of  the  agreement  regarding  minimum  prices  would  not  tab 
effect  until  agreements  are  reachwi  between  the  producer  committe 
and  handlers  representing  50  percent  of  the  production  of  tk 
commodity. 
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The  Chaibman.  Well,  handlers — are  those  the  buyers,  those  who 

deal  with  sjid  handle 

Mr.  Johnson.  Processors  or  handlers. 
TheCHAHtMAN  (continuing).  The  processors? 
Ur.  Johnson.  Yes. 

The  Chaibuan.  How  about  a  concern  like  A.  &  P.  or  Safeway? 
Would  they  be  in  there,  too  ? 

Kr.  Johnson.  Well,  to  the  extent  that  they  were  doing  direct  buying 
bom  farmers,  yes. 
The  Chairman.  And  the  idea  would  be  to  Bx  a  minimum? 
Mr.  Johnson.  Get  an  agreement  between  processors  and  handlers 
orer  some  agreed  upon  minimum  price,  and  other  terms  of  sale  such 
uquality,  tune  of  delivery,  etc.  It  could  be  any  phase  of  the  decision- 
Dukiiig  that  goes  chi  constantly  between  producers  and  their  outlets. 
Senator  Cubtis.  This  would  have  to  be  limited  to  those  products 
thit  are  ready  for  consumption. 
Mr.  Johnson.  No,  sir. 

Senator  Ctibtis.  I  have  not  stated  it  as  I  should.  Feed  grains  could 
Dot  be  affected  by  this  at  all. 
Mr.  Johnson.  Yes,  sir. 

The  Chahcman.  Yes,  they  could — any  product. 
Mr.  Johnson.  Anv  commodity  could  be. 

S^iator  Cubtis.  Well,  I  mean  from  a  practical  standpoint.  I  can 
mderstand  how  there  are  certain  things  that  go  into  the  channels  of 
tnde  and  to  a  processor  and  then  to  the  consumer. 

The  reason  I  raise  the  question  about  feed  grains  is  that  farmers 
buy  and  sell  those  among  themselves,  and  they  consume,  they  use  it 
themselves.  It  would  seem  to  me  that  you  would  run  into  some  very 
practical  problems. 
Mr.  Johnson.  The  bill  does  not  provide  for  any  bargaining  between 
farmers  themselves.  It  would  be  between  the  farmers  and  the  direct 
buyer,  the  processor  or  handler. 

Once  an  agreement  on  price  was  agreed  to,  there  are  certain  sanc- 
tions that  could  be  taken  if  a  price  would  not  prevail,  but  the  actual 
bargaining  would  take  place  between  the  handlers  and  producers. 
"Hie  Chairman,  Are  there  any  penalties  attached  for  violation? 
Mr.  Johnson.  Yes,  sir.  I  believe  there  tire  criminal  penalties  for 
violation  against  the  handlers  and  civil  penalties  against  producers 
who  violate  the  terms  of  the  agreement  in  title  II  of  the  Mondale  bill. 
The  Chairman.  Well,  suppose  a  producer  desired  to  sell  under  the 

minimiun.  Would  ho  be  punished  if  he 

Mr.  Johnson.  The  Secretary  of  Agriculture  could  take  civil  action 
against  him. 
Senator  Beu-mon.  Mr.  Chairman,  may  I  ask  a  question. 
The  Chairman.  Surely. 

Senator  Bellhon.  Take  the  case  of  the  wheat  farmer  who  presently 
grows  4.3  percent  of  his  production  for  domestic  consumption  and  *0 
percent  for  export.  How  would  we  work  out  a  bargaining  arrangement 
that  would  keep  us  from  losing  our  export  markets? 

Mr.  Johnson.  Well,  let  me  look  at  title  I  now  in  the  concept  of  this 
example. 

If  the  processors  of  wheat  in  the  United  States,  looking  at  the  whole 
ooantry — wheat  is  not  a  good  example  but  os  long  as  you  raise  it  I 
gnees  we  will  just  talk  almut  it  a  miniri» — the  National  Agricultural 
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Bargaining  Board  coold  appoint  a  representative  gn>ap  of  procesBon 
unless  they  themselves  would  select  tneir  bai;gaimng  committee.  But 
if  they  did  not  select  such  a  committee,  it  could  be  selected  by  the 
Board.  The  processors'  committee  is  required  to  sit  down  wtih  a  rep- 
ntaentative  group  of  producers  and  work  out  the  price  for  wheat,  in- 
cluding the  price  for  export. 

The  Chairman.  Well,  even  though  you  had  a  minimum  lawf  wi 
floor  of  100  percent  parity !  What  would  be  the  necessity  for  thati 

Mr.  Johnson.  Well,  i£  we  had  a  floor  of  the  100  percent  of  puitr,  I 
don't  think  there  would  be  much  preaeure  on  the  bargaining  board  nv 
any  negotiations. 

The  Chairman.  Well,  you  do  have  in  the  bill  for  all  wheat  dcaws- 
tioally  used  100  percent  of  parity  is  the  price,  or  is  the  support  price. 

Mr.  Johnson.  Yes,  sir.  That  is  correct. 

The  Chairuan.  So  I  am  just  wondering,  I  am  just  wond«:iii^  wl^  - 
commodities  that  are  under  price  support  should  be  included  m  tst  ^ 
bargaining. 

Mr.  Johnson.  Well,  Senator,  as  a  practical  matter,  as  l<Hlg  as  m    - 
have  price  support  programs  that  are  effective  in  protecting  the  pricB 
to  farmers,  I  don't  think  there  will  be  very  much  interest  in  nego- 
tiating over  the  price  of  wheat.  So  that  is  not  a  good  example. 

Senator  Beujion.  You  don't  know  wheat  farmers  very  well,  lli^ 
are  not  at  all  happy  with  the  price  of  wheat. 

Mr.  Johnson.  I  said  as  lone  as  we  have  had  effective  pn^raiiis,iDd 
that  is  what  we  are  here  talking  about  how  to  get.  But  one  of  the 
basic  reasons  why  we  have  given  attention  to  baivaining  is,  well,  it 
relates  to  the  kind  of  testimony  that  Senator  MatEias  gave  heie  this 
morning.  If  we  should  ever  lose  the  farm  programs  we  have,  sai 
we  consider  these,  as  President  Dechant  has  said  many  times,  u 
similarily  to  basic  legislation  for  labor,  minimum  wage,  unempK^- 
ment  compensation,  et  cetera.  Our  farm  programs  provide  the  sune 
kind  of  protection  for  farmers  as  these  programs  do  for  labor.  But  ii 
we  sliould  ever  lose  these  kinds  of  programs  for  agriculture  we  ue 
certainly  going  to  be  looking  to  strengthen  our  bargaining  in  the 
marketplace  through  such  legislation  as  the  Mondale  bill. 

Tlie  Chairman.  Well,  this  program  you  are  speaking  of  is  in  tie 
bill  that  gives  you  protection.  It  fixes  the  floor.  It  gives  you  protecdm 
to  the  extiMit  of  l(K)  percent  of  parity  as  to  wheat  and  so  much  for 
(Wttoii,  so  much  for  other  commodities. 

Mr.  Johnson.  If  we  could  ever  get  present  programs  funded  thit 
wiinld  bring  them  up  to  the  level  that  Congress  has  authorized,  I  dont 
think  then'  would  be  the  interest  in  bargaining  that  currently  cB^t* 
Fmiikly,  we  linve  been  kind  of  alone  in  supporting  this  l^slatico- 
We  hiive  lieen  first  liofore  in  sponsoring  legislation  that  fiMlly  got 
attention  of  the  Congress. 

TliP  Chairman.  So  you  would  not  feel  badly  if  you  would  gB* 
Huot  her  mauling  y 

Mr.  Johnson.  TIow  is  that,  sir* 

The  Chaiiuian.  You  would  not  feel  badly  if  you  weretogetanotlKr 
iniuilingf 

Mr.  JiniNsoN.  Another  mauling. 

Sinintor  Hf.ij.mon.  Another  mauling. 

Mr.  JoiiNHON.  Well,  we  might  look  better  10  years  fnnn  now  thtf  J 
wo  would  look  today,  and  we  may  have  been  matiled  many  more  tin*  J 
inthntiioriod.  ■ 
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Mr.  Berck.  Mr.  Chainnan,  there  is  much  said  about  providing 
Joining  power  for  farmers.  This  is  an  auxiliary  effort,  as  we  sai^ 
Bopplementary  effort.  The  farm  programs  are  working  well.  If  a 
odact  is  bringing  100  percent  of  parity,  or  near  that,  there  is  no 
icstion  that  this  program  would  ever  be  thrown  into  gear.  But  it  does 
vvide  authority  that  can  be  used.  And  it  is  partly,  I  think,  because 
ere  has  been  this  history-long  attempt  to  ^t  better  bargaining  power 
r  &rmers  without  gOTermnent  intarrention  of  one  kmd  or  another 
id  so  this  is  a  part  of  it. 

Mr.  Dbchant,  Mr.  Chairman,  several  times  this  morning  questions 
sn  asked,  how  come  these  programs  we  have  arent  good  enough  ? 
ou  know,  why  haven't  they  done  something  incomewise? 
Well,  the  truth  of  the  matter  is  that  they  have  never  really  been 
oved  up  to  the  level  that  the  Congress  authorized.  We  have  been 
}tking  nard  to  get  all  of  the  programs  moved  up  to  the  level  that 
e  Congress  in  its  wisdom  decidM  they  should  be  authorized  for, 
It  we  have  not  been  able  to  get  them.  We  have  not  been  able  to  get 
jids  appropriated  to  effectively  manage  the  supply. 
Seoiator  Belluon.  Mr.  Chairman,  let  me  make  two  comments. 
First  of  all,  the  same  Congress  who  authorized  them  is  the  Congress 
lio  appropriates,  so  it  is  where  you  spend  the  money  that  we  get 
>wn  to  brass  tacks. 

The  other  point  is  on  this  matter  of  bai^ining  which  we  were 
Iking  about.  I  don^t  know  a  lot  about  what  is  happening  in  Canada, 
it  it  is  obvious  that  the  Canadian  wheat  farmers  have  themselves 
ft  jam,  and  we  don't  have  to  have  the  same  situaticm  ever  develop 
ire. 

Senator  Miller.  I  would  like  to  ask  a  question. 
How  would  this  impact  on  cooperatives^ 

Mr.  Berck.  The  impact  on  cooperatives — of  course,  the  coopera- 
res  have  been  questioned  a  good  deal  by  the  cooperatives  themselves, 
lere  is  no  getting  aside  from  that  point.  But  I  think  we  are  talking 
oat  a  minimum  or  a  floor  price  here  on  products  to  be  set  by  the 
-rgsining  process. 

Senator  Miller.  Well,  I  understand.  But  I  am  talking  about  the 
ferendum  and  all  of  that.  What  do  you  do  if  you  have  some  cooper- 
ives  that  figure  they  are  getting  along  pretty  well  by  themselves 
d  they  don  t  want  to  get  into  this,  into  this  marketing  order?  In 
ct,  they  say  that  the  reason  why  those  who  may  be  voting  to  get  in 
ider  it  are  the  ones  who  should  have  joined  the  cooperatives  a  long 
neago. 

I  was  wondering  if  this  could  have  a  tendency  to  undercut- coopera- 
tes. 

Mr.  Berck.  Well,  the  question 

Senator  Miller.  And  I  am  sure  you  don't  want  to  do  that. 
Mr.  Berck.  No,  we  certainly  would  not.  But  the  question  relates 
elf  to  what  is  happening  to  dairy  products  under  the  marketing 
der.  The  cooperatives,  as  I  understand  it,  have  been  doing  very 
sU  under  the  marketing  order  provision  for  dairy  products. 
Senator  Miller.  It  seems  to  have  worked  pretty  well  in  the  dairy 
ea.  I  just  wonder  how  it  would  do  in  areas  of  turkeys  and  farmers' 

rative  grain  elevators  and  things  like  that. 
Bebce.  Well,  I  have  no  answer  for  that,  really. 
Mr.  Dbchant.  I  would  hope  it  would  be  as  successful  as  we  are  on 
•  daily  frtmt. 
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Senator  Miller.  Well,  I  would  hope  bo,  too,  but  I  think  \m  would 
have  to  be  very  careful  to  make  aut«  that  our  co-ops  not  be  undflrcut^ 
because  I  thins  you  know,  if  anything,  I  want  to  see  them  strmgUi- 
ened.  And  in  that  c<Huiectioa .    , 

Senator  Cmcns.  Wouldn't  they  be  the  bargaining  agent  in  tffiHf, 
instances  i  ■.-,-iq' 

Mr.  Dechant.  Well,  not  on  these  national  referraiduma.  ,>,^ 

Smator  Dole.  Mr.  Chairman,  we  have  an  expert  frcau  Kanau  vqin 
will  testify  next  who  can  assist  on  this  subject. 

S^iator  Curtis.  Fine.  One  other  question  on  this  point. 

Can  you  tell  me,  Mr.  Dechant,  whether  or  not  Farmers  Unitai  has 
taken  any  position  on  the  matter  of  modifying  our  antitrust  laws  to 
exempt  producer  associations? 

There  is  a  bill,  I  think,  pendii^  on  that  subject  rigirt  now,  and  I 
was  wondering  how — you  see,  this  is  a  part  of  the  problem  of  bar- 
gaining power. 

Mr.  Johnson.  Yes,  sir ;  I  do. 

Senator  Odrtib.  And  what  is  your  position  on  that  i 

Mr.  Johnson.  The  Mondale  bill — title  I  would  exonpt  farmers 
from  the  antitrust  acticai  under  existing  law. 

When  the  Marketing  Agreements  Act  is  expanded  as  title  II  pro- 
vides, there  is  exemption  from  prosecution  under  antitrust  statutes 
or  we  couldn't  be  doing  what  we  are  doing  .now  under  marketii^ 
orders.  Many  who  look  at  this  whole  picture  of  bargaining  say  that 
maybe  it  is  more  realistic  to  go  the  title  II  route,  beoiuse  you  do  not 
need  to  amend  this  area  of  law  any  further. 

But  in  title  I  it  did  not  make  sense  until  we  included  a  provision  to 
protect  fanners  from  antitrust  action. 

Senator  Cuktis.  Well,  if  there  is  nothing  dme  en  this  particular 
aspect  of  your  bill,  what  would  be  your  toeling  about  liberalizing 
the  antitrust  laws,  I  mean  amending  the  antitrust  laws  to  protect 
farmer  associations  ?  Do  you  think  tliat  should  be  done ! 

Mr.  Dechant.  Yes.  We  have  some  concern  that  the  present  law 
does  not  give  the  cooperatives  as  much  protection  as  they  need.  And 
we  have  done  quite  a  bit  of  research  on  this,  Senator. 

Senator  Cdrtis.  Well,  the  NFO,  as  you  know,  feels  pretty  strongly, 
(Hie  of  your  coalition,  and  they  feel  pretty  strongly  about  this  in  view 
of  Secretary  Freeman's  action  under  the  antitrust  laws  2  or  S  years 
ago.  And  this  all  fits  in  with  the  concept  of  bargaining  power,  bar- 
gaining power  is  going  to  be  undercut  if  you  are  going  to  be  faced 
with  an  antitrust  suit. 

Mr.  Dechant.  And  there  are  a  number  of  court  cases  that  have 
been,  that  have  run  gainst  cooperatives. 

Senator  Cuims.  Yes, 

Mr.  Dechant.  There  are  some  in  Minnesota,  in  Texas,  where  the 
decisions  were  adverse  to  the  cooperatives. 

Senator  Ctjbtis.  You  support  that  kind  of  l^slation,  too,  I  take  it  ? 

Mr.  Dechant.  Yes,  by  all  means. 

Mr.  Berck.  Mr.  Ohairman,  we  have  some  bargaining  power  flow 
sheets  put  together  by  our  staff,  and  with  your  permission,  I  would 
like  to  have  them  included  in  the  record  of  the  testimony. 

The  Chairman.  Without  objection,  that  will  be  done. 

Mr.  Berck.  All  right. 

(The  informatiiHi  referred  to  above  follows :) 
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■■ttattvt  to  Aeeomoanv  Flow  Sh«<t 
on  th« 
mi^HtMl  Ayrleultttrtl  Bmraalnlno  Act.   B.  812  mad  H.R.  •774 

Tltl*  I 

iVhit  la  dcalgnaa   to  b«  ftti  aid   to  Famcrs  Union  leader*  for  om  ib 
titpUlnlnf   the  K»tlon«l  Agricultural  Bargaining  Act.     Bu^wr^d  par*' 
frapha  coxEeapond   to  numbarvd  boxes  on  attadiad  Flow  Oieet.     FIott 
ah«»t   can  be  enlarged  to  poater   else  or  duplicated  and  eadi 
(Mrtlclpant  provided  with   a  copy.) 

I.     Any  group  of  csnmodity  producers  may  petition  the  H«- 
tlonal  Agricultural  Relations  Board   for  the  opportimity  to  bargain 
F«r  adequate  prices   Cor   their  production. 

a.  Producera  would  petition  at  any  time  that  prices  were  In 
beoauee  of  a  weak  bargaining  position  and  would  call  for  a  produear 
t-»f«ir*ndun<  to  b*  held. 

J.      Tft*  »ari*n*l  Agricultural  Relations  Board  referred  to 
hei-etnarteir  •■  HARB  will  be  coKposed  of  S  ««iitocrs,   appointed  by  the 
rireaid<»t>t  with  the  a^tvica  and  eonaent  of  tbc  Senate. 

At  tti*  outaet  one  of  the  aie«t<«rs  woold  be  appointed  for  a 

tcM*  *f  fmp  ^fit.    i  newbera   for  a  tetai  of  3  years,   and  2  neabara  fni 
a  tet*  «f  ?  yeats.   Succeaaora  tc  the  original  nentoars  wonld  ba 
app*\TiteA  fftt  *-year  tetiw. 

Wie  >i>.RT>  *-in  ^r«vi^  *daan).airati.i>* ,  t^iinioal  and  anntortin 
tBBi»t-*r;^    fr.-   ih<-  *i»it<iae*-«l««*d  lAiitetlnf  a«i  VarchaMis  CLMnittaei 

II    ic   !^r.   Dv^pr^.  n.^ni  %oaril     ft  ife*  *ot.  a 

^tly«'n'.     It  vMuld  IX)  a*aui»i»t«t  i 

<;uaUTi{«tir««  tor  vc>i>»e       3>   aet  i^  dat««  toti  i 

iM^d-tWB  >,<n^     k     ma^«t«  da«)M«««  ^evwaer.  tfie  rrodaoar  sarkcting  and 

«.     T*i»-  »X«:F   IF   pr(M'ia«a  oitV.   *r.  pvwutiw   secretary  and 


I   the  aer(-iM>e  »i  T8 

I  r<f-i-.t  :fir.  frrm.  tht-  pr.tducers  of  a  pazxicala 
iWV.  irMii<:*tps  thai  market  prices  are  belcw 
>Mi**«a**  n-ifin  the  NhW  Phti^:  oonrttifi  a  referenflaa  aman;  jo-odncrs, 
*>•■   r*pt^".^   f-!   «*>  ii"*,   Hhai;  Sr-t^v.-.r*  wbethei    -i'    baraaxning  *iil  tate 
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pUe*  and    (21   a  Harkating  Connitt**  will  b*  Mtabliahed.      in  othar 
Motds,    la  tha  aaow  referendum  producers  wota  on  whether   to  bargain 
ud  will  alact  a  Producer  Marketing  Committee.     SARB  eoperviaea  and 
aklBiatara  all  phaaea  of  the  reierendum.     The  expenee*  of  conduct- 
tag  tha  rafarandun  »ay  be  paid   for  out  of  funde  appropriated  to 
cuty  out  the  work  of  the  HARB. 

7.     Candidatae  whoae  namaa  appear  on  the  ballot  will  be 
Bmd  by  AACS  County  Ct^nittaea,   who  will   aubmit  twice  the  number 
of  candidatae  aa  will  ba  alacted  by  producara  voting   in  tha 
nterandtm, 

7-A.     Ko  paraon  ahall  be  eligible  to  repraaant  producara  on 

wy  inarketing    cownittee  unleaa  he    recoivee   more  than   60   percent  of 
iniiual  groSB  income    from  faming    of    ranching   during    each    of  the 
three  preceding    calendar  yaara.      And  the   commodity   for  which  ha 
tugains  must  constitute  a   "aignificant  portion"   of  hia  fanning  or 
nndiing   operations. 

If  a  majority  of  tha  producara  voting   in  tha  raferandum  doaa 
BL  favor  bargaining  MAItB  will  not  taka  further  action   to  establish 
•  larketing   coirmitteo   tor  the  comnodity  during   the   current  market- 
ioj  year   or    season       However     OaBb   is  authorized  to  hold    another 
merendum   of   producers    of    the    commodity  the  next   marketing   year. 
]( producers    fail   to   vote   to  bargain   tha   aacond   year      KARB  may  hold 

referendum  the    third  marketing  year        However,    if   producers    fail 
to  vote    in    favor  of  bargaining    three    successive  yeara,    HARB  will 
^ka  no   further  action  in  regard   to  tha  connodity  unleaa  20  percent 
°I  the    producers  petition   the  NARB    in  a   aubaequent  year   to  hold 
•nother   referendum. 

t.et  ua  aaauiM  that  in  a  raferandum  on   'X'   cominodity,   pro- 
''bcara  voted  to  bargain  and  elected  a  Producer  Marketing  Committaa. 


8.  Tha  NARB  will   then  notify  buyera   of    ' 
^tttabliah   a  Purdiaaers  Committee.      The  buyers  are   notified    that 
*Uch   a   coonittee    la   needed    for   the   purpoae   of   negotiating   a  minimum 
Pxica  Cor  the  connodity  and  other  nonprice  tenna  of  aale. 

9.  If  the  buyers  do  not  select  a  purdtaaera  Comnittee  within 
30  daya  after  being  notified  by  HARS  audi  a  Comnittae  will  ba 
Appointed  by  KARB. 

10.  nie  HARB  ia  authorized  to  call  a  macting  of  tha  Produc- 
er! Marketing  and   Purchaaara  Committees  at  tAiatever  time  and  place 
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it  decide*.     Good   faith  bargaining   ia  called  for.     Additional 
maetinga  may  be  called  at  tha  diacration  of  MAXB. 

11.  Producara  Marketing  Conmittee  will  incite  the  ChaliBUi  o< 
tha  traaidcnt'a  Adviaory  Council  on  Conaunar  problama  to  rapxaaant 
the  intareat  of  conauinara   in  tha  bargaining  maatlng  of  two 


12.  Agreement  could  conceivably  be  reached  at  thla  point. 

13.  If  no  agreement  ia  reached  after  a  reaaonable  period 
of  negotiationa   in  good  faith,   MMtB  ahall  offer  to  madiate. 

14.  Agreement  could  poaalbly  be  readied  at  this  point. 

15.  However,    if  no  agreement  ia   reached  within   30  daya 
after  NARB  offers  ita  conciliatory  and  mediation  services,    tha 
ifisues    in  dispute  will  be    aubmitted   to  a  Joint   Settlement  Cooeattee. 
Ihis  Committee  wiil  consist  of  one  member  aelected  by   the  Producer 
Marketing  Committee;    one  member   aelected  by  the   purchasers  Conut- 
tee      and   one  member   aelected   by    the  members  representing    the 
Producers  Marketing   and   Purchasers   Committees.      If   the   third  nkan- 
ber   cannot  be    agreed  upon  by   the   producer   and  purdiaaer  membere, 
the  HARB  will   make    the   selection.      The  Joint  Settlement  Coamittea 
ahall   attempt  to   resolve  points  of   disagreement. 

16.  If  no  agreement  ia   reached,    the  NARB  is  authorized  to 
seek  appropriate  action  of  tha  Federal  Diatrict  Court  v*ieh   could 
result  in  daily  finea  or  other  penalties.     Bie  decision  of  tte  Joint 
Settlement  Committee  will  be  judicially  reviewable  by  Federal 

Diatrict  Court. 

17.  To  provide   for    full    compliance  with   agreements    in 
connection  with  whiA   there  is  no  aupply-ad juatment  program,    the 
Producers  Marketing  Connittee    is   empowered    to   recommend   to  NARB 
that   injunctive   or  related   action   of   the   appropriate   court  be 
inatituted      —  such  action  to  prevent  buyers    from  purchasing   or 
producers   from  selling  the  conmodity  at  leas  than  the  minimum  price 
estitblished  in  the  agreement  or  any  violation  of  nonprice  terms  of 
sale  established  in  the  agreement. 

IB.     Once  an  agreement   is   reached   if  over-supply  threatens 
the  terms  of  the  agreement,    the  Producer  Marketing  Cotmittee   in 
consultation  with  the  MARB  and   the   Secretary  of  Agriculture  will 
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develop  a   supply -control  pcogrui.     Ihe  supply -control  program  will 
b«   aubvittad  to  producers   in  a  rsfsrendun. 

20.      It  a  majority  of  the  producers  voting  in  the  referendun 
approve  the  progran,    it  will   lonediately  be  put  into  effect.     The 
United  States  Department  of  Agriculture  will  administer  the  supply- 
control  program  including  fixing  reasonable  penalties   for  violation 
of  the  producer -approved  program. 

All  Producers  Marketing  ConnitteeB  will  be  dissolved  by 
VARa  three  years  after  the  date  of  the  first  meeting,   unless  during 
0i«  tiiird  year  of  the   life  of  the  Conitdttee  a  majority  of  4)e 
produears  voting  in  tiie  refsrendura  favor  its  continuation. 


Prepared  by  - 

Reuben  !■•  Johnson 

Director  of  Lsglslative  Services 

National  farmecs  Union 

1012  -  14th  Street,  N.  w. 

Washington,  D.  C.   20005 
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MAlUnVE  10  ACCOHFAin  FLOH  SHEET 
CM  m 
MonOMtL  AOHCULTUEAL  lAECAIMIMC  KT.  S.    812  »nd  H.g.   677A   -  TITLE   II 

^bufi  paratrapb*  corrMpond  Co  nuMbcrad  bwu*  on  attacbad  How  •!»•(. 

.     t^  gsoup  of  eoBodlty  producarf  uy  pMlfign  tha  DaparCMnt  of  AcrlcultBM 
for  On  oppoitunlcy  Co  daclda  by  tafaraadua  nbatbar  or  not  Chat  parclculac 
coaodity  ■houtd  b(  alUtbla  for  ■  Barkatlai  ordar.     A  tpacUl  UvlMfy 
Froducir  Cinltce*  oiy  ba  aaCabllahad  by  cba  Sacratar;  of  Agrlnltnca  to 
halp  focui  pcoducara'   attorta  In  thta  dtraecloa. 

.     *  pioducan  r«f«r€niluii  Hould  Cbao  ba  bald  Co  dactda  if  a  parclcalar  CMModttV 

■ball  bacoiM  eligible  far  *  urkccLng  erdai  (MjoTlcy  ot  prodocara  votiat 
daclda).  Co^diuea  ■  laady  covatad  undar  cba  Markatlp(  Acraaaant  Act  of 
1937  do  Boc  raqulra  cbla  intclal  rafaraadua. 

.     Froducan  da>ia«  tha  wrloua  ftma  of  Cba  Mrkattna  ordar.     Tha  Advlaoiy 
Fcoducci  Ccmlcte*  aay  aaiUc  In  ctaii.     A  ■■tlwtln|  ordar  My  eontaU  casM 
lapliaaaClDt: 

a.  lariatnint  bacwaan  alaecad  producar  comltcaaa,  aad  bandlara  and  (reupa 
of  bandlara, for  alnlaua  pilcai  and  othar  cataa  of  aala.     Tha  producar 
bartalnlnt  coMlccaa  would  ba  alaetad  ac  tba  claa  of  cba  rafaraodm  on 
tdiathar  or  not  Co  ace apt  cba  ordar. 

b,  Varloua  ^rkac  lupply  concrol  profra^  ranglag  froa  iradlnt  icaadarda 
CO  ■arkaclni  allocaanca,  binding  on  all  producara  and  bandlara  ot  Cba 
parcleular  eoaaodicy. 


Tha  ■arkaciag  ordar  aay  concaln  any  twUnitlffll  of  ctaaaa  Cataa  that  tba 
producar*  ao  daalra  --  a.g. ,  prlca  bargalalns  and  qoallty  coatral;  oaly 
fuallty  concrol;     prlca  bartalnlni  and  aarhactni  allotaaDta,   ate. 

Public  k«»r<na»  ara  Chan  bald  on  tha  propoiad  aarkaclnE  ordar.     Producar 
■roup*,  procaaiora,  and  any  ocbara  bavinf  ap  inCacaac  in  cba  ordar  aay 
parcicipaca. 


n  Cba  taaarlni  raeot^  ta  iaaaad  by  tha 
>i  Agricuicura. 

6.  Produeara  « 
aarkacint  ordar  bacoa 

7.  Tha  varloua  cam  of  cha  aarkaclni  order  ara  Chan  carrlad  out,   includlot 
bargalnlnt  ovar  alnlauB  price  end  other  Caraa  of  aala.    If  that   ia  part 
of  Cba  ordar.     With  re.pecc  to  b.rg.ining.   atraaaanca  _jaC  ba  raachad 

;'r*!l,  'I*'"*  Ptoducer  bergetnlng  coaaltCa..   and  bandlara  or  (roupa 

of  bandlara  chat  rapraaant  at  laaac  SOX  of  tha  voliiaa,  ba£ora  Cba  alntaua 
prlca  and  othar  tarai  bacoaa  blndlnf.  "iniwa 

8.  Karkaclog  ordara  ara  anforcaabla  agalnat  haodlari  by  civil  and  crialnal 
panaltlaa,  and  a(alnit  produeara  by  only  civil  panalttai. 
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Mr.  Bekck.  Any  further  queeticots  cai  this  titlet 

The  Chairuan.  How  many  mon  have  you  there  t 

Mr.  Berck.  Just  caie. 

The  Chairman,  AH  right,  proceed, 

Mr.  Bercs.  And  this  was  discussed  at  length  this  morning  It  is  the 
on^land  retirement  program  as  a  supplement  or  auxiliary  part  of 
the  total  farm  program.  It  wouldn't  replace  our  commodity  programs. 
As  you  refer  to  the  paragraph  at  the  top  of  page  25,  it  points  out  that 
there  is  a  cropland  retirement  program  that  is  a  part  of  our  present 
legislation.  And  the  point  made  is  that  it  hasnt  been  as  successful  as  it 
mij^t  have  been  because  it  has  never  been  adequately  funded. 

Senator  Dole.  That  is  the  cropland  adjustment  proCTam. 

Mp.  Berck.  They  call  it  cropland  retirement  here.  They  call  it  crop- 
land adjustment.  It  never  has  been  well  funded  as  it  might. 

The  questitm  is  asked  here,  why  not  improve  on  the  programs  and 
the  experience  we  have  at  hand  i 

We  therefore  support  a  removal  of  the  limitation  on  appropriations 
tiuit  the  act  now  providea  This  is  a  part  of  S,  2068, 1  believe,  title  IX, 
and  that  ccmcludes  my  testimmy  if  there  are  no  further  questicms. 

The  CHAStMAN.  Have  you  a  limitation  on  the  number  of  acres  to 
be  retired! 

Mr.  Johnson,  ^o,  sir.  We  figured,  Mr.  Chairman,  that  as  long  as 
there  is  all  this  attention  given  to  cropland  retirement  we  would  just 
let  the  Appropriations  Committees  and  the  Budget  Bureau  fight  out 
how  much  money  th^  want  to  put  into  the  program. 

The  Chairuan.  Well,  now,  what  about  the  time  element.  Is  there 
a  limitation  as  to  the  number  of  years ! 

Mr.  Johnson.  No,  sir. 

The  Chairuan.  Ten  years,  as  we  had  in  some  programs,  or  five! 

Mr.  Johnson.  No,  sir.  The  key  point  here  is  that  we  are  considering 
our  rifleshot  acreage  cwnmodity  programs. 

The  Chairman.  As  providea  m  «ie  present  program, 

Mr.  Berck.  Amending  basic  law. 

Senator  Dole.  Amending  the  1965  act  is  all  we  are  talking  about. 

Mr.  Berck.  Yes. 

The  Chairman.  Any  further  questions ! 

Senator  Curtis.  Just  one  observatiwi. 

In  that  connection,  I  think  the  Secretarv  of  Agriculture  has  had 
something  to  say  about  it  informallv,  that  in  anv  additional  land 
rettremeni  they  might  give  consideration  to  the  area  immediately 
around  great  metropolitan  cities,  say  those  that  are  half  a  million 
or  more,  because  while  they  need  the  elbow  space  there  they  have  more 
dwnand  for  recreation,  and  so  on,  and  it  would  not  have  the  serious 
economic  impact  that  it  has  on  small  towns  and  county  seats  and 
county  areas  if  there  is  great  retirement  of  land. 

Mr.  BiscK.  This  is  correct. 

I  would  add,  in  Nebraska,  which  we  both  well  know.  Senator,  there 
has  been  a  great  deal  of  apprehension  lest  the  massive  retirement  pro- 
gram would  put  a  good  deal  of  this  land  into  grazing  of  livestock. 
The  livestock  people,  feeding  industry,  which  has  done  quite  well  by 
itself  in  the  management  of  supply  is  alarmed  lest  there  be  a  tendency 
to  greatly  increase  livestock  production,  and  that's  why  there  is  a  fear 
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from  the  livestock  mdustiy  spoken  to  me  by  representatives  and  main-  f 
stream  businessmen  the  same  thing.  They  are  wearied  about  what  ) 
miffht  happen.  : 

Senator  Cubtis.  That  is  why  I  think  that  if  this  idea  is  ever  pursoed  i 
to  take  out  more  Itmd,  that  they  take  it  out  right  around  the  great  ; 
metropolitan  cities  and  let  it  be  used  for  open  space  by  the  (uties.  And  j 
it  does  not  ruin  smalltown  businessmen  who  are  wnoUy  de^oendeiit  i 
apon  agriculture. 

Mr.  BiscK.  Tbank  you  very  much. 

Senator  Curtis.  Disruptive  of  their  community. 

Mr,  Berck.  Tbank  you  very  much,  Mr.  Chairman ;  members  of  tin 
committee. 

The  Chairman.  All  right. 

Mr.  Dechant.  Thank  you,  Mr.  Berck, 

Thechairman  has  reminded  that  the  time  has  gone.  . 

The  Chairman.  Well,  no,  no.  We  have  had  quite  a  discussion  here 
and  I  would  like  to  ask  that  we  not  be  repetitive. 

Mr.  Dechant.  No,  1  agree.  And,  Mr,  Chairman,  we  just  have  one 
witness  left  here,  and  Mr.  Johnson  is  our  legislative  services  director 
here  in  Washington,  and  I  am  going  to  rely  on  his  usual  fine  judgmrait 
to  summarize  very,  very  briefly  the  remamder  of  our  statement  here. 

Mr.  Johnson.  Senator,  I  can  do  it  in  2  minutes. 

The  Chaibman.  Good. 

Mr.  Johnson.  The  wool  program  expires  as  it  was  made  a  part 
of  the  1965  act  that  year.  The  cc^ition  took  a  strong  position  in  favor 
of  extending  the  Wool  Act. 

I  was  really  surprised  recently  to  find  out  that  an  official  of  the  De- 
partment of  Agriculture  had  apparently  overlooked  the  fact  that  the 
Wool  Act  does  expire. 

And  for  that  reason  I  don't  believe  it  is  included  in  the  administra- 
tion bill.  We  cBrtainly  want  to  call  that  to  your  attention. 

On  dairy,  we  fully  support  the  language  worked  out  on  the  class  1 
base  plan  in  the  House  Agriculture  Committee. 

TTie  Chairman.  The  same  one  reported  to  the  Senate. 

Mr.  Johnson.  Right. 

Senator  Dole.  Right. 

Mr.  Johnson.  They  made  a  few  changes  over  in  the  House,  but  they 
seem  to  be  acceptable  to  everybody. 

The  Chairman.  We  can  iron  out  those  differences  in  confer«)C8. 

Mr.  Johnson.  Now  I  would  just  like  to  file  our  statements  here  on 
wool,  livestock,  dairy,  and  payment  limitations  and  other  matters  and 
defer  to  the  Senator  if  he  has  a  question. 

Senator  Miller.  Well,  I  would  appreciate  it  if  Mr.  Dechant  or  you 
would  explain  your  payment  limitation  approach. 

Mr.  Johnson.  All  right,  sir.  Our  formula  would  affect  only  diverted 
acreage  and  direct  payments.  It.  would  affect  those  payments  ap- 
plicaUe  only  to  wheat,  feed  grains  and  cotton  or  a  combination  of 
these  programs. 

Our  delegates  prescribed  that  the  graduated  formula  would  apply  to 
farm  operators  as  defined  by  tlie  AS^. 

Now,  the  formula  works  like  this:  up  to  25,000  the  producer  would 
receive  100  percent;  between  25,000  ana  35,000  the  producer  would  le- 
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oeiva  75  percent  or  $7,500;  between  35,000  and  45,000,  the  producer 
would  receive  50  percent,  or  $5,000,  making  the  maximum  limitation 
which  would  apply  at  the  $45iKX)  level,  $37,500. 

Now,  that  would  save  the  Grovemment  about  $180  million.  It  is  sar- 
prising  how  little  money  it  would  save.  I  cant  remember  exactly  how 
many  people  would  be  affected,  but  I  have  information  at  the  office. 
I  believe  it  is  around  200  farm  operators  that  would  be  affected  by  this 
foEinula. 

Senator  Miller.  You  mean  in  all  the  commodity  programs? 

Mr.  Johnson.  In  all  the  commodity  programs  referred  to. 

Senator  Millxk.  And  the  limitations  are  not  by  commodity  but  th^ 
are  by  any  program  that  you  referred  to  f 

Mr.  Johnson.  Right. 

The  Chahiman.  And  the  maximum  would  be — what,  you  said? 

Mr.  Johnson.  A  recipient  of  a  $45,000  payment  under  oiir  formula 
would  be  entitled  to  $37^00. 

Senator  Miller.  And  that  is  the  ceiling  ? 

Mr.  Johnson.  Yes,  sir. 

Senator  Mhjjir.  Now,  how  would  this  affect  a  family  farm  corpo- 
ration, father  and  two  sons?  They  have  1,200  acres.  They  are  in  a  cor- 
porate setup.  Does  this 

Mr.  Johnson.  Well,  we  leave  this  strictly  up  to  the  ASCS  determi- 
nation of  the  definition  of  a  farm  operator.  I  suspect  that  an  operator 
in  that  category  would  be  dividing  down  into  family  units  pretty 
fast 

Senator  MnxBR.  Yes. 

I  have  no  further  questions. 

The  Chahiman.  Thank  you  very  much. 

Senator  Belluon.  Mr.  Chairman,  may  I  ask  a  que^ion. 

The  Chadoian.  Surely. 

Senator  Bellmon.  I  am  new  in  the  Congress,  of  course,  but  it  occurs 
to  me  that  a  great  deal  of  the  opposition  to  farm  programs  comes  be- 
cause of  the  large  payments  made  to  a  relatively  small  number  of 
operators.  Why  did  the  coalition  not  go  with  the  $20,000  limitation 
which  has  been  proposed,  and  passed  the  Housef  When  you  said  a 
$36,000 

Mr.  Johnson,  This  is  not  a  coalition  position. 

Mr.  Dechant.  Senator  Bellmon,  I  want  to  make  it  clear  that  the 
position  that  has  been  spelled  by  my  associate,  Mr.  Johnson,  is  a 
Farmers  Union  position  which  has  been  held   for  many  years. 

Senator  Bellhon.  At  this  level  1 

Mr.  Dechant.  No.  This  was  adopted  just  a  year  ago  down  in  Hot 
Sprinj^  Ark.,  hut  we  have  for  many  years  favored  some  type  of 
limitation  program.  Last  year  we  spelled  it  out  speciiically.  But  it  is 
not  part  of  the  coalition  bill,  because  at  this  good  hour  I  think  we  are 
the  only  farm  organization  that  supports  a  payment  limitation.  I  do 
not  know  of  any  of  the  commodity  organizations — that  are  support- 
ine  a  limitation  of  payments. 

So  here  today  we  have  supported  fully  and  wholly  the  coalitimi 
farm  bill,  and  then,  as  an  addition,  we  indicated  some  of  the  long- 
time positions  of  Farmers  ITnion. 

Senator  Bellmon.  Well,  answer  my  question  about  20,000.  Do  you 
feel  this  is  cutting  back  too  much  ? 
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Mr.  Dechant.  Well,  we  have  been  opposed  to  a,  flat  limltatiiHi,  Sena- 
tor. We  are  concerned  about  the  matter  that  Mr.  Naman  talked  about 
earlier  in  cotton.  We  would  like  to  keep  the  cotton  producers  in  the 
cotton  business,  and  this  is  why  some  of  our  State  organizations,  for 
example,  have  taken  positions  asking  for  fault  limitati(His  as  low  as 
10,000  or  15,000. 

In  Minnesota,  for  example,  there  are  only  11  producers  in  the  en- 
tire State  that  get  over  $20,000,  so  a  resolution  that  comes  out  of  a 
State  like  North  Dakota  or  Minnesota  generally  is  on  the  low  side. 
We  have  felt  that  to  make  the  minimum  too  low  might  move  people 
out  of  cotton  production  into  livestock  production,  into  wheat  produc- 
tion, competing  with  producers  in  your  State,  into  livestock,  competing 
with  livestock  producers  in  Senator  Curtis'  State.  And  this  is  why  our 
delegates  after  considerable  debate  and  discussion,  and  some  heated 
discussion,  decided  on  a  graduated  formula  that  would  keep  the  overall 
operation  of  the  farm  programs  at  a  successful  level. 

The  Chairman.  Well,  since  the  wheat  program,  as  well  as  cx>m  and 
other  feed  grains  are  on  a  voluntary  basis,  don't  you  think  that  a  limi- 
tation of  payments  will  make  it  almost  impossible  to  get  the  la^e 
growers  to  join  in  the  program?  Because,  as  I  pointed  out  earlier  to- 
day, when  the  Secretary  of  Agriculture  states  what  is  necessary  for 
domestic  needs  and  export,  he  ^ates  in  effect  that  so  many  acres  must 
be  out  of  cultivation  m  order  to  produce  so  much  corn  and  so  much 
ot^r  feed  grains,  and  so  much  wheat. 

Now,  if  you  make  the  payments  such  that  the  large  producer  will 
not  join,  become  a  part  of  this  program,  aren't  you  destroying  the 
effectiveness  of  the  program? 

Mr.  I>ECHANT.  Well,  Senator,  there  seems  to  be  a  feeling  in  the  De- 
partment of  Agriculture — at  least  I  have  heard  of  the  studies  that  they 
have  put  on — ^that  this  might  not  necessarily  be  the  case.  We,  of  course, 
fed  that  if  the  farm  program  that  hopefully  can  be  enacted  is  good 
enough,  that  it  will  receive  participation. 

This  means  a  good  program  and  funded  adequately  to  provide  the 
kind  of  income  and  that  we  will  get  the  participation. 

The  Chairman.  Well,  I  hope  you  are  ri^ht,  But  in  my  opinion,  you 
will  have  to  change  the  philosophy  of  the  bill  if  we  put  limitation  pay- 
ments in,  because,  as  I  understand  the  bill,  or  what  we  are  trying  to  do 
is  to  give  the  Secretary  of  Agriculture  much  latitude  in  saying  what 
is  ne^ed  in  various  commodities  we  are  dealing  with.  And  whether  the 
curtailment  of  acres  comes  from  a  large  or  a  small  farm  makes  no  dif- 
ference. T^e  idea  is  to  get  the  acres  out  of  cultivation. 

And  if  you  make  it  so  that  the  large  producer  will  not  participate, 
not  be  part  of  the  program,  why  I  fear  we  are  headed  for  trouble. 

Mr.  Dechant.  Well,  Senator,  I  hope  the  program  will  be  attractive 
enough,  and  I  hope  they  will  participate. 

Well,  Mr.  Chairman,  you  nave  been  very  generous  with  us. 

The  Chairman.  Well,  now,  that's  the  whole  cwnmittee.  Dwi't  just 
blame  me  for  it. 

Mr.  Deohant.  Yes;  and  all  members  of  the  committee.  We  appre- 
ciate the  fact  that  so  many  members  of  the  committee  stayed  through 
the  entire  day.  We  are  highly  complimented  and  honored  that  we  have 
bad  this  hearing. 
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In  closing,  Mr.  Chairman,  I  would  like  to  introduce  your  Icmg-time 
Mend  and  admirer  and  supporter  from  Virginia,  Jack  Hall,  president 
of  Virginia  Farmers  Union. 

Thank  you  very  muchj  Mr.  Chairman. 

The  Chairman.  All  right,  sir. 

( Mr.  Johnson's  prepared  st  atunent  is  as  follows : ) 


Mr.  Ghatrman  and  Members  of  the  Conimittee,  the  Wool  Act  was  incorporated 
Into  the  Pood  and  Agricnltnre  Act  ot  1960,  and  since  It  expirea  this  year  with  the 
other  commoditr  programs,  we  urge  the  Committee  to  make  It  a  permanent  leg- 
islative program  as  S.  3068  prorides.  In  ttiie  connection,  I  should  like  to  set  forth 
other  F^rmem  Union  recommendatlonH  In  regard  to  lirestock  marketing: 

1.  We  favor  legislation  to  prohibit  feeding  of  livestock  b;  meatpackers,  feed 
companies,  and  retail  chain  stores. 

2.  We  urge,  as  we  do  for  other  commodltlea,  that  wool  incentive  payments  be 
adjmrted  to  reflect  100  percent  of  parity  price  to  the  producer. 

3.  We  nrge  the  Secretary  of  Agriculture  to  institute  livestock  committees 
which  are  representative  of  family  farmers  and  ranchers. 

4.  We  nrge  passage  of  legislation  which  would  require  bonding  of  pa(^««, 
Itowever  we  do  feel  that  the  regulations  should  not  be  so  stringent  that  It  dts- 
courages  the  smaller  buyers.  The  Secretary  of  Agriculture  should  have  the  au- 
thority to  prevent  Irreparable  damage,  provide  severe  penalties  for  those  reftislng 
to  compensate  producers,  and  clarify  the  jurisdiction  In  regard  to  the  Packers 
■nd  Stockyards  authority  relating  to  food  chains. 

6.  We  strongly  urge  that  any  further  increase  In  grazing  fees  be  held  In 
ti«7ance  pending  completion  of  the  recommendations  of  the  Public  Land  Law 
Berlew  Commission  on  grttElng  fees. 


And  now,  Mr.  Chairman,  I  would  like  to  move  to  the  dairy  provisians  of  th« 

van, 

Flrat,  I  wish  to  sketch  briefly  the  economic  situation  in  dairying. 

National  milk  prodncUon  fell  to  116.2  billion  pounds  in  IMS,  the  lowest  level 
dncel9K. 

Milk  cow  numbers  declined  2.7%  in  1&6B  and  the  decline  was  not  entirely  ott- 
Mt  by  a  lees  than  2%  increase  in  productivity  per  cow. 

As  of  January  1>  1^0,  we  have  some  400,000  farms  selling  milk  or  cream  in 
the  Nation.  Hkis  is  a  decline  ot  210,000  dairy  farms  since  1064  and  an  80% 
dedlne  since  19S0. 

We  have  about  300,000  farms  which  would  presently  be  classed  as  commercial 
dairy  farms  and  perhaps  only  about  220,000  of  those  are  grossing  $10,000  in  salea 

Authoritative  projections  are  that,  unless  there  are  slgnlQcant  changes  fn  exist- 
ing dairy  policies,  the  steady  decline  in  dairy  farm  numbers,  dairy  cow  numbers 
aad  total  milk  production  will  continue  during  the  70's. 

Although  there  baa  been  some  Improvement  in  dairy  price  levels  during  1069. 
dairy  costs  have  continued  to  spiral  upwards  at  a  very  dlatresslng  rate. 

Dairymen  have  been  subject  to  the  same  cost-price  pressures  as  other  farmers, 
trlth  taxes  advancing  10%  In  the  past  year,  interest  payments  up  about  8%,  wage 
ntes  up  about  10%.  Dairy  feeds  now  range  f2  to  $4  per  ton  higher  than  a  year 

«<0L 

National  Farmers  Union,  aa  you  know,  has  pressed  at  every  tqifrarinnity  for 
dairy  price  support  Increasee  and  adjustments  in  federal  milk  order  prices. 

"To  Illustrate  how  the  existing  $4.28  price  support  level  has  failed  to  maintain 
dairy  fanner  purchasing  power,  it  can  be  noted  that  this  figure  represented  00% 
of  the  manufacturing  milk  parity  equivalent  when  the  support  level  was  set  in 
Uarch.  1968. 

In  early  1969,  when  the  decision  was  made  to  maintain  the  $4.28  figure,  it  was 
ftjual  to  only  82%  of  parity  equivalent. 

We  do  not  know  what  the  USDA  decision  will  be  for  the  marketing  year  ban- 
ning April  1.  but  If  the  support  remains  at  $4.28,  it  will  then  be  equal  only  to 
ibont  78%  of  parity  equivalent 
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lliiB  brlngE  me  to  our  Bret  recommendation,  wUdi  would  endorae  the  ptopouil 
to  base  milk  Bupports  on  the  all  mitk  parlt;  and  in  eSect  do  away  with  the  mana- 
factnriiiK  milk  parity  equivalent,  which  over  the  years  has  failed  to  maintain  a 
proper  relationship  between  fluid  and  manutacturing  milk  values. 

Currently  (January,  1970),  the  all  milk  parity  ia  $0.82  per  cwt.  and  the  mann- 
(acturing  milk  parity  equivalent  is  S5.45. 

Using  the  manufacturing  milk  parity  equivalent,  U3DA  can  set  the  sapport 
level  somewhere  within  the  range  of  75  to  90% — or,  In  dollars  and  cents,  t»^:ween 
$4.08  and  £4.91. 

Basing  the  support  on  the  all  milk  parity,  the  76  to  90%  range  would  be 
between  $5.12  and  $6,14  per  cwt. 

An  increase  In  the  support  level  to  at  least  $5.12  is  clearly  Justlfled  by  the  cost 
and  Income  situation  of  dairy  'arm  operators. 

In  addition  to  improving  the  overall  support  level,  the  basing  of  snpports  tor 
milk  on  the  all  milk  parity,  without  a  specific  sujiport  minimum  on.  hutterfat, 
would  be  desirable  in  our  opinion  to  encourage  a  healtliy  relatimishlp  in  datry 
product  prices  and  promote  the  greater  consumption  ot  milkfat  and  fat  ptxxlncta. 

We  in  Farmers  Union  also  are  concerned  that  these  additional  legialative 
actions  be  taken  as  part  of  the  comprehensive  farm  bill  which  should  be  approved 

1.  Authority  for  use  of  Class  I  base  plans  should  be  continued  and  made  per- 
manent, with  the  perfecting  amendments  In  the  Coalition  farm  bilL  Without  such 
action,  authority  for  Class  I  base  plans  expires  December  SI,  19T0.  ProvlaiiMW  of 
the  base  plan  should  assure  an  orderly  and  equitable  method  for  new  i^oducers 
to  acquire  bases. 

2.  We  support  tlie  proposal  for  a  producer-financed  program  of  researcdt, 
product  and  market  development  and  educational  and  sales  promotion  for  datry 
products.  Aa  contemplated  Ln  S.  3068,  this  would  operate  within  the  framework 
of  the  milk  order  system,  subject  to  the  approval  of  producers. 

3.  We  support  the  extension  of  authority  under  Section  202  of  the  Agricultural 
Act  of  1949  for  the  donation  by  CCC  of  dairy  products  to  the  military  and  to  the 
Administrator  of  Veterans  Affairs. 

At  our  annual  National  Fanners  Union  convention  in  1969,  our  delegates  also 
aiqtroved  other  dairy  recommendations  which  inclnded  authority  for  use  of  pay- 
ments to  farmers,  passage  of  legislation  to  assure  that  Imported  dairy  prodacts 
meet  health  and  sanitary  requirements  comparalile  to  those  imposed  on  domestic 
dairy  suppliers :  continuation  of  authority  for  indemnity  payments  to  producers 
who  have  lost  markets  due  to  contamination  of  their  product  through  use  of 
recommended  Insecticides;  consolidation  of  bargaining  ettorts  of  milk  producer 
cooperatives  to  obtain  fairer  prices  for  producer-members;  and  continuation  of 
authority  for  establishment  of  a  federal  market  order  for  manufacturing  milk. 

Hr.  Chairman,  I  will  doee  my  presentation  with  a  discussion  of  our  position  on 
one  of  the  moat  controversial  areas  of  agricultural  policy — the  limitation  of  pay- 
ments to  producers. 

PATUKNT  LIUITATIOn 

In  March  of  last  year,  the  delegates  to  our  annual  convention  at  Hot  Springs, 
Ark.,  faced  up  to  one  <^  the  most  difficult  decisions  that  a  farm  organisation 
has  had  to  make  in  modem  history.  That  decision  was  what  to  do  about  the 
payment  limitation  controversy.  The  delegates  did  not  want  to  interfere  with 
the  operation  of  the  form  commodity  programs.  Yet  their  dlscnralon  clearly 
indicated  that  they  understood  the  problem  both  In  terms  of  its  social  sad 
political  Implications.  They  decided  on  a  graduated  formula  approach  as  being 
greatly  desired  over  a  Qat  payment  limitation. 

This  was  a  controversial  issue  at  our  convention  and  there  was  a  heated 
discuslBon  with  one  entire  state  delegation  opposed  to  It  in  any  form. 

The  graduated  formula  the  dele^tes  recommended  would  affect  only  certUl- 
cate,  diverted  acreage  and  direct  payments  applicable  to  wheat  feed  grains 
and  cotton,  or  a  combination  of  these  programs.  They  prescritved  that  the  grad- 
uated formula  would  apply  to  farm  operators  as  defined  by  the  Agricultural 
StabillEation  and  Conservation  Service  with  interest  of  tenants  fully  protected. 

Up  to  $26,000,  the  producer  would  receive  100  percent;  between  $^,000  and 
$3S,000,  the  producer  would  receive  75  percent  or  $7,500;  between  $35,000  and 
$40,000,  the  producer  would  receive  50  percent  or  $6,000,  making  the  maiimnm 
limitation  which  would  a^^ly  at  the  $46,000  level,  $37,500. 
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In  approvlns  tbe  gradnated  formula,  the  delefcatee  realised  that  manr  members 
of  Congress  Bii|q>ort  the  concept  of  some  form  of  payment  limitation.  It  was 
tbeir  hope  that  by  giving  direction  to  the  Congresa,  we  conld  keep  farm  pro- 
grams operating  ancceserully,  speclfloally  In  relation  to  supply-management  For 
example,  they  considered  the  graduated  formnla  as  much  preferred  over  the 
flat  payment  llmitatloa  of  (20,000  which  was  approved  recently  In  tbe  House 
of  BepreaentatlTes. 

In  coming  to  a  decision  on  the  payment  limitation  Issue,  tbe  delegates  were 
"»*fcine  an  attempt  to  urge  members  of  the  House  and  Senate  to  vote  positively 
and  constructively  to  mahe  farm  programs  serve  the  Nation  better.  They  Id 
effect  object  to  payment  limitation  amendments  which  are  offered  as  a  haraas- 
tnent  to  present  farm  programs,  are  completely  negative  and  would  disrupt  and 
erode  these  programs. 

The  CuAiRHAN.  All  right. 

Senator  Dole.  Hal  HeTlebust. 

The  Chaibmax.  Mr.  Hellebust  would  you  step  forward,  please? 

Senator  Dole.  Mr.  Cha.irman,  Mr.  HblI  Helleoust  is  executive  secre- 
tary of  the  Kansas  Cooperative  Council.  On  his  immediate  right  is 
Harold  Wills,  who  is  the  editor  of  the  Marketer  magazine  for  Far- 
Mar-Co.,  Inc.,  and  on  Mr.  Wills'  right  is  Mr.  Bill  Bork,  who  is  execu- 
tive assistant  for  the  Kansas  Co-Op  Council  and  a  bona  fide  farmer. 
Hal  was,  too. 

Mr.  Hellebust.  At  one  time. 

Senator  Dole.  And  maybe  Harold,  too.  I  can  attest  to  the  diligence 
of  Mr.  Bork.  We  ran  against  each  other  for  Congress. 

The  Chaisman.  Is  that  right  ? 

Senator  Dole,  And  fortunately  I  won.  He  is  very  knowledgeable 
in  agriculture  and  Mr.  Hellebust  has  a  new  program  for  the  wheat 
farmer  that  is  almost  Utopian. 

STATEKERT  OT  HAL  HELLEBUST,  EXECUTIVE  SECBETAST, 
EAVUS  COOFEBATITE  OOUITCIL,  TOFEKA,  KANS. 

Mr,  Hellebust.  Mr.  Chairman,  members  of  the  committee,  we 
appreciate  the  opportunity  to  appear  here.  I  am  Hal  Hellebust,  the 
executive  secretary  of  the  Kansas  Cooperative  Council  of  Topdia. 
Our  council  membership  is  composed  of  all  types  of  farmer-owned 
cooperatives  in  Kansas — ^251  associations  in  number.  We  have  a  hope 
to  contribute  to  the  development  of  a  long-range  program  for  agri- 
culture that  will  enhance  the  producers'  economic  position,  very  sub- 
stantially reduce  Federal  expenditures,  and  insure  an  adequate  flow 
of  quality  food  and  fiber  to  our  Nation's  people. 

Our  farmers  in  the  grain  producing  areas  have,  over  the  last  50 
years,  built  complete  grain  marketing  facilities  under  provisions  of 
the  Capper- Volstead  Act  and  other  enabling  legislation. 

This  act  formed  the  foundation  and  set  the  policy  in  this  nation 
for  the  design  and  structure  of  a  farmer-ownea  self-help  marketing 


Thjouaonds  of  local  grain  elevator  facilities  have  been  built.  The 
terminal  storage  space  and  handling  facilities  built  by  farmer  coop- 
eratives along  with  their  local  facilities  physically  handle  a  substantial 
portion  of  our  total  grain  production.  Independent  grain  elevator 
interests  have  similar  modern  handling  facilities.  In  the  economics 
of  grain  marketing  they  have  in  combination  served  as  handlers 
of  grain  from  sellers  to  buyers  on  a  service  charge  or  commission  basis. 
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We  feel  existing  grain  marketing  business  enterprises — both  coop- 
eratiye  and  independent — with  their  facilities,  their  technical  and 
management  personnel,  and  their  ability  to  gather  adequate  financing, 
can,  with  regulatory  help  from  government,  assume  responsibility 
for  obtaining  adeq^uate  and  fair  grain  prices  for  producers. 

We  are  suggesting  that  the  grain  marketing  business  be  restruc- 
tured, utilizing  accepted  techniques  common  to  other  business  seg- 
ments of  our  economy.  We  feel  the  regulatory  power  of  Glovemment 
must  be  employed  for  orderly  marketing  procedures  and  to  saie- 
guard  the  public  interest. 

Grain  production  is  basic  to  our  food  industry  and,  consequently,  ot 
tremendous  public  interest.  The  transportation  industry  is  atmc  to  our 
industrial  complex  and  to  distribution  of  consumer  goods.  Of  similar 
import  to  all  are  the  Nation's  financial  institutions,  the  electric  power 
industry,  and  the  petroleum  industry.  All  are  regulated  by  government 
to  assure  the  public  of  adequate  and  fairly  priced  products  and  services 
while  safeguarding  the  economic  interests  of  those  providing  products 
and  services. 

Similar  regulatory  provisions  specifically  designed  for  the  grain 
merchandising  industry  can  b^;in  tt>  phase  in  agriculture  as  a  full 
partner  in  our  economic  system. 

Supply  management  is  as  important  and  fundamental  in  agricultore 
as  it  ism  industry. 

We  see  no  alternative  to  the  allotment  system  empWed  over  the 
past  three  decades.  In  the  specifics  of  our  proposal  we  reel  the  allot- 
ment system  must  be  modified  to  assign  farmers  marketing  quotas  in 
terms  of  units  or  bushels,  and  for  wheat,  we  feel  market  quotas  would 
need  to  be  set  bv  classes  of  wheat  so  that  market  flow  could  be  tall<aed 
to  the  demand  lor  each  specific  use  of  wheat.  Additionally,  wheat  unit 
quotas  should  be  assi^ed  producers  in  three  categories — domestic, 
Government  foreign  aid  program  requirements,  and  commercial  fcw- 
eign  sales — ^to  preserve  the  two-price  concept.  Stabilized  prices  at  ade- 
quate levels  are  impossible  without  holding  available  supplies  to  effec- 
tive   demand. 

Producers  holding  marketing  quotas,  each  year  prior  to  harvest, 
would  choose  a  terminal  grain  marketing  firm,  cooperative  or  inde- 
pendent, to  act  as  his  marketing  agent.  'Hiis  would  constitute  a  mar- 
keting agreement.  Producers  wouldyield  physical  control  of  his  quota 
at  harvest  time  to  his  marketing  firm. 

Provisions  of  our  agribusiness  marketing  plan  would  assign  the 
Department  of  Agriculture  the  function  of  conducting  an  annual  pro- 
ducers' marketing  agent  signup.  The  Department  would  tabulate  tba 
producer's  declarations  and  issue  a  market  license  for  the  bushel  vol- 
ume designated  to  each  recognized  and  qualified  marketing  firm. 

As  a  counter  balance  to  setting  realistic  marketing  quotas  and  to 
provide  a  basis  for  marketers  to  advance  funds  to  producers,  we  ad: 
that  Government  guarantee  or  insure  a  substantial  portion  of  the 
market  price  as  a  minimum  or  floor.  The  Department,  in  calculating 
market  quotas,  would  simply  short  the  market  flow  so  that  mar^rt 
prices  would  not  drop  below  two-thirds  of  parity  as  we  suggest  in  onr 
draft  bill.  Such  a  price  floor  guarantee  would  be  the  basis  upon  whidi 
the  marketing  firms,  local  banks,  and  production  credit  associations 
could  advance  funds  to  producers  at  harvest  time.  Interest  costs  would 
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be  tduu^ed  to  the  producer.  Thus  we  would  preserve  a  basic  functicm  of 
the  curiBnt  price  support  program. 

Storage  costa  would  become  chargeable  to  marketing  margins. 
Quality  standards  and  grade  discoonti  as  have  been  established  over 
the  years  would  be  maintained. 

(jovemment  involvement  would  be  entirely  regulatoiy — to  deter- 
mine marlKit  quotas,  to  conduct  market  agent  signups,  to  issue  market 
firm  licenses  and  to  insure  price  minimums. 

TVe  are  assuming  that  our  Government  would  continue  foreign  aid 
pro^^rams.  We  would  expect  sadh  shipments  to  be  included  in  the  mar- 
keting quotas,  and  to  be  purchased  at  domestic  prices  through  regular 
marketing  channels. 

The  qualified  marketing  Rrm  owning  or  controlling  handling  fa- 
cilities and  equipped  to  a^^uately  serve  his  clients  at  the  primary  <» 
terminal  market  points,  and  holding  a  valid  market  volume  license 
issued  by  the  Department  of  Agriculture  would  represent  the  pro- 
ducer's price  interest  in  marketplace. 

All  country  delivery  point  fticilities — Whether  cooperative  or  inde* 
pendent — would,  in  advance  of  the  marketing  year,  be  designated 
publicly  aa  sublicenses  of  the  marke*  firms  on  the  terminal  leveL  They 
would  be  handlers  onlv,  acting  under  direction  of  their  designated 
affiliate  on  the  terminal  level. 

The  market  firm  would  be  required  to  advance  fimds  to  the  producer 
up  to  the  price  minimum  or  insured  level,  if  requested,  or  producers 
could  obtain  suoh  funds  from  their  regular  loan  sources.  Market  firms 
would  be  required  to  make  final  settlement  with  producers  at  the  end 
of  the  market  year.  Essentially,  the  market  firms  would  operate  on 
standard  and  common  trade  practices. 

A  marketing  system  so  designed  offers  producers  a  centralized  mar- 
ket with  pricing  decisions  ba^d  on  industrywide  market  power.  The 
age-old  practice  of  thousands  of  producers  in  the  marketplace  with 
a  handful  of  buyers  would  be  eliminated.  Our  marketing  organiza- 
tions would  become  sellers  as  designated  agents  of  producers  rather 
than  speculative  marketers  on  a  cwnmission  or  margin  basis.  Market 
firms  would  need  to  perform  in  the  interests  of  producers — since  fail- 
are  to  do  90  would  undoubtedly  cause  the  producer  to  seek  out  a  new 
representative  the  following  year.  Within  the  cooperative  grain  mar- 
keting structure  we  would  anticipate  the  utilization  of  democratic 
procedures  by  producers  to  establish  their  annual  asking  prices  as 
guidelines  to  their  board  of  directors  and  manag^nent.  We  would 
anticipate  similar  procedures  to  be  established  by  independent  grain 
marketing  firms  with  their  clientele. 

In  the  transition  from  Government  responsibility  to  full  industir 
responsibility  for  current  excess  stocks,  we  suggest  in  our  draft  bill 
that  Government-held  excess  stocks  be  gradual^  liquidated  through 
foreign  aid  programs. 

Future  reserve  stocks,  or  the  often-termed  strategic  reserve,  would 
&ut(»natically  be  maintained  by  producers  as  insurance  against  crop 
failure  by  natural  hazards.  However,  should  it  be  the  consensus  thfUt 
the  Nation's  security  would  be  enhanced  by  maintenance  of  a  reserve 
by  Government,  entirely  insulated  from  the  market,  the  marketing  pro- 
cedures of  the  plan  would  not  be  affected. 


)y  Google 


184 

In  ctMinection  witli  adoption  of  this  market  plan  for  wheat,  it  has 
been  iveeiitly  siigf^ested  to  us  that  the  cost  of  regulatory  functions  of 
llie  DepRKnieiit  of  Agriculture  could  be  home  by  producers  through 
u  very  nominal  feo  i>er  busliel  on  marketing  quotas. 

Thus,  Government  would  be  relieved  of  practically  all  costs  under 
this  profrj-am. 

Potentially,  adoption  of  such  marketing  procedures  would  put  ag- 
riculture on  a  business  basis,  utilizing  techniques  and  business  prac- 
tices common  to  nearlv  all  other  segments  of  the  econwny.  Farmers 
would  be  provided  witli  the  means  to  compete  on  a  fair  and  equitable 
Imsis  withm  the  f  niniework  of  our  free  entenjrise  system. 

Wo  legan  exploring  tlic  feasibility  of  formulating  a  prcwiam  to 
enham«  the  fanners'  bargHiiiing  power  through  utilizing  the  »cilitiea 
of  our  grain  umrketing  stnicture  in  1965, 

We  found  givat  iiiten'st  among  our  membership.  Farmers  want  to 
be  aelf- reliant.  They  have  supported  Federal  fann  programs  as  a  neces- 
sity, (lenerally,  they  have  anpr^t'iated  the  efforts  of  tiie  Congress  and 
readily  reco^izeil  that  witnout  such  help  our  agriculture  would  be 
defunct. 

We  have  held  area  meetings  twice  a  vear  the  past  5  years  with  mem- 
bers of  boanl  of  dirM.'tors  and  other  mterested  producers,  discussing 
the  oont.vpt  of  the  marketing  proposal  we  are  suggesting  here  toitoy. 
We  have  submitteU  it  to  numeivus  economists  for  their  reaction.  We 
have  eitliste<l  the  aid  of  grain  marketing  technicians  in  our  regional 
k.-ooperatives  in  development  wf  the  t^n^ram.  This  past  summer  we  put 
toigether  the  draft  bill  for  wheat  which  we  are  submitting  to  your  com- 
mute for  consideratitm.  We  ivntend  that  the  propo^  can  be  ad- 
justed for  application  to  soybeans,  sorghums,  and  other  feed  grains. 

Our  objet.'tives — in  suinuiarv — are  to  drastically  reduce  Government 
costs  in  agriculture,  give  agricultural  producers  the  opportunity  to 
compete  for  equitable  income  levels  in  the  private  sector  of  the  econ- 
<Huy,  thereby  bringing  stability  to  the  agricultural  ecoDomv,  safe- 
guarding the  food  supply  of  the  Nation,  and  adding  vigor  to  the  total 
economy. 

I  appi-eciate  very  much  the  opportunity  to  appear  and  submit  onr 
grain  marketing  pi-o^KicMl  in  dran  bill  form,  including  my  statement, 
to  this  i.-ommittee,  :ind  I  will  be  glaJ  to  respond  to  any  questions  you 
mav  have,  Mr.  Chairman. 

The  Chaikman,  Suppose  that  your  program  had  been  in  effect  the 
last  ^  yeaiii.  What  would  be  the  amount  of  wheat  on  hand,  do  yon 
think  ?  "We  have  8lKt  million  budiels  now. 

Mr.  Hkllkuisi'.  Yes. 

Tlw  CnAiK.VA\.  How  would  yoa  dis^tose  of  that.  What  techniques 
would  vou  us»i 

Mr.  tlKLj.uii.H-r.  'l'hi»  surplus  in  Govermnent  hands  if  this  prognm 
was  implemunti-d  would  be  worked  otf  on  an  annual  percentage  Msis 
in  the  foivigii  ;iiil  uiv^ruinn  by  (.ioveiiiinent. 

U  h;i.s  Ihhii  biiifiting  up  aiid  we  suggest,  to  begin  with,  that  20  per 
I'ent,  luul  uuiybt'  it  has  bwii  built  up  to  the  point  where  this  figure 
should  b»  li»wci"  n-s  (Ills  would  alfect  tlie  total  supply  currently  and 
the  iucomo  of  fanuois  toi>  nuuh.  Hut  the  point  Is  that  anv  car^over 
that  doe^  not  mow  in  the  uiui-kvt  at  the  a^lng  price  the  ^farmers  de- 
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velop  al<xig  with  the  independents  would  be  deducted  f  nan  the  follow- 
ingyear's  quota  by  classes  of  wheat. 

Tne  Chairhan.  Well,  there  is  bound  to  be  regulation  to  prodnc- 
tion. 

Mr.  Hellebdst.  Sure.  We  see  no  alternative  to  units  in  the  market 
flow.  I  do  not  see  any  other  way  than  to  tie  acreage  in  with  it.  So  that 
you  could  tailor  market  flow  by  classes  of  wheat ;  you  could  tailor  it  to 
the  market  demand. 

The  Chairhan.  Well,  your  program  envisions  a  program,  I  pre- 
sume, like  we  had  before  this  last  one  was  put  in.  In  other  words ;  would 
tkua  program  work  on  a  voluntary  basis? 

Mr.  luuiEBUBT.  No. 

The  Chairman.  You  would  haveto  have  compulsory 

Mr.  Helubust.  Not  if  the  trade — if  the  trade,  cooperatives  and  the 
independent  segments  of  the  grain  industry  is  to  assume  price  responsi- 
tnlitf ,  we  see  no  other  alternative  than  to  have  rigid,  tight  controls 
in  the  market  flow. 

The  Chaisman.  Well,  now,  how  would  you  estimate  the  amount  nec- 
essary, let's  say,  for  1970?  What  would  m  the  procedure?  Would  you 
limit  the  acreage  in  the  production  of  wheat,  let's  say,  in  order  to  meet 
what  you  think  would  be  the  amount  necessary  to  dispose  of  domesti- 
oaJly  and  by  export. 

Mr.  Hel£bbust.  Under  the  provisions  that  we  contemplate,  we  would 
ask  the  Department  of  Agriculture  to  have  the  responsibility  to  deter- 
mine by  classes  of  wheat  what  the  domestic  demands  are  going  to  be 
f<H'  1970,  domesticaUy,  what  the  estimates  are  going  to  be  ror  disposal 
in  foreign  aid  programs,  and  the  best  it  oan  on  the  commercial  foreign 
sales,  and  allocate  back  to  producers  on  a  unit  basis. 

Now,  then,  we  have  a  counterbalance  here  that  they  short  these 
Quotas  sufficiently  so  that  on  a  free  open  market  basis  prices  would  not 
rail  any  lower  than  two-thirds  of  parity.  TTiere  is  a  guarantee  to  keep 
the  estimates  realistic  and  adjusted.  And  if  we  wind  up  the  end  of  the 
year  with  an  excess  in  either  of  these  categories,  it  would  be  deducted 
from  the  next  years  unit  assignments  to  farmers. 

The  Chairman.  In  other  words 

Mr.  Hellebtjst.  So  you  are  perpetually  adjusting  the  inventory. 

llie  Chairman.  That  is  somewhat  similar  to  the  old  program. 

Mr.  Hellebcbt.  Yes. 

The  Chairman.  No  different. 

Mr  .Hellebtjst.  Other  than  when  we  come  up  with  the  marketing 
unit,  then  the  responsibility  on  the  costs  that  are  involved  from  there 
at  is  in  the  private  trade,  or  with  the  grain  industry,  and  the  respon- 
sihility  for  price  is  there  also.  The  trade  cooperative  and  independent 
would  be  licensed  marketers  and  have  this  responsibility. 

The  Chairman.  Well,  who  would  take  care  of  the  cost  if  you  had  a 
Burplust  Let's  say  that— you  said  there  would  be  a  guarantee  by  the 
Government  of  two-thirds 

Mr,  Hellebust.  A  floor,  yes. 

The  Chairman.  A  floor,  there  would  be  a  floor, 

Mr.  Hellebust.  That  the  supply  would  be  held  short  enough  to 
just  about  assure  this. 
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Tlie  C-iiAiEitAN.  Now,  tliat  would  be,  would  have  to  be  taken  over 

by  80iimb(Hly.  Wlio  would  tliat  somebody  be  I 

Mr.  I Iki-lkbiiht.  Th«  {u.rtiii'rH  and  the  cooperatives  and  the  inde- 
puuduul  grain  (HHiplf.  TheHe  are  inarf(iii  co^  margin  costs  in  the 
laarkuliitg  pnH-eduiv,  a  uiifiioiently  high  price  on  the  ultimate  sales 
for  funutii-a  In  alniorb  tlit;  iiiti^reat  cost,  Co  absorb  the  marketing  and 
n-ureliouciiu(r  aitiiei,  the  wUolt>  tiling,  as  we  do  in  other  segments  of 

iutlDttll'V- 

'riieOiiAiBuAN.  Any  further  questions? 

rteimlDi-  hKi.i.utiN.  { littvo  a  question,  Mr.  Chairman. 

Uiulor  tlio  tt^riiid  of  your  |iro(Ki8al,  I  assume  it  is  anticipated  that 
Vv'u  utuiKl  Ui  wlile  to  luirgain  and  get  the  price  of  wheat  in  advance 
K»ii\>ui>. 

Uv.  lUi-iJiBt's'i'.  \Vv>  woiiht  within  the  oooperatii'e  structure  call  area 
ilisivii-t  ntwiings,  nu>ml>er^iip  uweiines.  to  gi\-e  opportunity  to  pro- 
ilu>.-«i's  to  (Ui)>reitti  theuiaelvvs  as  to  what  the  market  asking  price  is 
^otitg  lo  litt  lUi  ihiei  iiituual  l>asis.  And  we  would  assume  that  the 
iUitei>eiKlMti  tra<te  iu  titeir  markeciog  agreement  arrangements  with 
f^vu'"''^  as  ^  utai'kiMLiktf  tirni  would  devi^  something  similar. 

Seua«.U'  Bku-Mon.  Welt,  now,  we  have  had  testunmiT  here  today 
[h:ic  >.uiK'  a  \KiwM  t.*t  the  wheat  we  rai^  ia  this  coiintTT  is  used 
vUmi^siicaltv  (i.>r  human  fi.H,it,l.  When  you  icet  the  prii.'e  up  to  the  point 
ihac  wc  can't  expoi'C  :uiy  more,  what  happens^  Do  we  <:at  bock  to  40 
peivenc  i,>l'  oui- »  heat  uiWuotiyu ; 

Mv.  Hkllu»i..si'.  LtiU  is  the  purpoiw  of  the  three  categories  in  the 
^dluUuenc  pi>x.Wuiv.  to  liio  on  world  prit'e  levels  Co  the  extent  that 
proUui.vit>  will  Hid  oiin  -hi  ;i  prk-e  bfend  oasis.  In  the  oommeccial  wheat 
lUViks  in  svetK^ru  K^uisa^  it  itt  tMir  ^ling  producers  we  have  Calked  to 
will  go  hiither  in  ih^  e.\port  iiiarkec  m  world  price  levels  than  they 
.'till  in  ^ioine  k^hei-  :ii'ea:$. 

Seimtor  Bkllmu.n.  ^'an  you  explain  'n  :v  little  mure  detul  how  this 
would  work  oui '  I  Miisi^evl  that  m  your  testimony.  The  three  caC^ortcs 
vou  iiK'nt ioiivii,  wiu'iv  .i:v  liwy  in  your  lestuiiony '. 

Senator  Mili-kk.  V^m«  J. 

Mr.  HKi-iJiKi  si.'.  Paj;*'  J  ' 

Seu.uoi'  ^ii.i.hK.  In  :ik'  'ii;uule  pai-agrapii. 

Seiiaio:  nKLi.»ni.\,  Ht-u  «i'iii<i  iil?  ^n>l■•v'  >iiy.  I  iin  i  wtieat  grower 
i.th  i  '., A\'-,u[v  naval   liiimni'iii,   low    micli  Jt  :uv  wtieac  will  be  in 

Mr.  Hfj-;.*jii.-.r.  Ui',i,  lu-  n-uini  V  istiiiii:  ttw  Department  tt)  deter- 

iiLin-  ii;:ii.i;ui  'ii  iic  >a«P  •[  Sae***  >i  vneju.  W.'  lave  :i  iiistorical 
■>.\i.';u  ij.  u'  nli.u  .iw  liispo.vil  uis  ttrii.  Si)  iiat  ii  riie  winter  wheat 
uca,  'tv  >vo;uii  .v'L'o  <.ivU'i)i..i>t.'Li  vnai  iiv  ionie^iu  ivaiuirvmenc  and 
:iv  im-wtii-vi!.  'vi  (ouii^ii  ^iei.  mh-  A,intfi-  -.viwai  :s.  In  rile  spring  wheat 
xLv^,  lac  -^iiut:  'lIuii^.  In  -.'iw  I'noiiic  Noiiii^^esc  ror  ii:9taii<.'« — I  chink 
W.>  t^uiv  »  i^uiii>.\:iii.i;('i>  i.'Luvk-  s«.>iue[iuti;£  'ike  "i  jwnrenc  i»  in 
wivn  'Lui*-.     n.y     i'    :>  .:v',..i.-.i;.-.    \.ini    1    :>  rnests  :fi:uiousiups  cliat 

Villi    ^t^-.   -^    .iv    v'..«'.i  'i.u   'n.  tc   ii.ui^viei-N.  taik  ui  ^lilottnents  by 
i;v?M.>  n  ^/ii'd.,  'vv.L.t.-^'  :  liv  iiSii.iiivis.Liv  attfereut. 
S(.iKt.i'i    >k.  .n.^\    'i   :     n-iiiivi    ii    iif  "'ncirii.-  Nortiiwwsi,  I  would 

•^■;i  vo  ;>».ii.viit    ■;'   ii.»  iivviivLn'ii  li  .iif  ^wiia  markec  price. 
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Mr.  Hellebdst.  Well,  they  are  now,  plus  they  have  had  the  Public 
taw  480  advantages  as  well  as  eertihcates  in  current  program.  But 
about  90  percent  of  their  wheat  has  been  going  in  expoit. 

Senator  Bellmon.  Don't  they  get  wheat  certificate  paj-ments  on  the 
same  43  percent  of  their  production  as  I  do  ? 

Mr.  Hellebust.  Yes,  they  have.  They  have  had  an  advantage  there. 

Senator  Beulmon.  So  they  would  suddenly,  then,  get — only  10  per- 
cent of  their  wheat  certificates ;  is  this  true  i 

Mr.  Hellebcst.  Well,  the  certificate  is  compatible  with  the  program 
we  suggest,  it  can  can  be  worked  with  what  we  are  talking  about. 
But  the  price  advantages,  we  feel,  would  gradually  phase  it  out.  I  mean, 
we  would  be  getting 

Senator  Beluuon.  You  anticipate  doing  away  with  export 
certificates  ? 

Mr.  Hellebust.  Yes.  This  would  not  be  necessary,  because  we  would 
get  price  out  of  the  marketplace  directly. 

Senator  &Iiller.  May  I  ask  a  couple  of  questions? 

Sir.  Hellebust,  What  we  are  talking  about  is  to  have  a  realistic 
supply  and  demand  situation  under  a  licensing  provision  here  repre- 
senting farmers  on  price.  If  you  are  going  to  do  this,  then  you  have 
to  be  dealing  with  a  product  that  there  is  demand  for,  in  accordance 
with  what  the  demand  is  for  winter  wheat,  what  it  is  in  various 
categories  of  spring  wheat,  and  for  the  Pacific  Northwest  wheat. 

So  all  we  are  saying  is  that  the  allotment  program  insofar  as  the 
marketer  is  concerned  would  have  to  be  on  the  unit  basis,  and  these 
units  among  farmers  would  have  to  be  on  the  basis  of  what  the  effect 
of  the  market  demand  is  for  various  types  of  wheat. 

Senator  Miller.  This  would  be  a  mandatory  program. 

The  Chairman.  Surely. 

Mr.  Hellebust.  Yes. 

Senator  Miller.  No  exceptions. 

Mr.  Hellebust.  No  exceptions. 

Senator  Miller.  And  the  enforcement  of  the  mandatory  program 
icould  be  handled  by  the  Federal  Government ! 

Mr.  Hellebust.  Yes.  We  have  suggested  penalty  provisions  on  page 
12  of  the  draft. 

Senator  Miller.  Yes.  And  I  presume  that  if  a  farmer  exceeded  the 
quota  that  was  allotted  to  him,  he  would  not  be  permitted  to  market  it ! 

Mr.  Hei.lebust.  No. 

Senator  Miller.  And  suppose  that  he  exceeded  the  acreage  allot- 
ment allotted  to  him  and  fed  it.  Would  that  be  covered,  too? 

Mr.  Hei-lebust.  Well,  what  we  are  attemptinft  to  project  here  is  the 
demand  on  food  wheat.  We  know,  of  course,  it  is  related  to  what 
happens  to  feed  wheat. 

Senator  Miller.  What  your  objective  here  is,  is  to  enable  the  farmer 
through  the  marketing,  through  tlie  private  or  cooperative  marketing 
procedure,  to  obtain  enough  income  so  that  he  will  certainly  be  no 
worse  off  than  he  is  now,  and,  preferably,  better. 

Mr.  Hellebust.  Yes. 

Senator  Miller.  And  wliat  kind  of  a  price  would  tliat  mean  for 
typical  bread  wheat  ? 
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Mr.  (((■■pirnrsr.  W'f.  Uiivc.  wA  jimjeoted  niiy  s!et  definite  price  ex- 
>i>|rl  I- 1'  Hi'Pil  Mti  tint  rli<«.r>-  of  lifiitiprUie  paritv  concept,  that  it  should 
111.  ■.!  Ii'iii;!  Kiiifii'ii-i'iit  f»f  jiiirity  j»ri<«;lr;v«lstolaniiers, 

Si-riii["i   Mrniit.   Vi':^.  Now,  siii>[x»se  that  that  is  the  price 

Ml    lift  I.I  niKr,  Ami  liiitiff  itoii  that. 

,4i>iciiii)  Mm  I, til.  Of  roiit-st-,  oiic  lliinjT  thilt  liothers  me  is  you  have 

|.iliin!   il.rliiij;  iiv-iMiiiliims,  coiiiiiptinp  cooi^rativesj  cooper- 

•tliii>ai'i>iii|u<liiifr  with  llii>iii')viil4Wriu1(^Thnt  kind  of  conix>rtition  could 
ii>aiill  ill  n  lii«i'iin(r  iif  Mm  priiT.  And  I  am  woiiderinff  what  would 
li'iin'i'ii  il'  lliiil  prun  Mils  lu'iilcii  down,  and  esjM'cially  if  it  was  up  8o 
h<llh  thn(  VKii  uiikIiI  Ih>  IronliUnl  bv  imports  of  wheat  from  Canada 

M.     Mm. MM -I     ^.... 

\\  nil.  Snii;ii.ii,  (111.  IS  \vi>  linv(>  tiilkoil  aUMit  these  aspects  of  it, 
I'ni  Hii  f.'i»l  «ii!i  ilio  I'tMtlii.vr  iiiti'H'st  in  iho  miirket  ajrreeraent  tech- 
ni.ui,..  ii-'iiKi'inu:  .■.'I'l'rniiivo,  no  will  lx>  p.Mnpto  annual  pricing.  You 
*1U  h»\T»  nn  »»(vi<»*'(i\-v  wtiioh  will  I*?  known  to  evorvone.  and  you  are 
.li'iliiiii  "II t>  Kn.'wv,  -.iippht's  and  ih.it  is  it.  And  \{  it  does  not  move 
II  ri.>  pi  .. -.  \]:m  i';r  ■.•;\vii:.v:-s  .liv  ask'f.iT-  t":u«^  in  t!\e  allotiuont  pro- 
.v.?iiiN\  >!•.,%  !ii-.i.M  ■-.>:  .v,;.>(a  l'-.o  s:;:-*\!;;ort  year  iliey  will  hold  out 
.  -..i  ,".,i;-„-.  ■,:^^■■-,  ■,'■,•  ■■„  \:  ;\'\^::"f\:^  A*  vr/,  ,\aTT\-  it  a-onflT.  The  bar- 
■•■'   ^ -■■£  i->>«.".  5v^i^  v>  '.':  ■.>.o  "■;\v>.-.,vr  t"-,'?.v.;c':;  r.i:l;7ar!oii  of  the  an- 

fl  tts-j^^r.^;  lY/.  i'fS'wver.y.'.flrkrtinircTOMps, 
■■•  .■  . .'  -.Ns  ^  1  "  -.  -  ;  ■.••.-■  1  f,:r -j-vv^v;- 
\1  Hi  i  1  ^T■,  <.-  ", .  "-.-  ■.',  :v  .-■.■.—.■<•:  '  ■■■(  Tmv  f.'v  si'  £w:iifftohave 
•■•■  ■  ■•  "  '  ■■■.V  <■  v  ■•■  '.v  :.-■■■;'<.  T--i--  ■":■■'•:,'>:  TfA.hir^T  forthe 
^■■•••-  s"i.->  r.-.f.T«crl7x  VTfC'.s  sen  Tear. 
T  1,-1.  icr ■■  ~.c  :■  .V  ::  ~-n^f-'.  .^rcijvsiiion 

-   fr.T^     ■^"    ;'>''f-:    ltvi..    C*nT  feielinp 
V.';  •  iif  ,i.-iiiirsT>.-  ri.TT.'  !*r*:*Ti:(rr-T  i>T*rarinjr 
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things  are  all  scheduled  out.  I  think  what  we  have  to  look  to,  from 
our  viewpoint,  is  the  internal  operations  of  the  marketing  structure 
where  a  lot  of  these  things  will  be  taken  care  of  that  have  prior  to 
this  time  been  a  concern  of  Government  or  the  Department,  like  the 
interest  costs  and  the  carrying  over  the  excess  production. 

In  talking  to  wheat  producers  and  others  that  are  involved,  we 
attempt  to  visualize  the  private  sector  taking  care  of  these  things  and 
being  compensated  by  prices  that  are  adequately  liigh  enough  to  ab- 
sorb these  costs  that  Government  has  had  up  to  this  point. 

The  Chairman.  Well,  what  opposition  do  you  think  you  would 
have  from  the  grain  market  in  Chicago,  Kansas  City,  and  New  York, 
and  other  large 

Mr.  Hellbbttst.  WeU.  Mr.  Chairman,  Mr.  Jimmy  Dean,  J.  H.  Dean, 
If&nager  of  Far-Mar-Co.-Hud8cm,  and  I  were  invited  in  by  Clarence 
Palmby,  the  Assistant  Secretary,  last  July,  and  we  discussed  this  whole 
thing  with  him  for  an  hour  or  two.  Following  that  the  Southwest 
Miller,  a  trade  magazine,  picked  it  up  and  wrote  an  editorial.  They 
didn't  find  any  basic  economic  fault  involved  in  the  proposal.  What 
they  were  questioning  was  farmer  acceptability  and  political  ac- 
cepbance. 

And  this  is  what  we  have  run  into  with  most  economists  and  people 
in  the — wheat  growers — is  tlie  questioning  of  change  from  30  years 
of  custom.  And  what  we  have  been  attempting  to  do  is  to  preserve  the 
price  support  technique,  the  storage  arrangements  and  all  that  we  have 
had  on  these  programs  hut  convert  them  to  tlie  private  sectwr. 

The  Chairman,  Well,  all  of  your,  of  those  who  handle  tlie  grain 
under  your  proposal  would  have  to  be  licensed,  I  presume. 

Mr.  HEtLEBiraT.  Be  licensed.  The  producer  at  the  beginning  of  the 
marketing  year  would  designate  who  his  marketing  agent  is  going  to 
be.  USDA  would  summarize  these  and  issue  a  volume  license  to  that 
specific  grain  marketer. 

Senator  Dole.  Have  you  had  an  opportunity  to  discuss  this  with 
your  counterparts  in  other  States,  such  as  Oklahoma,  Nebraska,  or 
iowa,  or  with  any  of  the  co-ops  there! 

What  basic  support  do  you  have.  Do  you  have  the  support,  of  any 
farm  groups  ?  Are  they  .'^till  a  little  reluctant  or 

3fr.  Hellebust.  We  have,  Senator,  presented  it  to  all  the  farm 
groups,  all  the  other  regional  cooperatives.  Some  of  the  regional 
cooperatives  have  been  involved  and  have  furnished  technical  men  in 
pulling  together  this  proposal.  But  what  we  have  had  Ja  the  becinning 
of  a  (Sango  in  the  direction  or  motivation  of  cooperatives.  There  is 
some  reluctance  to  change  on  the  part  of  a  number  of  them. 

In  our  area  w©  have  felt  that  in  the  cooperative  market  structure 
we  have  the  facilities  and  manpower  and  can  generate  finance.  We 
have  been  searching  for  the  means  and  the  technique  to  represent 
farmers  in  the  marketplace  on  a  price  basis. 

We  have  probably  had  2,000  or  so  producers  in  Kansas  involved 
in  various  meetings.  We  have  had  a  number  of  sessions  with  the 
Kansas  Wheat  Growers  Association,  with  the  men  involved  there, 
an(l  spent  a  great  deal  of  time  in  detail  with  tlieni.  And  I  understand 
that  they  discussed  the  proposal  and  the  idea  at  the  National  Wheat 
Growers  Convention  in  Oklahoma  City.  I  wasn't  there.  They  looked 
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itil'i  it,  nrxi  I  hnn-.  w»^s  a  rf.'^ilTitidn  j^uniied  by  that  meeting  ooinmendiiig 
Hi"  Kiifkh.i  i;i''(ii|i  f'lr  Iriftkinfr  aiiead  into  new  thoughts  and  ideas.  So 
wf  fitit'c  Irf-r-ri  working;  with  many  |«o|>]e.  And  I  thmk  in  the  last  6,  8 
irt'iiitli^  "r  ^»>  ill  Kiiri.^ns  wtt  Uavn  l>e((un  to  get  a  much  broader  accept- 
iiiii-i<  Ik  III)-!,  I  hill.  it.  i-i  iM-iiifrliilkKl  ulxint,  and  tlie  wheat  producers  are 
irfiMiiiM'ly  liHiltili^ll.l.  iu 

Si'iiiililr  lidi.v;,  '('lie,  cost,  |j)  Uir»  (government  would  be  less  with  this 
it|>iin>ii<'li     III.  Ii-nsl  UiiM.  iHytnir  1io|h>-. 

Mr.  \lH:i,r.t»-Hv.  'flnit  ismir  iiitx'.ntionjevtjii  to  the  i>ointof  tlie  regu- 
liildi-y  iiitlt.  iiikI  Lliis  WHS  not.  <nu*  orifrinal  sujrgestion.  It  came  from 
^«■lnl>^^llll'  iiiiliviihinlr;,  iiiiioiifrtho  wiiciit  prowei-s,  that  wheat  growers 
c-(iiilcl  Inlio  II  tiiill  or  l.wo  ]ier  Inislioll  on  tlieir  marketing  quota  and 
lliniMii'  I  lii>  ( iitvi'Miiiii'iil  ti|H'i'!it.ioji  ill  dcterniining  and  assigning  mar- 
Ui'liiii!  iiiii>tii;<, 

Till'  (  iiviiMUN.  Well,  I  pri'sumc  you  would  probably  have  to  do 
tiwiiy  "  itii  llm  (■('(',  would  you  not,  ("omniodity  Credit  Corporation? 

MV.  III!  I  i-m  nr.  Yi's.  insoror  as  f:rnin  storage  in  that  operation.  We 
WTHiliI  like  llio  iivnilnliility  of  thoir  funds  to  temporarily  finance  in- 
\  i»n(  Olios  :i  s  « !iK  Hit'  originid  f  iiiu't  ion  of  CCC. 

Th.'CnMitMw.  Kun.ls! 

Mr.  Hi  I  i.vm  «t.  Kor  liniinoing  advanw  i-wiyments.  But  there  again, 
in  lion  oC  (Iw  pviiv  siii>|>itn.  fho  hx-al  bnnks  and  PCA's  could  advance 
(bow  fiiutN  on  iho  l>i^st^'  of  tho  prii-o  ll<x)r. 

riio  Cn  MKMAV.  Vou  nionn  rbo  gnanintivmadeby  theGo\'enunentl 

Mr.  HT.i.i.vmsT.  Yi^  on  tho  Ivisis  of  the  giiarantee.  Yes. 

rhf-  I'uMHMAN.  Vos.  Thai  is  rijrht. 

Mr.  Hvi,i  Knvsr.  Thoy  <\m\A  adv-iniv  lb(«?  funds,  to  the  extent  local 
bunVoi-*  wonld  n  nnl  to  Iv  iin-oh-M  or  the  I'Vodnrt ion  Credit  Associa- 
lioii.  fln.l  iliniutrh  tho  faoililio;;  of  the  martetor  itself. 

Tlie  l^HMK^tw.  WpII.  yonr  criticism  of  past  pm^rams  evidently 
ivlfffsi.w  il'joll'  111A1V  to  ihf  iiisrkMinjr. 

Mr.  Hvi  1  vwsT.  ^'o^.  we  are  not 

nio  t'uM'KMw.  Si  far  ns  thr  iinvrnii"?  mv  ooTiccraod.  yoa  woald 
wnnl  (hem  h!m.lle.i  ds  thfy  have  Iven  in  the  past,  that  is.  have  cur- 

Mv,  Hv.i>-P.T.v,  Aev 

TIio  »'ii\niy  \\,  Thi-  So.'iwfiTi  n:'  .\,jr:-'fv."'nirr  would  ilesiiHiaTe  the 
munlv!  .11  w!i.>ni  •i.'7>->v  :.p,vi'«rin  r.-"  iiKVJ  T.hp  (Iftmands.  let's  say.  do- 
..v«i-,^;^    n...'   f,..;.  OMV-.:-;.  rti'.-;  ViilTi.-  l*\i  4^u. 

Ml-   Dr.  .vv;v.    >  ,.^.  M'     Ch<:   rip-.f.n, 

Thr  *'ti  ^i^■^|  4\    Ai>,.  ,  ■<.'■■,  (ii(.  iDui.v'ini  f,:  ij  w.iv.ia  hr  Through  the 

M"-.   Uv.  ii-.>,v     'I'l...'  !..  :■;£.'!. 1,  Mv    i^'tiiiminr. ;  or.  tiic  marbering 

'l'!'.'  i'm,  1.^,  .\    lA',.      ii,  i>    >-,ii,i.,  Thii;   r- v(  Tfirmers  hiiTjraining 

^' ■  ''' ■^     '^^  ■■       '•  ■  '■■■"■'i.  I"    1  io!.vitpriiif:agr(wmeiiTs.T>ai]y 

"■■'■■•i!   '•."■'    K  IV 1,,  .....1--,;  T'li'i  voni.  iii.vr  markeriniragree- 

'■  "' ■  '    '■■  ■■!■' ■'-.-,.-,.    V.  i».   1,...  ,,  ii.-.|."«i  '1-  ii:in(]ir  diif  r,Viiim(-.  He 

"■■■"■'•    '"        ■■^''   - '■"'   ■•'■■'■■'    iiii  .'O'liv-iir'-e^.  riir  opporriiTiiTT  to 

),.<;,  ....:.i,  ,.'...,.  -I,  ,.  .,.  ,s.  ..-si. It  ivi^,-..,  «iinui<^  he.  ,\t!(i  in  hi?  iray 
,.,,.  „.  ^..1,1 1,..,-,  .I.,,,..;;,  ,1   "1.,  .-f..\i  i'mi>viiin4fp  smiAtiirp  af  a  marbet- 
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Senator  Miller.  And  that  would  be  backed  up  by  mandatory 

The  Chaibman.  Yes,  bound  to  be. 

Senator  Miller.  And  a  guarantee  on  the  part  of  the  Government, 
at  least  as  far  as  a  minimum  price  is  concerned. 

Mr.  Hellebtjst,  To  short  the  supply  reaching  the  market  sufficiently 
so  that  the  marketing  institution  can  operate  on  a  price  basis. 

The  Chairman,  Well,  we  had  a  progriim  like  this,  like  lie  is  pro- 
posing, minus  the  marketing,  if  you  recall.  That  has  been  quite  a 
while  ago.  Any  large  carryovers  would  be  charged  against  the  next 
year's  crop  and  decrease  the  acreage. 

Senator  Milleb.  Was  that  a  mandatory  program  ? 

The  CHAntMAN.  Oh,  yes,  it  was.  I  mean  the  proposal  was.  It  was 
never  adopted. 

Mr.  Hellebust.  Mr.  Chairman,  we  are  finding  that  attitudes  of 
whcAt  producers  particularly  are  changing  on  this  mandatory  idea. 
This  is  fast  changing. 

The  Chairman.  Well,  I  know  that.  I  know  we  have  Iiad  the  manda- 
tory program  on  all  except  corn.  Corn,  as  I  recall,  was  the  little 
sweetheart  of  our  program.  They  got  the  benefits  but  there  were  no 
restrictions  made.  They  were  guaranteed  so  much  a  bushel,  but  they 
were  always  in  the  program  and  got  the  cream,  whereas  all  other 
commodities,  like  wheat  and  tobacco  and  cotton,  their  program  was 
fixed  acreage,  and  vote  the  program,  by  two-thirds  of  the  farmers 
votnng,  and  it  was  always  compulsory. 

Mr.  Hellebust.  Yes. 

The  Chairman.  I  imagine  that  we  might  have  some  improvements 
in  getting  someone  to  sell  the  commodity  better  advantage,  but  I  am 
just  wondering  if  this  committee  were  to  start  considering  that  what 
the  grain  trade  would  do  in  all  these  big  cities  I  talked  about.  Prob- 
ably, if  we  would  force  them  to  have,  to  obtain  a  license  from  the 
Federal  Government,  why  you  would  kick  up  a  lot  of  dust,  I  imagine. 

Mr.  Hellebust.  Mr.  Chairman,  the  licensing  feature  of  this  is  no 
different  than  you  would  have,  than  we  already  have  in  public  utilities 
and  various  <^er  segments  of  the  economy.  There  is  a  lot  of  simi- 
larity. And  naturally  we  would  expect  resistance. 

Semator  Miu;er.  what  would  this  do  to  the  futures  market? 

Mr.  Heu.kbust.  Well,  Senator,  the  futures  market  has  been  an 
implement  of  the  grain  trade  and  the  cooperatives  have  j^articipated 
in  this,  as  well  as  the  independents,  safeguarding  margins,  but  we 
ask  the  question  as  to  what  it  has  actually  done  to  enhance  farm  price. 

AVe  think  that  you  can  get  along  without  it  as  far  as  the  producers 
are  concerned. 

The  Chairman.  In  other  words,  it  would  destroy  the  futures  mar- 
ket, that  is,  future 

Mr.  Hellebust.  The  need  for  it. 

The  Chairman   (continuing).  Future  gambling,  gambling. 

Senntor  Miller.  Speculation. 

Tlie  Chairman.  Speculation.  That's  a  better  word.  Cnt  out  the 
gambling. 

Senntor  Miller.  Or,  another  word  is  hedging. 

The  Ciiairm.\n.  Yes. 

Senator  Mili.er.  I  can  see  some  piny  in  the  market  under  this,  but 
it  would  be  greatly  restricted,  and  T  agree  with  you,  that  I  do  not 
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Mcc  ilifil.  Mil'  fiihiroH  market  is  particularly  helpful  to  farmers.  I  do 
iiol.  (hiiik  lliiil  it,  liiiH  necessarily  been  intended  that  way,  at  least 


oniciiiiill.v.  ll  WHS  iiilt^iiilpd  for  the  processors. 
Tlii«<'iiAiii.M.\N'.  Sixicultttors.  Speculators, too. 
SiMiiilor  Mii.r.Kii.  Wull,  yea.  Hut  without  the  processors  getting  into 


t  ho  hi>(l|t;inu,  I  doii'l  think  it  would  have  been  much  of  a  market. 

I  htivKiii)  fiiiihcrmicsl ions, Mr. Chairman. 

'rhuCiiAiiiMAN.  iMirthfir questions? 

Si'imlor  Ihn.i:.  No.  We  appreciate  very  mucli  Mr.  Hellebust's  testi- 
iniiny,  tiiid  us  wiis  poinlwl  out  earlier,  this  is  a  result  of  much  work  by 
Mr.  |[i-]]i>liiisl  anil  his  asso<'iates.  Maybe  it  is  a  little  ahead  of  its 
lime,  hut  hi>  will  not  piixo  up  on  it,  and  maybe  some  day  we  can  woik 
itui  this  piitpmii  Hint  will  ^>t  the  Gnveriiment  out  aiid  still  protect 
farm  iut'<»nn». 

'rhoCiiAuiMAN.  1  would  like  to  pet  witnesses,  a  witness  or  two  here 
In  iinaly/,i>  (he  proiHtsiil  and  pick  out  the  soft  spots,  if  there  are  any. 
1  |irt>{<iinu'  wo  wiiulil  tiud  some. 

Si'uii(i>r  IKn  K,  Kif;ht. 

'I'lu't'ii  MUM  \N.  .\nd  wlmt  thoefftvt  of  this  would  be.  And  we  would 
pr\»l>al>l\  linvo  iho  IVpartuu'ut  to  analyze  the  proposal  and  get  their 
oititiion  oi  ii  :md  fuji(n>st  ihat  ^h^^v  jrei  the  opinion  of  trade,  regular — 
liVv  in  V'liii'ajpi,  Kunsw^  t'ity.  ami  Xew  York,  and  the  effect  it  would 
haM«  on  futiuv  salt's.  :ind  so  forrh.  1  think  it  would  be  a  good  thing 
iiv)ia>t'all>^f  that  inthoiiHiirtl, 

\lv.  lltntr.isr.  Mr.  Chainaau.  I  know  that  as  far  as  the  co- 
»Hvrali\iv<  mv  i^'Uivnutl  in  our  lunue  ar«i — based  in  Hutchinson 
\i»\»*ru)4:  t'.iuo  Sta(»»s  that  th«>  anii!)  tivlmii-al  iieople  wotild  be  avail- 
»Mi>  and  l>»>  happy  t*»  do  it.  ,Vud  ihoy  iwve  helped  us  m  the  development 
1*1'  this  pr\*iKv»I, 

rtw  ».'nviKMv\.  Woll.  t!w  lV[>«nmom  mlcht  be  able  to  get  that 
d»«w  fv*r  us  and  j;v' '  ho  \  iows  of  tho  trade,  svo  wliat 

Mr  ll»:i  I  vui  si\  Wi-  tirx  iUv,-.:sA\i  th-s  whh  Senator  Carlson  when 
;«'  was  \'5vv  Mo  >'}v:;.\i  ;;5\  :v,.-i.;o  arrsi'js^-.wr.rs  fv>r  us  lo  talk  to  a 
«'.;n;',vv  ot  ts\>i;,':ij-'iis  ■.-,  ti-.o  lV>-.vir;!r.tSit,  ar^.i  there  are  a  number  of 
)s\>!^'"o  .'tw  ■  •v-;v  «"■„•  \;v  ::i:.v'-,-<r.  a.Vj;;aT:e*i  w:rh  :r.  ai  least. 

r  ■,•  v"'-.  \:sM  v\  \V, '",  w,-  v\ .•:■".:  >>  .uvo  :o  ^rec  ih^tr  view*  when  the 
(V.x»!i;- ,—;  «  •■•vo*'>  .\"  I-  ,-■.  ,x^  ..-.rt\  .'.s  1  >;.-i;et^  ivforv  these  liear- 
■■•,^x  »v'-v  -1  v-.a;,  w,'  ■.;*,•  i--  "'-  :  '  "  -«t  s".  .-":?- -e  w:i>»ft*s  and  let 
.  vvii,'  ,  ,\'v>,-  ■•  ,•  -  ;>-».> '.■.">::«"..,*.:  I  v;rib^>lT  sated 
'  ,-.\\  •■  .■•  .  ,-  ..y.  ^  -•  ■  >  ." ^  '•.,-"  ■  .^  •  X-  ^.^T-trtr.-, >v^rjested  would 
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DBCLABATION  OF  POUCY  AND  LEOiai^TIVB  FTHDINOB 

Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  Congress  to  provide  for  an  ade- 
quate and  orderly  Bow  of  wheat  and  ita  products  in  interstate  and  foreign  com- 
merce at  prices  which  ore  fair  and  reasonable  to  fftrmera  and  consumers.  Wheat 
is  a  basic  source  of  food  for  the  Nation,  is  produced  throughout  the  United  States 
by  several  hundred  thousand  farmers,  ia  sold  on  the  country-wide  market  and,  as 
wheat  or  flour,  flows  almost  entirely  through  instrumentalitlea  of  interstate  and 
foreign  commerce  from  producers  to  consumers. 

Abnormally  excessive  and  abnormally  deficient  supplies  of  wlieat  on  the  coun- 
try-wide market  acutely  and  directly  affect,  burden,  and  obstruct  interstate  and 
foreign  commerce.  Abnormally  exceeaive  supplies  overtax  the  facilities  of  Inter- 
Btate  and  foreign  transportation,  congest  terminal  markets  and  milling  centers 
in  tlie  flow  of  wheat  from  producers  to  consumers,  depress  the  price  of  wheat  in 
Interatate  and  foreign  commerce,  and  otherwise  disrupt  the  orderly  marketing 
oC  auch  commodity  in  such  commerce.  Abnormally  deficient  supplies  result  in  an 
inadequate  flow  of  wheat  and  Ita  products  in  interstate  and  foreign  commerce  with 
conseqoent  Injurious  effects  to  the  Instrumentalities  of  such  commerce  and 
with,  excessive  increases  In  the  prices  of  wheat  and  its  products  in  Interstate  and 
foreign  ctnomerce. 

It  is  in  the  interest  of  the  general  welfare  that  interstate  and  foreign  com- 
merce in  wheat  and  its  products  be  protected  from  such  burdensome  surpluses 
and  distressing  shortages  and  that  a  supply  Of  wheat  be  maintained  which  is 
adequate  to  meet  domestic  consumption  and  export  requirements  in  years  of 
drought,  flood,  and  other  adverse  conditions  as  well  as  In  year.s  of  plenty,  and 
tliat  the  soil  resources  of  the  Nation  be  not  wasted  In  the  production  of  such 
burdensome  lurptuses.  Such  surpluses  result  in  disastrously  low  prices  of  wheat 
and  other  gfalns  to  wheat  producers,  destroy  the  purchasing  power  of  grain 
producers  for  Industrial  products,  and  reduce  Uie  value  of  the  agricultural  assets 
supporting  fie  national  credit  stnieture.  Such  shortages  of  wheat  result  in  un- 
reasonably high  prices  of  flour  and  bread  to  consumers  and  lo.<^s  of  market  out- 
lets by  wheat  producers. 

The  conditions  affecting  the  production  and  marketing  of  wheat  are  such  that, 
without  Federal  assistance,  farmers,  Individually  or  In  cooperation,  cannot  ef- 
fectively prevent  the  recurrence  of  such  surpluses  and  shortages  and  the  burdens 
on  interstate  and  foreign  commerce  resulting  therefrom,  maintain  normal  sup- 
piles  of  wheat,  or  provide  for  the  orderly  marketing  thereof  in  interstate  and 
foreign  commerce. 

The  provisions  of  this  Act  affording  a  cooperative  plan  to  wheat  producers  are 
Qeoessary  in  order  to  minimize  recurring  surpluses  and  shortages  of  wheat  in 
interstate  and  foreign  commerce,  to  provide  for  the  maintainance  of  adequate 
reserve  supplies  thereof,  and  to  provide  for  an  adequate  and  orderly  flow  of 
wheat  and  Its  products  In  Inter.state  and  foreign  commerce  at  prices  which  are 
fair  and  reasonable  to  farmers 


TITLE   I— MARKETING   ALLOTMENTS 

PBOC1.AM*TIONS    of    S0PPL1ES   AND    NATIONAL   MARKETINO    AI.UWMBNTS 

Sec.  101.  (a)  Whenever  prior  to  April  15  in  any  calendar  year  the  Secretary 
determines  that  the  total  supply  of  wheat  in  the  marketing  year  beginning  in 
the  next  succeeding  calendar  year  will,  in  the  absence  of  a  marketing  allot- 
ment program,  likely  be  excessive,  the  Secretary  shall  proclaim  that  a  national 
marketing  allotment  for  wlieat  shall  be  in  effect  for  such  marketing  year  and 
(or  either  the  following  marketing  year  or  the  following  two  marketing  years, 
if  the  Secretary  determines  and  declares  in  such  proclamation  that  a  two-  or 
Ibree-year  marketing  allotment  program  is  necessary  to  effectuate  the  policy 
of  the  Act. 

raOCLAMATIOS    OF    AMOUNT    OP    ALLOTMENT 

Sec.  102.  (a)  If  a  national  marketing  allotment  for  wheat  has  been  j>ro- 
claimed  for  any  marketing  year,  the  Secretary  shall  determine  and  proclaim  the 
amount  of  the  national  marketing  allotment  for  such  marketing  year  not  earlier 
than  January  1  or  later  than  April  IS  of  the  calendar  year  preceding  the  year  in 
which  .such  marketing  year  b^iiis  The  amount  of  the  national  marketing  allot- 
ment for  wheat  for  any  marketing  year  shall  be  an  amount  of  wheat  which  the 
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-'.I  '■"■•fiM-  '  iM tfs  '1 1  IV ill  !■'■  uiiliJiMl  (liiriDK  siiHi  iiiarkKiii;;  y*Mr  fur  luiiiinii 

■'•h(i.(.t;..ii   rii   III.    Iriii"'l  Sljiii-  ;l.^  tir-Ml.  f.«4  jirfdlrA-ls,  ami  lii-vi-raBv-',  <7'iii- 

I"-'"]  '.  Ii'.lly  ••!■  I'.irl];.'  of  uti'irl.  :iiiil  III)  will  >>i^  e\|i<irtcil  fiThtrr  III  tile  form 
f,T  vhi-il   ■.!■  |-r>HliiiU  Hi.T'i.r;    [■■■s    f  A  I   nu  niiioutir  <•!  wllcilt  i-'|il.\l  tii  Ihr  •— ri- 

imiiI'tI  iii.|i'ij(j  i.f  wi I  ItjIii  flu-  I'!iiii-fi  SthK-ji  4liiriii|!  swh  luiirkctiiiK  yi-iir.  i  K  i 

1111  ;iri.i.'iiii  nr  "  111  III  ii|iiiil  (IP  lln'  iiiii'iiirit  n 'II  III  in  it  II!  iliii'oM  tTnin  im-vlmis  imir- 
li'llii^  :lll'illli''1ll  :  I'-:ImIi1)-Ii1'<I  illJiliT  tilis  Al'l,  Hnd  H.'i  20  |M>rcc^itiiiu  Mniiiiiilly 
(■r  lb-  -irMi;.-,  .if  i.lii'jii  .luii.-.l  111-  III-  t'oiiiiuiirlitr  rrwiit  foriKinirl'iii  lit  the  Im- 
uiniiiiiM  „r  11,1.  MMiU.'l  v'lii'  t)ii>  .\i-l  Ihh-»iiii'k  i-mi-rlve  until  mirl)  MiK-kx  nrv  dt- 
lili'iiri.  |ii..i)ili'.|  fiirllHT  lliiil  tlii-vf.  sHii-ks  i.r  ivhciit  isbHl]  lie  pxjmrted  unilfr 
I'liliU-  l.iiv  IMi  iTi.vKl.ms.  'I'lii-  Si-n'lii ry.  In  rlctfriiiliiliij:  tin-  ninoiint  nf  Hit- 
i>:ii)i>i>:il    I 'ki'ilni:  ill  I'll  iiii'iil    for  jiny  nitirk<>tiii);  yciir  shull  not  ik-tpniiini-  iiii 

lllllilllll'lll     III    l'\il-.s    Kt   Hull     lllll'llllll     <lf   ivllfllt    Wllil-tl    ll(>   (>Htiu)ntl>S   will    IVRIllT    ill 

lo'i'iiii'i'i-'  r.-..iviiii:  II  iiniiiiiiiii  hv.tiici-  ri'liini  rn-iu  wluMt  miIiI  or  not  Irs"  thmi 
iiii:.i  |i  r.ii>liiiii  of  llii'  jLirllj-  |iri.f  llicn-ror  Tile  SiHTCtnir  Ktanll  sepanitt^lr  di- 
ii'Miiliii-  ;iii>l  iMiH'liiliii  1 1  I  lli<>  |i.'nTiitiij;i>  or  tile  niirioiinl  iniirketlns  a!l»tiiiMit 
II  111.  1i  i>i<  i"j||iiiiiii':  will  In-  iitili/iHl  iliiriii);  snili  mnrki'f  inp  year  for  Iniuiau  fixMl 

111 iiili  1  111  "  "f  uliriii   ill  llii'  rnilril  Stnli's   1 1; I  iiiiii  the  iiereentdB'e  hy  elni»« 

.if  nlii'iii  Hull  viii  I \|iiiiiiHi  iiiiiliT  Hie  AKhininiml  Trade  Develoiuufiit  ami 

\iii-j|:> V.I   .'f  1'i.-il.  lis  iiiiii'iiil.it   il'nlille  Ijhv  4SI»i.  ami  (3\  the  perx-MitiiKe 

iM  .|ii->i  .if  nlie.il  or  I1ii>  ii:iii<iiiiil  imirkeliinr  iilliilmeiit  which  he  estiiniiteR  will 
111'  I'Mi.iHisI  iliiiiii:;  Mull  iii;irki-liiiK  vejir  luiiler  sale*  not  llnnni-e(l  liy  the  Gor- 
i..'liilieii<  ituilel'  I'uMii'  Ijiw  mux 

iio  ir.  .ifti'v  llii<  iirih'lii  mill  Inn  of  n  nntienal  niRrketlng  allotment  for  wheat  tor 
ntiy  iii!iil,i'tinB yonr.  ihe  Sis-reiary  tins  reitsiMi  to Iv'lievp  that,  heeauneof  n  national 
iM Iter Ki- 1)1  y  ei"  Ihv.ium'  of  n  ntHferlnl  Infri'itw  in  the  deinand  for  wheat,  the  national 
iiinrkeiliie  nlli>fnM<iil  Bhi'ntit  N>  tennlnnteil  or  the  amount  thereof  inereased.  he 
"linll  i^Hiivi'  nn  ininn>11ate  invostlRiiIion  to  Iv  made  to  determine  whether  snch 
nrllon  l«  nrti'i'-ai^'  fn  order  to  moei  mioh  wnerycncy  or  Inerease  In  the  demand 
for  wlienl  If.  i»ii  Ihe  bast*  of  siwh  tiiw>s!tp»tlon.  the  Swretarr  finds  that  TOCh 
jti^iton  i«  in\N>"iir>.  he  sliall  lmineilfa!ely  iir.vla'.m  such  flndini;  and  the  amount 
.if  mil  >.«.-1)  ir.ronw  f.'iird  hy  htm  to  Iv  iieiVSMry  and  liereupon  saeh  national 
insrVeliufi  slloit.i.'v.!  -iliaV.  ]h-  *.»  ini'pea»>d  or  Terminated.  In  case  any  national 
iiisikiiHit  all.'iuii^i  iv  ir,'rM«\i  Htlder  XY.it  sihstvtion.  the  Secretary  shall 
Hi^'vtil.'for  '■ii.--li  fii.-res«e  l>v  ;n»-refl«inc  r'^'*'l'"'*r  ir.arteTinp  apjyirtionments  e^tab- 
^iiih.M  iiiiiVi-  ^■^v■f  Arl  111  11  uniform  jvrvw.t.oce. 

V^I^«;■7^o^'*^■^T  or  NaTWNaI    AU.iTMryT 

Sfi-  "iW  s'  WhrT^i-ver  a  rini;iina',  marVet.rip  aiioTmett  is  proclaimed  under 
■.\-i;ov  ii>l  KTi.i  thi-  !«o,rf!ar)  han  .Ictem-.ined  fttiii  pt-.x-l aimed  the  amount  of  the 
nsii.ii'S'  inisr*.eiinK  .i".lo;m<-r.!.  he  shf.'.l  fijijvir! i.-ir,  ii  amon^  pr.-"dii(*TS  of  the 
iirj.-ni".  vl'>it"i'*  of  \iheai  .vr.  ihr  Kaic)^  ,-■;  Hi^Tpn^-  allrtrmtnts  whici  the  &«cKtary 
.l.'fi'itnirei  ^  ".  p:v-i  ;.1.-  i.'^oiher  w!;?.  Iht  prvrieeted  T>EbiiTiai  yield  per  acre. 
-I  n".-.!!'!  ■•'.■nhA',1  iViif.    "■"    hr  r-!.!:.-B.s';  mftTteilaf  ft'.l.-irmtr.;. 

'■     I''-.    .iTfp'.   Te!iH.-i'-.Tit   ftV-.'^n'OT  ;    fv.r  njif-j;^    less  a   reMrri-  ,-.f  aot  to 

I'v.^ii-,-:  ■-  jM-Ni"  ■■!•  l•.-^^^■..■  :■..:  -.pT^i-  '..>.ii'ei:  f,>;cv;iifv'.  :t.  ;  hi  )■  Fn^M':^^^:..  shall 
N  ■,  ^l«o- !,wrt:  !..  1-.-  SA-i^i'.'  -.ti-.-itii  ;hf  S-ftres  i-H  Tlif  l-dRf  (i  :ie  i^refeilise 
y„.  :\  ..  ..",i-.  .  ■..  i.-.M  ; .  ,.■.■!  -■•.■i.  SM..I  !■-'.* minis',  tf  thi'  tTr.iz.i  defied 
■■,>,•..■.«■,<  1.1  i>>r  *iv -v- ',:-■  V  i-.u  ■  !.-i«.i  I  fi,ir  t.i<f.  i^iiiTBii^i  f.;i;K"ir:i  ■T.mei.t  hase 
f  .    ."  .'  s  ■  M    ■  V  .1.   ■>  *.■  .-.L.v'.i,.-. .-  .1  i.v).!.' :<h<i^  —.1  r.r-i.-i.ii,  prajTk'es.  eMl- 

,,..v    ,),>   ■,!...■,      .     -.   ■..    r.-r.'Ui!.    ■.■..  I'll" --  h.i  ri'tJ   i-if  !.l!«^  rif  I.IK.TT.  t-ii  other 

.,,1, , . . ;   •...,  ,,  ^  ■■iv  -...■,.  i:  .1..  ■V:'  "iiL  !.  .i..;in<.i'  «•:  nslflf-  Iw'TPir.  I.it  ET^irt^on- 

-.     i..  ' ..   .   ', .1    1..    <-.'■-«.. .:...!         rtf  ;hi- s("-:i.ii.. -riT.  The  lisrfs 

'•  ■•■     •■.«.' i.   -,    ...1,11  i  „.-,    l.■!n:TIlPnr^  hc.-cnw   nf  rec^amj- 

■.■'':    V';  •.    V-.'  '.11.  ..i>.>:"i,.i      '\-  r-hp|.|    ii^-  I.  Tenhr^f  of  iini  Xi-  exfved 

.-,v  ■.".   i-i"  ■    '».  .,:i-. .  ■  •-v.v   V.  (ii.  s>".'-riv  jhcouc  th(  ^omirie*  ;i,  iJie  Suite, 
...     1,.   1,.,;,    ,    .1.,   .,-,vvi.ii"i,    ■.-■.  ■.,.!.,.■■    ■.  -.iiiji  iiiiivmeii;  rimes- rill  hiKnical 
i,„,..i,..    -;.i    -v.   .•■■-.  '.   ■■.•.■1  ^.'.i  .%i.....     ...■.:, toni.  t.  :hi  .■\-ti'ii;  (iei'nier.  n?re«sary 

1,.     1..   «v ..-,1,.    ■     :.."'.-_i    .    r..!-  nn..  nii-.itiiMc  anp>irhiiiinii-i;:  1 4  m- for 
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(d)  Tbe  farm  marketing  allotmeDt  for  the  1870  and  an;  subsequent  crop  of 
wheat  sball  be  established  for  eacb  old  farm  b;  apportioning  the  county  wheat 
marketing;  allotment  among  farms  in  the  eountr  on  which  wheat  has  t>een  planted, 
or  is  considered  to  have  been  planted,  during  the  1969  crop  year  for  wlilcli 
Bllotmeuts  were  determined  on  the  basis  of  past  acreage  of  wheat  times  the 
historical  county  average  yield,  adjusted  as  hereinafter  provided.  For  purposes 
of  thte  paragraph,  the  acreage  allotment  for  the  Immediately  preceding  year  may 
be  adjusted  to  reflect  established  orop-rotatlon  practices,  may  be  adjusted  down- 
ward to  reflect  a  reduction  In  the  tlllabie  acreage  on  the  farm,  and  may  be 
adjoated  upward  to  reflect  such  other  factors  aa  the  SecietaTr  determines  should 
be  considered  for  the  purpose  of  establlsliing  a  fair  and  equitable  marketing 
allotment. 

FABU    MABK^TINQ    ALLOTMENr 

Sec.  104.  <n)  The  farm  marketing  allotment  for  any  farm  for  any  marketing 
year  shall  be  the  number  of  bushels  of  wheat  obtained  by  multiplying  the  pro- 
jected farm  yield  by  the  acreage  allotment:  Provided,  Tbat  (1)  the  percentage 
ot  ttie  farm  marketing  allotment  which  may  t>e  utilized  during  any  marketing 
year  for  human  food  in  the  United  States  and  (2)  the  percentage  exported  under 
Public  I^w  480  and  (3)  the  percentage  of  the  farm  marketing  quota  which  may 
be  eiporteij  daring  any  marketing  year  under  sales  not  financed  by  the  Govern- 
ment under  Public  Law  480  nhail  not  exceed  the  separate  percentages  of  the 
national  marketing  quota  for  such  uses  as  determined  by  the  Secretary  under 
section  101. 

(b)  If  marketing  allotments  for  wheat  are  not  in  efFect  for  any  marketing 
year,  all  previous  marketing  allotments  applicable  to  wheat  shall  be  terminated, 
effective  as  of  tbe  first  day  of  such  marketing  year. 

(c>  Notwithstanding  any  other  provision  of  this  Act,  there  shall  be  excluded 
from  the  marketing  allotments  any  amouot  of  wheat  which  is  uaed  on  tbe  farm 
where  grown  and  any  amount  of  wheat  which  is  used  for  seed  as  determined 
in  accordance  with  regulations  issued  by  the  Secretary. 

Teasbfeb  or  Allotme.^tb 

Sec.  105.  Xotwithittanding  any  other  provicdon  of  law,  a  producer  producing 
lesK  wheat  during  any  marketing  year  than  tbe  awouut  equal  to  bis  fami  mar- 
keting allotment  may,  in  a<rcordance  with  regulations  prescribed  by  the  Secre- 
tary, acquire  wheat  from  other  producers  within  his  total  farm  marketing  al- 
lotment and  market  such  wheat  through  his  designated  marketing  Arm  or  flnus. 
Any  wheat  so  acquired  from  another  producer  shall  be  regarded  as  having  been 
produced  on  the  acquiring  producer's  farm. 

Reserve  Supplz 

Sec.  lOG.  Producers  of  wheat  aligned  marketing  allotments  who  have  wheat 
they  hare  produced  in  excess  of  their  annual  marketing  allotments,  may  ui^e 
such  stock.*  us  strategic  reserves  to  be  called  upon  by  the  Secretary  as  provided 
iuSe<-.  102(b)  of  this  Act. 

Pi:bchaseb  fob  Kxpokt  bt  Gover.nmgnt 

Sec.  107.  All  stocks  of  wheat  exported  under  the  Agricultural  Trade  Develop- 
ment and  Assistance  Act  of  l!Ki-l  as  amended  (Public  Law  480)  shall  be  acquired 
In  the  domestic  market  except  as  provided  In  Sec.  102(a). 

Refesenduu 

Sec.  lOS.  If  a  national  marketing  allotment  for  wheat  for  one,  two,  or  three 
marketing  yeant  is  proclaimed,  tbe  Secretary  shall,  not  later  than  August  1  of 
tbe  calendar  year  in  whicb  such  national  marketing  allotment  is  proclaimed, 
conduct  a  referendum,  by  secret  ballot,  of  wheat  producers  to  determine  whether 
they  favor  or  opiJO.'<e  mariceting  allotments  for  the  marketing  year  or  years  for 
which  prM'laioied.  Any  producer  who  has  a  marketing  allotment  !<liall  be  eligible 
to  east  1  vote  for  each  bushel  of  his  marketing  allotment  in  any  referendum  held 
pomiant  to  this  section.  The  Secretary  shall  proclaim  the  resulta  ot  any  referen- 
dum held  hereunder  within  thirt}'  days  after  the  date  of  such  referendum,  and  If 
the  Secretary  determines  that  more  than  one-half  of  the  votes  cast  In  the 
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rprcri'iHlnni  nrc  nicnlnHl,  mnrkf^ing  allifttnt-ntfi.  the  Secretary  shall  proclaim  tLot 
iiinrkHlnfc  filltitiii'-uln  will  not  h^  In  eOift  with  respect  to  the  crop  of  wheat  pru- 
iliiii'il  Tit  liiirvcHl  In  tin-  calt-ndar  ypar  following  the  calendar  year  in  whleb  tlie 
ri>ffn>ii<1iiiii  Ih  lichl.  If  tht-  Set-retury  <letermfne9  that  one-half  or  more  of  the 
vdtcn  '■n»t  III  n  n-fi'n'n<liini  apitrove  marketing  allotments  for  a.  period  of  two 
iir  llirii-  iniirkclliiK  yearn,  no  refprendiim  shall  be  held  for  the  subsequent  year 
HT  y»'H  rM  of  diich  iieHoi). 

I'K SALTY  PBOVIBIONS 

BRr.  lOO.  (a)  No  person,  partnership,  or  corporation  shall  produce  or  posMSS 
whi'iii  iirilcNH  inillioriM-d  by  the  Secretary  by  aHwignraent  of  a  marketing  allot- 
nii'ril  uiili<*<«  lliey  iin'  an  aiiiiriivcti  mnrketlnj:  Arm  or  agent  thereof,  or  a  processor 
iir  nil  i'T|iiirlliiE  llnii  whlrh  ban  acquired  stocks  from  an  iiyproved  marketing 
firm,  VIniiiliirH  kIiiiII  Iii'  subiect  to  flnen  or  Imprisonment  of  $10,000  or  ten 
yiMiriii  iir  tuitli. 

ill)    rriiihiiiTH  HflliiiK  ttbent   In  excess  of  marketing  allotments  shall  be  SQb- 

,li'fl   l.>  lliii's  or  liiii'rh lent  of  $."..000  or  Hve  years  or  both,  and  shall  have 

niHrkiiilng  nllMmmiln  rrvukcd  during  effective  term  of  this  Act. 

TITM';  II     MA11KKTIN"(!  KIllMS  AND  PRICE  SUPPORT 

SIarketino  FlBMS 

Sn-.  J<)|.  lat  linrInK  tiny  niiirkelfng  year  for  which  wheat  marketing  quotas 
are  in  elTis-t.  cvory  )>nKlnivr  of  wheat  shall  market  his  wheat  only  through  an 
n|<i>r<ived  miirkeilns  itrin  having  ailtviiiaie  facilities  in  the  regional  martlets 
as  di'Icnnlned  and  appnivini  by  the  Sei'retary.  Prior  to  the  banning  of  the 
niarkettng  year,  each  pnnhnfr  shall  tmtify  the  Secretary  Of  the  approved  m«r- 
ketlni:  lliiti  he  >>hiM>s(>s  In  niarkei  his  wheiit  and  the  amount  or  amounts  of 
Ihe  famt  nmrkellng  allotment  lie  liuends  to  market  through  such  firm.  Any 
nlicai  which  a  i>riHluii>r  niarkelK  other  than  through  his  designated  marketing 
flrra  shall  be  regnrdeil  as  imrt  of  tlie  farm  marketing  excess  and  subject  to  the 
penallliMi  proviileil  In  neotion  lOSV 

(hi  Prior  1i>  Ihe  lieglnning  of  each  marketing  year  approved  market  firms 
■.ball  notir>  ilie  ^!^v^^'la^y  .if  ibe  lin-atlon  of  its  own  wheat  handling  facilities 
ai  I'val  I'liuniry  delivery  i»iints  and  the  name  and  location  of  other  facilities 
ni)(  ■muiil  by  it  niili  nhi.'h  it  has  i*iintractna1  agreement  to  serve  as  additional 
li»Ti1  delivery  jMints, 

(c^  No  tlnvi  nviy  mnrket  .t  oihcwi-v  dispose  of  wheat  dnring  any  marketing 
year  in  e\i-ess  ,if  the  folal  ilesignated  to  Ihem  by  producers  for  that  year,  plu;" 
any  undermarkeiinev  fr.nii  pri>T  niarkeiinp  yi-ars  of  wheat  produced  within 
nisvket iv-c  nlloimcuts  previously  established  under  this  Act:  ProrMed.  That 
1 1 1  Ihe  i>er.vnlage  of  Ihe  total  farm  marketing  alloimenls  which  may  be  utilised 
during  anj  niarfcoling  year  for  use  .ind  consumpjimi  in  ihe  T"niied  States  and 
(2^  Ihe  percentage  exported  under  PuhHc  I^w  4S0  and  '3i  the  perc^itage 
ef  fhi>  I.Hal  farm  mnrketiug  ailolmcnli!  which  may  be  cxporteil  during  any 
nirti'kcling  )e:ir  un.icr  sales  not  lliiani-cd  by  she  government  under  Piittlic 
Kin  J**""  Nh.ill  Iv  ctjuni  to  !hc  seiwraie  inT.-ciitages  of  the  national  marketing 
■liMia  fi':-  -wb  HMOS  a-  dcnmiine.l  liy  ilie  SciTcrary  under  section  KH.  Each 
markelinK  firm  shall,  in  accordance  with  regulations  iwined  by  the  Secretary, 
make  i-.i«->i-ts  .\u  ilw  ini.-i!  r.-irm  inarkilinp  alK^rnirii:-  ii  is  auth(irij;ed  to  mar- 
ki'l,  ;1i,'  lorj]  v'b<-:it  ii  ri-.n':i*<-s  an.l  n»irketT.,  ibc  n'»->  niaile  of  ihe  wheat,  and 
;!«■  i-ro.'.ied'-  pniil  re  farmer*. 

.ill  r[i.in  ilellveriiii.  his  »beMi  m  ilin  niarfceiing  firm,  the  producer  shall  Ite 
enlitled  ro  re.ioi\-c  nn  iiibini  pftjinenl  from  the  markering  firm  on  the  proceeds 
t.i  he  deriv-efl  from  ilic  nlii'sl  e^tu.-il  ti.  the  unmlw-r  of  ^nBhel*  delivered  times  50 
per.i»ntum  of  the  parity  prii-e  of  wlient  n>  defemilued  by  the  Secretary,  after 
aditi«in!OTil  fur  lo,-n1ioii.  lirno  of  nn-kfting.  class,  pmde,  and  other  factors.  The 
priMlii.^T  wliiil!  be  eel  ir  led  ;.-'  n>i'ivi-  ilic  renin  iiiderof  the  proweds.  if  any,  derived 
from  his  .-lass,  grodi-.  iinii  (|""i'il>  "f  wheal  not  later  than  SO  days  after  tbe  end 
of  Ihe  mrirbotini:  yen;-  i.\,n'|ii  ilini  undermfirfceting*  wonld  l>e  settled  for  not 
Inter  ilniii  HO  d>>>-s  -iftev  ibr  ;»<<i  :i.ili'  Xuy  tlrni  failing  te  make  nn  adT-ant*  of 
funils  a*  roiiwtcd  di  !\  pr<'ilii-iT  .-r  otherwisr  failing  to  neconnt  properly  to  the 
prndi'iw  ffi-  Ihe  pri^'.'o.vts  froii;  rb.-  whi-ni  MbJil;  not  he  ri'M^mined  aK  an  approved 
markeiiiigflrni  In  the  ne\l  succc'diiiK  nmrberingyenr. 
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<e)  Any  Brm  which  markets  or  aUierwise  disposes  of  wbeat  during  an;  mar- 
kettiig  year  Id  exceas  of  the  total  amount  of  wheat  produced  within  the  total 
HMU-ketlng  allotments  of  producers  who  designate  the  firm  to  market  their  wheat 
(as  Increaaed  to  reflect  any  undennarketings  in  prior  marketing  years  of  wheat 
prodDced  within  farm  marketing  allotments  previouaiy  established  tinder  this 
Act)  ^lall  be  subject  to  a  penalty  on  the  amount  of  any  such  excess  at  the  rate 
per  bnshel  equal  to  S5  percentum  of  the  parity  price  per  busliel  of  whent  as  of 
Hay  1  of  the  marketing  year  in  which  the  excess  wheat  is  marketed  or  otherwise 
disponed  of.  Such  penalty  shall  also  be  applicable  to  any  amount  of  wheat  which 
any  firm  markets  or  otherwise  disposes  of  for  domestic  tood  use  in  esceae  of  the 
percentage  of  the  national  markettng  allotment  specified  for  such  use  by  the 
Secretary  In  section  102. 

Pbice  GuABAnTEE 

Skc.  202.  (a)  Notwithstanding  any  other  provision  of  law,  during  any  year  in 
wlUch  marketing  allotments  are  tn  effect  under  this  Act.  the  Secretary  of  Agri- 
coltore  ^all  guarantee  minimum  total  returns  from  wheat  at  a  national  average 
ot  not  less  tlian  66%  percentum  of  tl>e  parity  price  therefor  as  determined  by 
the  Secretary.  Approved  marketing  firms  must  agree  to  receive  and  promptly 
distribute  such  uniform  flat  national  deficit  payment  to  producers.  The  producer 
may,  in  accordance  with  regulations  prescribed  by  tie  Secretary,  assign  Me 
right  to  receive  snch  payments  to  his  designated  marketing  Srm  or  firms. 

(b)  The  Secretary,  in  determining  the  guaranteed  prices  and  rates  of  payment 
needed  to  make  minimum  returns,  may  make  adjustments  in  such  prices  or 
rates  for  differences  in  grade,  quality,  type,  location,  and  other  factors  to  the 
ext^it  he  deems  practicable  and  desirable.  Determinations  by  the  Secretary 
under  this  Act  shall  be  final  and  conclusive.  The  facts  constituting  the  basds  for 
any  operuOon,  payment,  or  amount  thereof  when  officially  determined  la  con- 
formity with  applicable  regulations  prescribed  by  the  Secretary  shall  he  final 
and  conclusive  and  shall  not  be  reviewable  by  any  other  officer  or  agency  of  the 
Goyeroment. 

(c)  The  Secretary  is  authorized  to  utilize  the  facilities,  services,  authorities, 
and  funds  of  ttie  Commodity  Credit  Corporation  in  discharging  his  functions 
and  veeponsibliiUes  under  this  Act,  Including  the  payment  of  costs  of  admlnie- 
tratlbn. 

TITLE  III— GENERAL  PROVISIONS 

Sec.  301.  (a)  This  section  shall  apply  to  processors  of  wheat,  warehousemen 
and  exporters  of  wheat  and  food  products,  and  all  persons  purchasing,  selling, 
or  otiierwlae  dealing  in  wheat.  Any  such  person  shall,  from  time  to  time  on 
request  of  the  Secretary,  report  to  the  Secretary  such  information  and  keep 
such  records  as  the  Secretary  finds  to  be  necessary  to  enable  bim  to  carry  out 
the  prOTislons  of  this  subtitle.  Such  information  shall  be  reported  and  aach 
records  shall  be  kept  in  nuch  manner  as  the  Secretary  shall  prescribe.  For  the 
pon>oae  of  ascertaining  the  correctness  of  any  report  made  or  record  kept,  or 
at  obtaining  Information  required  to  be  furnished  In  any  report,  but  not  60 
fnml^ed,  the  Secretary  Is  hereby  authorized  to  examine  fiuch  books,  papers, 
records,  acconnts,  correspondence,  contracts,  documents,  and  memorandoma  as 
be  has  reason  to  believe  are  relevant  and  are  within  the  control  of  such  person. 

<b)  Any  person  who  knowingly  fails  to  make  any  report  or  keep  any  record  as 
required  by  this  section  or  other  provisions  of  this  Act  Nhail  be  deemed  guilty 
of  a  misdemeanor  and  upon  conviction  thereof  shall  be  .subject  to  a  fine  of  not 
more  than  96,000  tor  each  violation. 

Reoulatioss 

s  may  he  necessary 

Definitions 

Sec.  303.  The  terms  deflned  in  the  Agricultural  Adjustment  Act  of  1938.  as 
amended,  and  the  Agricultural  Act  of  1949,  as  amended,  shall  have  the  same 
meanings  when  used  In  this  Act. 
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Repeal  of  Fbevioub  Leoisi^tioit 

Sec.  304.  Part  III  of  subUtle  B  and  snbtltle  U  of  UUe  III  of  the  Agrlcnltnral 
Adjustment  Act  of  1938,  aa  amended,  and  any  otber  prorlsioii  of  law  In  coniUct 
tflth  theproTlHloiuof  this  Act  are  hereby  repealed. 

The  Chairjian.  Without  objection,  we  will  recess  until  10  o'clock 
tomorrow,  and  the  chances  are  we  miglit  consider  those  two  bills, 
Senator  Dole. 

(Whereupon,  at  5 :45  p.m.,  the  committee  adjourned,  to  reconvene 
at  10  a.m.,  on  Thursday,  February  10,  1970.) 
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AGRICULTURAL  ACT  OF  1970 


THtTBSDAT,   FEBBUABY   18,   1970 

U.S.  Senate, 
Committee  on  AGRicur.TTEE  and  Forestbt, 

Washington,  D.C 
TTie  committee  met,  pursuant  to  recess,  at  10 :17  a.m.,  in  room  324, 
Old  Senate  Office  Building,  Hon.  Allen  J.  Ellender  (chairman)  pre- 
siding. 

Present:  Senators  Ellender,  Talmadge,  Jordan  of  North  Carolina, 
Holland,  McGovern,  Young  of  North  Dakota,  Miller,  Curfia,  Dole, 
and  Bellmon. 
Also  present :  Senator  Burdick. 

The  Chairman,  The  committee  will  continue  hearings  on  the  farm 
program  to  replace  the  present  one  and  the  first  witness  this  morning 
IS  Senator  McGovern. 

SFATEKEirr  OF  HON.  GEOEOE  S.  UcGOTEBN,  A  1T.8.  SENAIOS  FSOH 
TEE  STATE  OP  SOTTTE  DAKOTA 

Senator  McGo^'ERN.  Thank  you,  Mr.  Cliaiiman.  I  liave  a  ratliei' 
lengtliy  statemMit  that  I  would  like  to  liave  printed  in  the  record  as 
it  is  prepared. 

The  CiiAiRsiAN.  Without  objection,  that  will  be  done. 

Senator  McGovebn.  I  will  simply  hit  some  of  the  highlights  of  it. 

The  CHAiRMAN.Proceed. 

Senator  McGovern.  And  summarize  it  in  order  to  save  the  time  of 
the  committee.  I  would  also  like  to  ask  unanimous  consent  that  a 
chart  illustrating  how  the  consumer  reserve  provision  of  the  bill 
works,  plus  the  staff's  explanation  of  the  bill  S.  3068,  be  included 
in  the  record. 

The  Chairman.  Without  objection,  that  will  be  done. 

(The  prepared  statement  of  Senator  McGovern  and  attachments 
are  as  follows:) 

Mr.  Chairman  aod  fellow  members  of  the  Agriculture  Committer,  we  are  em- 
barking todaj  on  a  task  of  utmost  urgency  for  the  Nation's  farmers  and,  1  believe, 
for  the  entire  population. 

Certainly  we  must  act,  and  I  am  here  recommending  a  specllic  form  of  ac- 
tion known  as  the  coalition  farm  bill.  It  represents  the  combined  thinking  and 
the  combined  fnipport  of  some  twenty-flve  major  farm  organizntions  and  com- 
modity groaps. 

I  consider  It  qnite  significant  that  it  has  the  endorsement  of  the  Xntioniil 
Association  of  Farmer-Elected  Committeemen,  whose  convention  I  was  prlvilegeil 
to  address  early  in  December,  These  elected  ASOS  officials  are  in  the  best  possible 
position  to  know  the  needs  of  aBriculture. 

The  Committee  staff  has  compiled  an  explanation  of  the  bill,  and  I  ask  thai 

it  be  made  a  part  of  the  hetiring  record.  Representatives  of  the  grouivi  included 
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In  Ihc  'iHilitlon  nri!  jircjiMrvd  to  UiMtitj  in  detail  on  its  treatment  of  various 
L-cfmiriiMlIlifv.  Tlic  central  point  which  1  want  to  deal  with  here  la  that  it  pro- 
liiiwM  lrti|iriivi'iiii-nt'i  in  furni  Inr'rinic.  Itx  CHHence  is  a  continuation  of  existing 
coinnuMlIlf  tffclH  1)1  lion,  with  iiincnduitntii  aimed  at  increasing  returns  to  com- 
lilj'InKfontiiTH. 

P'nr  wlii'iil.  It  wftnlil  Holldlfy  the  <-iiicruge  of  domestic  food  wheat  at  100 
jiprreiit  (if  jinrll)',  and  wiiiiid  ntit  u  minimum  support  of  not  less  than  ^2S  per 
liuHlii'i.  'nii>  iii-w  ri-liirn  wimld  he  in  the  form  of  a  requirement  that  wheat 
exjiiirt  <'i'rtlll('iit('H  bo  lu-t  to  hrlnf;  total  retuma  on  ex[K)rted  wheat  to  a  "'"'"inni 
■if  iiri  |H'n-i'nt  of  iMirlty,  rcplFU'inK  the  cxlHtlng  variable  certificate  based  od  world 
lirlct'H.  'I'lii'  iiildcil  <f>Ht  winild  In'  uljout  $275  million. 

'I'iie  Fti'il  (IrnlnH  provlMlonH  would  move  price  support  loans  for  corn  up  from 
ffi.IKi  In  (11. 1')  )K>r  hiiHhcl,  iinil  they  would  raise  the  direct  payment  from  80 
ivntH  Id  411  i'I'iiIh,  with  cotiimi'UHiirute  increases  for  other  feed  grains.  TUa 
wiDiM  liHng  ("till  ri'hirnH  ii]i  to  a  minlmnm  of  90  percent  of  parity,  and  would 
rcMt  itlionl  $:ri()  million. 

'i'tii>  t>nlry  illtc  wiinld  fxlcnd  and  clarify  the  authority  for  Inclnaion  of  clui  I 
lmm<  ptiiriK  in  Fi'dcrni  milk  ninrlcctlng  orders,  removing  some  of  the  obstacles 
wlili'li  htivc  |in'i'1n<lcd  widi>M|ir<<ad  use  of  tlila  marlcetlng  toot.  ElstahUabed  daliT 
fiiriiii'rH  wiinid  Hliiiri>  the  iH-ticlltH  o[  nittrket  growth,  the  present  requirement  fw 
hanlRK  prliv  anpiHirts  on  butterfiit  content  would  be  repealed,  and  seasonal  base 
pIniiH  would  he  Mi'i'irnlpiy  and  i^iM-clfl cully  anthorlEcd.  The  anthoriiatlon  for 
I'litKH  I  Imiw  \y\nn»  would  Im-  miidc  |K<niiiini'nt. 

'Vhp  1)111  ii>nli)iTiH  new  niitiiorlty  for  an  acreage  diversion  program  on  aoybeaaa 
and  ll.-iitMtHl.  which  would  l>c  nvnihiMc  when  total  stocks  accumulate  In  excess 
of  \M  nitUlon  bUKhclM  or  i.'t  i)t*rcent  of  the  jirevious  year's  use,  whichever  Is  less. 
Wnpimrt)!  woidd  ho  m-t  nt  75  (leni'nt  of  parity.  This  provision  would  end  tbe 
nc>ti>«wily  of  n'lyiiig  uiton  reductions  In  support  rates  as  a  means  of  dlsconragLng 
oirriintdtii'tioTi.  Hnd  woiilit  cost  from  $^-'i  to  $3o  million.  A  diversion  program  for 
rice  in  b1)M)  nii(liori*cd. 

KxlKllng  programs  for  wool  and  cotton  would  be  extended  without  change. 

ItoyiMiit  the  comuiodity  |)roitram».  tbe  hill  would  establish  consumer  protec- 
tion n'M'rwM  nf  w1)(>i)t.  fct'^  grnins.  soybeans  and  cotton.  I  think  this  Is  an 
oxw'nCiHl  fcittnn*,  riMching  acros.s  the  problems  that  can  occur  for  l>otb  pro- 
dncerf  and  conKumi'rM  hiT.iim'  of  our  inability  to  predict  with  predslou  ttw 
KiKf  of  n  yonr's  >'mp.  Al  IIiIk  point.  Mr.  Ch.ilrman.  I  would  like  to  insert  In  the 
TW<^n1  rt  l;U>lc  showing  liow  tho  rcwrvc  would  operate  and  the  slse  of  ConuDOdlCr 
Orcdil  (\irpovnlion  and  on-tlie-farm  stocks  tbe  bill  contemidstes. 

[Tlic  taMo  is  as  follows:) 

OPIfifTION  or  CONSUMER  PROTECTION  OESOIVE  UNDER  S.  30GI 
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Another  title  of  the  bill  would  authorize  the  eetablishmeiit  of  markeUng  orders 
lot  any  conimoditr  when  supported  by  a  two-thirds  majority  of  producers.  This 
provision  draws  upon  our  Bucceaafol  eiperience  in  dairy,  and  Is  offered  In  the 
conviction  that  the  same  tool  can  work  effectively  In  other  areas. 

I  want  to  make  special  mention  of  two  provisions  of  the  bill  which  cut  across 
more  than  one  commodity  program.  The  titles  for  wheat  and  feed  grains  would 
both  make  mandatory  the  present  discretionary  authority  to  make  partial  pay- 
ments in  advance  of  performance.  This  requirement,  which  sets  the  advance 
payment  at  50  percent  of  the  total,  la  extremely  important  because  of  the 
farmers'  needs  for  operating  capital  during  the  planting  season.  The  Depart- 
ment's decision  this  year  to  eliminate  the  advance  payment  on  feed  grains, 
whicli  I  hope  we  will  reverse  legislatively  through  separate  legislation  pending 
before  the  Committee,  will  work  a  severe  hardsliip,  particularly  because  of  the 
record  high  interest  rates  which  must  be  paid  if  that  capital  Is  to  be  secured 
&om  other  sources.  The  net  effect  of  the  Secretary's  decision  will  be  a  reduction 
In  tbe  Federal  budget  for  one  fiscal  year,  an  increase  in  the  next  fiscal  year,  and 
millions  of  dollars  in  interest  charges  to  hard-pressed  farmers. 

Finally,  there  Is  a  provision  in  the  bill  limiting  the  amount  by  which  the 
projected  yield  of  a  farm  can  be  adjusted  downward  as  a  consequence  of  natnral 
disaster  in  previous  years.  As  members  of  the  Committee  know,  the  amonnt 
ot  production  to  be  allowed  on  a  given  farm  Is  established  primarily  by  history. 
As  a  consequence,  such  natural  disasters  as  Boo6b,  drought  or  storms  can 
drastically  affect  the  projected  yield.  The  coalition  bill  would  limit  this  effect 
to  5  percent  of  tbe  production,  In  effect  eliminating  at  least  a  good  share  of  the 
added  penalty  the  programs  now  Impose  on  farmers  who  suffer  crop  losses. 

It  is  dear,  Mr.  Chairman,  that  this  bill  is  both  modest  and  practical.  I  think 
it  indicates  commendable  patience  on  the  part  of  people  who  have  for  many 
years  sought  the  elusive  goal  of  full  parity.  They  ask  no  more  than  minimal 
progress  toward  that  goal. 

I  hope  the  Committee  will  act  favorably  on  S.  3068.  If  there  is  a  consensus  In 
agriculture — and  farmers  are  more  closely  united  now  than  they  have  ever  been 
Id  my  recollection — It  la  behind  this  proposal. 

Along  with  several  member  organizations  of  the  coalition,  bnt  not  all,  I  hope 
tbe  Committee  wlU  also  Incorporate  in  the  bill  a  graduated  limitation  on 
tbe  amonnt  of  payments  any  Individual  producer  can  receive.  It  should  be  set 
at  tbe  lowest  levels  consistent  with  achievement  of  production  control  ob- 
jectives. I  do  not  think  the  $10,000  figure  that  has  been  suggested  is  unrealistic 
in  that  respect 

A  provision  of  this  kind  would  eliminate  one  of  the  central  causes  of  urban 
dissatisfaction  with  our  farm  programs  It  would  allow  the  concentration  of 
benefits  to  those  who  Deed  them  most,  and  it  wonld  be  consistent  with  the  policy 
of  enconraging  family  farm  agriculture  which  we  have  so  frequently  repeated. 

Mr,  Chairman,  the  depressing  litany  of  statistics  about  agriculture  today 
leaves  no  room  for  doubt  about  the  need  for  decisive  action  on  farm  programs. 
This  is  no  time  for  retreat 

We  have  beard  a  great  deal  lately  about  the  $16  billion  in  net  Income  the 
country's  farmers  divided  last  year,  a  figure  exceeded  only  once  in  the  1060's. 
I  am  sure  no  member  of  this  Committee  will  have  his  vision  befogged  by  that 
statistic  An  analysis  of  Its  components  indicates  clearly  that  It  is  due  almost 
entirely  to  the  fact  that  we  are  on  the  low  supply-high  price  side  of  the  livestock 
circle.  Livestock  prices  averaged  12  percent  higher  In  1969  than  in  the  previous 

On  the  contrary,  we  should  react  with  some  concern  to  the  fragility  of  that 
stiU-inadequate  income  level.  Tbe  Outlook  and  Situation  Board  of  USDA's 
Economic  Research  Service  predicts  that  the  favorable  livestock  outlook  will 
probably  continue  at  least  into  the  first  half  of  1970,  bnt  their  prognosis  is  that 
net  Income  will  likely  not  go  up  at  all  because  "production  expenses  continue 
to  surge,  and  for  the  year  may  offset  tiie  gain  In  Income" 

We  all  know  that  the  costs  of  farm  production  have  a  disturbing  tendency 
to  hold  at  least  to  the  new  highs  they  achieve.  I  know  of  no  case  In  recent 
years  in  which  the  coats  of  operating  a  farm  have  declined.  But  prices  for  fatm 
conuuoditleB  have  and  will  decline.  When  the  livestock  cycle  turns  back  down  we 
can  expect  a  new,  damaging  crunch  on  the  Nation's  farm  families,  giving  new 
impetus  to  the  exodus  of  people  from  the  land. 
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'sr.iniiiiariiiiilliiK  Oil-  till  MIlIoii  lift  lart  yea,  the  per  cairita  Income  of  Uina- 
I'tn  III  ililn  I'liiiiiiry  Hllf]  Ihkh  tiHrk  at  about  three-fourtha  of  the  Income  of  non- 

r ii'in  'I'liiii  iH  nil  liNiirovi-im-iil  over  the  lUuti's.  But  tbe  cbange  In  tlie  farmer's 

iKliiiiti'  |i<iiiiii<iti  iiiilvi-K  iiliii'fNt  I'xdiuilTely  from  two  changes — the  continued 
■li'i'lliii'  In  iJii-  iiiiiiil'iT  i>r  riintiH  iiml  the  steady  rise  In  the  amounts  farmers 
aii)ilili'iiii']ii  iJii'lr  Ini'iiihi'h  rririri  iKjiifurm  Mources.  This  is  hardly  a  favorable 
ii'Mi'i'riiiii  'III  ijii'  Hiii'i'i'HHur  (iitrfiirui  itrograms, 

llii'  *H1  lillll I  is  Juwt  MllKlitly  more  than  w-as  received  for  the  three-year 

<llrlilH<-iir  11111    III, 

niiMv  Hull  ilnii'  fiiriii  ]irlii>H  for  all  commodities  have  gone  np  only  2.9  percent, 
tiiiil  tlx-y  liiivi'  liii'ii  Tiir  tnitillstjini^-il  by  the  rapid  spiral  la  tbe  cost  tf  llvtng 
wlili'li  liiinli'iiH  rurniiTH  llki'  cviTj-ime  else.  Farm  debt  on  January  first  of  ttala 
)i>nr  HUM  fnN  I  iiiilliiii,  iiti  Hiiiiic  (L3  iN'rcent  from  tbe  year  before.  Slgniflcastlr 
ilio  iiKrciinr  III  riiriii  ilrlil,  iil  Ct.'i  tillUon,  exceeded  the  Increase  in  gross  receipt* 
111  liMUi  liy  f '<j  lilllliiTi.  All  nr  UN  who  represent  farm  states  know  that  many  of 
iiiLv  rui'iiiliiH  .■iiiiHlMiniilHiiri'  lltiTiilly  llvlui;  nn  the  growing  borrowing  power  that 
ti'iiii"!  I  Lillll  iiii'i'i-iiii'iiis  111  ilit>  Miih-K  viiliu'  [if  their  liind.  And  we  shudder  for 
Mil'  ilii>  nlicii  Mil-  iiiiirkt'l  for  farm  hind  will  brcuk,  as  It  must  If  prfoes  continue 
III  hulil  Hii  fur  In  i-mi-i'mh  of  tliiuK-  warriiiite<1  by  tbe  returns  which  can  reasonably 
I MS'i'hil  mini  Ihi-  hind's  fiHMl  pnxlUi'tion. 

riii'ii'  fiii'iiirH  ri'lnic  dlrivtly  10  the  reasons  why  those  of  us  from  rural  states 
■.hoiiltl  |ii>  i-t>ii>i>i'iii>il  iiUmi  ihi>  farm  oHtlot^k  and  anxious  to  write  the  beat  posol- 
l>lt<  ruiiii  bill  Our  i-»IIi>iii;hi>i(  rnm  more  urban  states  should  see  the  need  they 
>>\|ii<^t>  lit  ui'll.  b<<t'niiNi'  of  thf  isvUKmu-  interdependence  between  rural  and  urban 
niiMii  mill  i>H|Ht-l:i11.i  l<i'i':iiisii  of  their  stake  In  assuring  stable  food  supplies. 
Siiii'li  (tii'.i  iiiiiii  niltiiiri'  iiiul  wvk  to  proteot  the  farm  system  which  su[^h 
iiii'iv  mill  bi'iiiT  ft<<<il.  .If  li>n'i>r  Ti>al  i-ost.  then  anyone  baa  ever  enjoyed  anytime, 

:lllt\kh>'IV 

Hill   l.<ll:k^    IlK'.!    bfltf  »li  I'veii  II-.1' 
itlKi  .VIIIllllIIIV     Ilif  kiiul  of  bill  w,- 

ni,»i  i>iivviiiii;  .-lu.l  unwiit  i\'u>.vra* 

I'lmi'ii  i!i.-  iviv,  '.v  ji-rtM  :!!e  o;'.;w  jvpn^ati-'n  frvwth  of  the  United  States — 
n  Kiir.-.,-!i  sv.-r'i*  ^a*  .>ivv.riv»l  ir.  s-.«w(v'.t:sr.  ,*=;er*  The  rural  population 
:,n  ,v.v  :  ".v.  .-.v.vi.w.  v..nt.-  Vi:t  .-rt-.irs',  .•s'.:*:'  ,■:  :i:s  o.>ftfUia:ion  of  our  popu- 
t-.„ -.■   -  ■,^,■  ,v\>;-,'!f.5.'  *.,(«Ks;i,-v,  i^f  aff-U-s'-v^Tv. 

t  •  ■.■viv  !  ;V.'  '•■■■s^  iv.-T  ■.:-i'Tv  •cTv  ftS  r--.'.',-.;^  firr.:*  '.=  This  country.  By 
■.■^V  ^.■  ■  ■  V;  ^^.t  .fr\",i;w'. ;,- N^  ^.■.■,'.:^.f.  a:v.I  ;i.ec  :t*  i"r;::ot  b^ran  in  e«m- 
....  ■.'■■,•  ',v-\:'  ■■ ,"  .'■;  v«r  ,■■.;" .v.rv  w;v?;.-\',  rzr.  a  f'w  w^'£i  ago  that  necrly 
■  .  .  ,•-    V,'  ■■•iv  ■,  -    Vt    i-\  *.,\'.  .V  >!■*:»  »g.-  ^xri  r.w  -ilMppearei  We  began 

W^.  ■   .    ■.        .-Vv.  .-.•    .■;  ■.■•.■.*•-,■■«  .■J^  Hrr^-f-  -»  f.'.t.w*;  :S  zlx  land  by  his 

.1     V  .'  N-.  «\v  VIlV  *•■-'.  ■.;"^'  ,  ^tf  virVr  ■■;  7<^T-*  ■"^■'  i^  fnpported  by 

■.  .      .,  -..1  .'  VV.S.N'  <     '■■   '1.. -^i-,-  i-r.-.r.  T»w  .-:;  ■»-■::  .r-r  *».'>Xr  Some  14 
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Today  tbe  entire  Nation  1b  In  the  process  of  discoTeiing  the  sad  state  of  onr 
enrlrcKunental  health,  and  we  are  finding  that  It  is  poor  Indeed. 

The  historic  Potomac  River  which  borders  Washington,  D.C.  1b  attractlre 
today  onl7  from  a  distance.  It  la  not  a  atream  but  a  eev/et  absorbing  some  240 
mlUlOD  gallons  of  waste  each  day. 

iMBg  Island  Sonnd  in  New  York  receives  196  million  gallons  of  sludge  daily 
from  110  idanta  along  Its  shores. 

Lake  Blrl«  may  be  the  ootMandlng  example  of  onr  aquatic  abuse.  It  used  to 
support  cwnmercial  fishing,  but  today  tbe  fish  are  all  but  gone.  With  on);  three 
of  Its  62  beaches  safe  for  swimming,  it  Is  rapidly  approaching  the  "too  tlilclc  to 
swim,  too  thin  to  plow"  stage.  I«ke  Michigan  la  following  close  behind. 

Similar  sitoationa  exlat  throughout  the  country,  wherever  there  are  large 
eoDcentratlons  of  peoide 

Aiki  in  those  same  places  the  atmosphere  has  become  a  distasteful,  toxic 
mlxtoze  ot  pollntanta.  Too  many  antomoblies  spew  more  chemicals  Into  the  air 
tttan  It  can  absorb.  They  Join  with  the  smolce  stacks  of  heavy  lndu.>4try  to  serve 
ap  133  million  tons  ot  waste  material  into  tbe  air  each  year.  The  reanlting  mix- 
ton  aonUe  tbe  nostrils,  bums  the  eyes,  and  damages  the  lungs. 

These  are  two  of  tlie  most  nn&ttractlTe  features  of  urban  life.  Their  causes  are 
varied,  for  there  are  as  many  sources  of  pollution  as  there  are  modes  of  trans- 
portation or  ways  of  earning  a  living.  But  their  massive  proportions  today  are 
ntoet  directly  related  to  the  fact  that  we  have  for  so  many  years  been  allowing — 
actnally  requiring — our  population  to  stack  up  in  metropolitan  areas.  Some  waste 
can  be  absorbed  and  diffused  by  the  air  and  water.  But  we  have  been  clustering 
together  and  dumping:  intolerable  amounts,  and  we  have  been  clustering  onr  re- 
■ooicea  BO  that  each  Individual  uses  up  more  air  and  water.  Each  new  arrival 
In  tbe  city  Impedes  tbe  pace  and  raises  the  price  of  pollution  prevention  and  con- 
trol The  quality  of  life  it  damaged  for  migrant  and  native  alike.  Perhaps  it  is 
already  Irretrievable. 

Migration  taxes  the  cities  in  other  way.". 

The  whole  range  of  public  service-i  and  facilities  becomes  le.ss  and  less  ade- 
quate. Transportation  arteries  are  clogged.  Schools  are  overcrowded  and  de- 
teriorating. Public  safety  Institutions  are  undermanned,  overworked  and  unsuc- 
cesafol. 

We  had  a  rough  calculation  of  the  economic  c»sts  of  all  of  this  in  1967,  when 
Mayor  Lindsay  of  New  York  estimated  tltat  his  city  would  require  Federal  help 
in  tbe  range  of  ?5  billion  a  year  for  ten  years^a  total  of  $50  billion — in  order  to 
become  a  decent  place  to  live.  Someone  extrapolated  that  like  help  to  other  met- 
ropolitan areas  would  set  the  total  Federal  Investment  at  $1,000  billion. 

Tliis  is  where  we  stand  today,  with  population  densities  by  state  ranging  fnim 
a  low  ot  3.2  per  square  mile  in  Wyoming  to  a  high  of  929.8  In  New  Jersey  among 
tlia  48  oontigaone  states.  In  Brooklyn  there  were,  in  1960,  34,583  people  on  every 
square  mile  of  land. 

Wie  fature  looks  much  worse.  In  the  nest  thirty  years  the  population  of  the 
United  States  Is  expected  to  grow  by  100  million  people.  If  pre-^ent  trends  con- 
Unne  the  great  majority  will  find  themselves  in  populous  centers.  Some  77  percent 
ol  our  i>opulatioD  of  300  million  will  be  located  on  only  11  percent  of  the  land 
area.  The  coasts  will  become  continuous  strips  of  cities.  We  have  <>bviou.«ly  not 
even  begun  to  perceive  the  problems  of  overcrowding  we  will  have  then. 

Hr.  Ctudnnan.  there  is  not  a  shred  of  sense  in  this  trend.  It  misuses  our  limited 
reserrolr  of  natural  resources.  It  Is  economically  and  socially  wasteful.  Our  ob- 
vions  response  Is  to  stop  it — If  we  can. 

President  Nixon  has  taken  note  of  the  problem.  In  his  state  ot  the  union 
address  he  decried  the  trend  which  had  a  third  of  our  counties  losing  population 
in  the  1960's  and  de«cril>e  the  "violent  and  decayed  central  cities"  as  the  "most 
conspicuous  area  of  failure  In  American  life  today.'  Indeed,  he  spoke  of  creating 
a  "new  rural  environment  which  would  not  only  stem  the  migration  to  urban 
centers  but  reverse  it." 

I  confess  to  swne  skepticism  on  that  score  after  reviewing  tbe  record  of  1969. 
I  look  forward  to  proposals  which  would  implement  such  a  policy.  Certainly  we 
most  be  definite  and  emphatic  about  our  commitment  to  economic  develoimient 
of  all  kinds  In  rural  areas.  They  must  be  made  attractive  for  new  job-creating 
enterprise.  tOi©  whole  range  of  programs  affecting  the  convenience  and  comfort 
of  living  In  rural  America — housing,  health,  electric  power,  communications, 
transportation,  education,  and  others — deserve  expanded  attention. 
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Hut  we  uiiist  nil  recogiil9»  as  well  that  sucb  prognms  are  unlikely  to  even 
ciilc'h  U|>  with  the  migration  if  we  let  the  agricultural  hose  continue  to  decline 
mid  ir  wi-  let  the  deterioration  of  the  familf  farm  system  go  tuabated.  We  tnnst 
m'ligiiliee  at  iMrtlnui  that  it  1m  not  essentially  a  lack  of  servicea  or  4«nrenieDce 
that  <'aiiM-R  iief'pli'  to  leave  rural  commnnltles  and  prevoita  tli^n  from  returning. 

'rh(^  llmwt  lioniifi  with  tile  best  of  consumer  aervlces,  the  most  attractive 
Hi-li(M>lii  mill  cliuri-hrH,  th<>  Mifeiit  streets  and  the  best  medical  care  will  not  re- 
I><)|iii1i«tt'  rural  America.  Only  llvellbood— Jot>a  and  buniness — will  do  that  And 
Bcrli'iilturi'  \n  Ht  the  core. 

I''i>r  exauipli',  an  iiicrease  of  10  cents  a  bnsliel  in  the  corn  price  support  loan  will 
<t<>  inure  for  the  inldweMt  of  America  than  the  entire  rural  economic  development 

.My  fervent  lii>|ic,  therefore,  is  thnt  as  we  proceed  we  will  not  become  ensmored 
iif  IIh>  cDiict'iit  Hull  <>iir  coiici-ni  for  the  economic  status  of  farm  people — import- 
iiiit  nx  that  Ih — is  the  only  one  involved.  We  will  ill-serve  aKricnltnre  and  we 
will  Ill-serve  the  roiintry  If  we  approach  this  issue  with  an  apology.  We  will 
iiivlie  iiiintfay  to  one  of  the  most  pressing  problems  of  our  time  if  our  operating 
pn'mi-u'  Is  thnt  wi<  must  sneak  something  by  an  uri>an-doininaied  Congress. 

Today  more  than  ever  before  the  Nation  la  equipped  and  motivated  to  aee  the 
'i»il>i  iif  ■  det^oratlnx  family  farm  system  and  to  recognize  its  stake  in  a 
beiiltby  fnnu  t'ciiniimy. 

I  .i>l  IIS  |!lve  our  coileBgneB  In  the  Congress  a  chance  to  respond. 

Soiiiitiir  .Mr(nnKnx.  Mr.  Oliairman.  tlie  bill  that  I  am  testifying 
ill  snpi'ort  of  In'ie  tliis  iiiormng,  S.  3068,  the  so-called  coalition  farm 
hill.  IS  iiiu'  lh:il  I  iiit roiluced  hist  Octoi>er  on  behalf  of  myself  and 
til  iillu'r  Scnatois,  iiu-ludiiig  Senator  Burdick  of  North  Dakota,  who 
is  hi'iv  with  llio  iiniiinittoe  this  morning. 

The  luiMSHix'  very  frankly  was  authorized  by  the  leaders  of  some 
'i.'i  dilVi'ix'nl  faiiii  organizations,  some  of  wliom  we  have  already  heard 
fiiiiii.  oihcis  who  will  l>o  testifying  as  we  proceed  to  the  consideration 
of  farm  lopislntioti.  As  I  pointed  out  Tosterday,  this  biU  was  tlevised 
iivov  a  period  of  a  yoar's  time  in  consiOtation  with  these  various  farm 
organizations.  I,ns  Xoveml>er  it  was  given  the  unanimous  endorae- 
mont  of  the  furmor-elertod  committeemen  meeting  in  their  national 
i»Hvon<ion  in  St.  Ixiuis. 

The  oentral  VKiint  that  I  want  to  deal  with  here  this  morning,  Mr. 
Chainnan,  is  tliat  this  bill  rvpivsonts  liasically  an  extension  of  our 
oxisiinc  iM\^j:i'!>m  but  with  some  provisions  for  farm  income  improve- 
ment, for  oxaniplo.  on  whoat  it  would  soliilifv  the  coverage  of  domestic 
f<MH\  wheat  at  100  ^leri-ent  of  parity  and  would  set  a  minimum  support 
of  not  It'ss  than  sl.!).">  \w  bnsliol.  The  new  return  wonKl  lie  in  the  form 
ol"  a  riv(uiiviiuvii  th;»t  wlii';U  oxi^>rt  coililii'stes  W  set  to  bring  total 
ii>nirii-o!i  oxponed  wheat  to  ;»  niininnir.i  of  t'.">  iier.'ent  of  iiarily.  That 
would  ivi'hii-e  the  oxi.^iinj:  variable  i-ertiticate  oased  on  world  prices. 
The  nddoil  .'OM  on  tlio  wheal  siviion  of  the  bill.  Mr.  Chairman,  mem- 
Iht-  ot'  ihe  .■onimiiuv,  wouhl  Iv  aSmt  8:i7.'>  million  alxive  the 

The  ("nviKM  w.  IWs  the  Sennt^'r  kmiw  what  the  oost  i?  now  under 
I  he  ptv-n-ni  bill '. 

Senator  Miti.'^vRN.  1  il.>  not  liave  thai  st.itistio  in  front  of  me.  Str. 

S'laior    rviMiU:!-.  ^^K:^  ;':!':. v,  >  mv  l■^^^^ll^vt;on. 

Si'iia:oi-  M.ti.MKN.  I'hri;  is  nivttv  -  \  am  nisi  not  sui-e,  I  will  get 
■'i.-it  i-,irii;v,  ill. nit!!,  for  t'.w  iv.Mfti.  l-»i:i  '.n  anv  evem.  the  new  inooine 
'Tippov:  featiiiY  of  the  pmirivini  wouhl  a.hl  akmi  ?i:.>7,"»  nitllion  to  the 
.•.>st  of  t''i'  pTogram.  Oi  -vr.rj.'.  t^.at  w.Mihl  show  np  in  the  form  of 
:>".  a.l.i;:;ov:i'  amount  of  iivoine  to  the  wheat  pniduvwrs. 
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The  feed  grain  provision  of  tlie  bill  would  move  the  price-support 
loan  for  corn  from  $1.05  to  $1.15  per  bushel  and  it  would  raise  the 
direct  payments  from  30  to  40  cents  with  commensurate  increases  for 
other  feed  grains.  That  would  have  the  effect  of  bringing  the  total 
returns  over  com  and  other  feed  grains  to  a  minimum  of  90  percent 
of  parity,  and  that  would  add  to  the  cost  of  the  present  program 
about  $3fi0  million. 

Senator  Holland.  Will  the  Senator  yield  there? 
The  Chairman.  The  wheat  program,  I  asked  a  while  ago  about 
costs.  The  present  cost  of  that  program  is  $1,089,1  million. 
Senator  McGovern.  Yes. 

The  Chairsian.  It  is  already  high.  There  is  a  lot  of  criticism  about 
it,  against  this  bill,  the  present  law,  because  of  its  cost.  And  this  com- 
mittee will  have  to  go  into  more  details  about  these  costs  in  an  effort 
to  try  and  hold  it  w>wn  if  we  can,  if  we  are  to  have  any  bill  at  all 
this  year- 
Senator  Holland.  Will  the  Senator  yield  for  a  question  right  here? 
As  of  what  date  would  the  90-percent  parity  figure  add  $275  million 
to  the  present  cost  ? 

Senator  McGfovern.  Well,  that  is 

Senator  Holland.  The  parity  figure  changes. 

Senator  McGtovern,  Yes.  It  is  an  estimate  based  on  the  current  price 
support,  current  price  level  in  feed  grains,  an  estimate  of  what  it  would 
cost  to  operate  the  programs  for  1  year  above  what  we  are  now  spend- 
ing at  the  current  level. 

Senator  Holland.  In  other  words,  if  the  price  of  what  farmers  have 
to  buy  would  go  down,  that  $275  million  might  be  diminished  and  if 
it  should  go  up,  it  would  be  increased  ? 
Senator  McGovehn.  That  is  possible,  right. 

The  CHADtMAN.  Now,  how  much  would  the  farmer  obtain  for  his 
com  if  your  suggestion  were  followed  ? 
Senator  McGovern.  $1.15  a  bushel. 

The  Chairman.  Now,  how  would  the  farmer  obtain  that?  Through 
a loan  ? 
Senator  McGovern.  Yes. 

The  Chairman.  And  yesterday  we  discussed,  as  you  may  recall — 
90  j>ercent  of  parity  would  be  $1.56  per  bushel  as  of  last  December. 
And  that  is  quite  an  increase  from  what  the  cost  is  now.  And  the 
trouble,  I  think,  that  we  will  have  in  reporting  out  a  bill  will  be  these 
added  costs,  and  I  think  we  ought  to  look  into  it  very  minutely  so 
as  to  get  a  bill  that  will  at  least  get  tlie  sanction  of  the  House. 

Senator  McGovern.  I  agree,  Mr,  Chairman.  I  am  interested  in 
getting  a  bill  through  and  there  is  not  any  part  of  this  bill  here  that 
I  am  irrevocably  wedded  to.  There  may  have  to  be  changes  in  all  of 
these  provisions.  I  think  what  we  have  to  do  is  to  balance  off  the 
problem  of  getting  legislation  approved  in  the  Congress  as  over 
against  the  need  to  try  to  raise  farm  income.  I  think  farm  income  is 
twlow.  I  think  the  present  program  has  been  very  helpful  to  farmers. 
I  find  that  there  is  a  general  acceptance  of  the  present  program  in  my 
part  of  the  country.  Farmers  do  not  want  to  see  this  program  killed 
and  I  would  not  want  to  do  anything  that  would  jeopardize  the  ex- 
tension of  the  program  that  we  passed  here  several  years  ago  because 
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I  think  it  has  been  very  helpful,  but  I  make  these  suggestions  because 
I  think  they  are  reasonable.  I  think  tliev  will  add  same  additional  in- 
come to  farm  families  at  a  time  when  tney  are  having  a  very  difficult 
time  of  it  economically. 

The  Chairman.  Well,  I  am  informed  that  the  House  is  havine  quite 
a  lot  of  difficulty  in  providing  a  bill  because  of  the  additional  costs 
that  are  suggested  by  some  of  the  proponents  of  the  measure  we  are 
now  talking  about.  And  in  any  event,  the  committee,  of  course,  is 
glad  to  have  all  of  these  suggestions  and  let  ua  not  forget,  too,  that 
both  the  corn  provision  as  well  as  the  wheat  are  voluntary  programs 
and  we  must  not  make  it  impossible  to  get  as  many  people  to  join 
these  programs  on  a  voluntary  basis  as  we  can.  It  strikes  me  that  we 
ought  to  devise  some  ways  and  means  by  which  we  can  get  all  of  the 
big  growers  to  join  with  us  in  providing  a  program  and  it  strikes  me 
tliat  if  we  make  the  loan  program  too  attractive  as  some  desire  to  do, 
that  the  large  growers  will  M  tempted  to  grow  all  the  com  they  can 
and  not  come  within  the  program.  And  those  are  things  that  we  have 
got  to  be  careful  of  if  we  are  to  have  a  bill  at  all.  The  same  thing 
applies  to  wheat. 

Senator  Holland.  Mr,  Chairman,  mav  I  sav  this  to  the  Senator? 
I  approve  in  general  what  the  chairman  bas  said.  It  seems  to  me  that 
probably  one  of  tlie  worst  hurdles  we  are  going  to  have  to  get  over 
IS  this  proposal  to  raise  the  parity  level  to  a  fixed  parity  of  90  percent 
for  the  feed  grains  as  compared  with  lesser  levels  for  most  of  the  other 
so-called  basic  commodities.  I  wonder  why  the  bill  proposes  to  raise 
the  level  to  a  compulsory  90  percent. 

Senator  McGo%tbn.  There  is  only  one  reason,  one  basic  reason  for 
that,  Senator  Holland,  and  that  is  to  improve  the  income  features  of 
tlie  i)rograni.  It  is  very  frankly  designed  to  give  feed  grain  producers 
more  income. 

Senator  IToLi.Axn.  But  there  is  no  attempt  to  fix  any  allotment  or 
anrthing  oflier  tlian  a  voluntary  program  for  feed  grain. 

Senator  McGo\tjix.  It  does  not  change  the  existing  structure  of 
the  program ;  no. 

Senator  Miller.  Mr.  Chainnan,  would  it  be  your  thought  that  if 
the  support  price  is  raised  as  you  suggest,  that"  this  would  result  in 
the  Commodity  Credit  Corporation  accjuiring  a  lot  of  stocks? 

Senator  Mc(to^t:rk.  I  do  not  think  that  would  happen.  Senator 
Miller.  T  do  not  think  you  can  demonstrate  that  raising  the  price- 
supixtrt.  level  automatically  means  an  increa-ee  in  tlie  CCC  stocks. 
In  fact,  there  is  some  evidence  that  it  as  often  as  not  works  the 
other  way. 

Senator  XfiLLKR.  Bnt  if  it  did.  then  we  could  have — you  know,  we 
have  had  tremeinlous  exi)ense  in  restoring  capital  to  tlie  Commodity 
Credit  Corporation  over  the  Inst  few  vears  liecanse  of  the  acquisition 
of  ti-emendous  stocks  hy  CCC.  It  liad  f)een  my  thought  that  one  of  the 
rtNT-sons  why  the  previous  administration  as  well  as  this  one  had  kept 
the  loan  price  down  wa-s  to  prevent  that  recurrence.  And  I  can  see  that 
if  we  go  in  the  direction  we  were  going  once  before  we  might  have  this 
problem  all  over  again. 
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Senator  McGovehn.  I  hai'e  never  really  felt  that  tho  two  were  that 
closely  related.  In  fact,  you  will  recall,  Senator  Miller,  that  the  experi- 
ments during  the  1950's  of  trying  to  work  down  surpluses  by  reducing 
the  price  support  level  did  not  nave  thnt  effect.  People  triM  to  offset 
their  lower  per  unit  price  by  increasing  their  production,  I  do  not 
think  it  would  necessarily  follow  that  raising  the  price  support  level 
results  in  greater  production  or  even  in  greater  acquisitions  by 
the  CCC. 

Senator  Miller.  I  can  see  wliere  it  would  not  necessarily  follow  but 
I  am  troubled  by  what  Senator  Ellender  has  voiced,  that  you  could 
have  some  people  who  are  not  in  the  pro-am  taking  advantage  of 
the  market  situation  resulting  from  that  higher  loan  rate  and,  there- 
fore, the  net  result  might  be  that  the  big  operators  get  the  plums  and 
the  little  fellows  get  the  crumbs. 

Senator  McGovern.  Except  that  you  still  retain  the  direct  payment 
feature  which  would  benefit  people  that  are  in  the  program. 

Senator  Miller.  That  would  benefit  the  people  who  are  in  the  pro- 
gram, the  little  fellows,  but  when  it  comes  to  the  fallout  effect  of  the 
higher  loan  feature,  it  seems  to  me,  the  real  big  operators  are  the  ones 
who  are  going  to  gef^- — 

Senator  McGovern.  Wc  always  have  that  problem,  though,  with  any 
kind  of  a  farm  program.  It  does  benefit  those  on  the  outside  as  well 

The  Chairman.  No.  I  do  not  think  the  Senator  is  correct  there.  It 
strikes  me  that  any  farmer  who  expects  as  much  as  90  percent  of 
parity  for  what  he  produces  should  agree  to  acreage  allotments  and 
the  com  people  never  agreed  to  that,  never.  They  always  desired  a 
voluntary  program  with  pay  fixed.  And  I  think  corn  is  the  only  com- 
modity wherem^and  other  feed  grains,  as  Senator  Holland  points 
out — never  came  under  the  same  programs  as  we  had  for  wheat,  cotton 
and  peanuts  and  rice  and  tobacco. 

Senator  McGovern.  "Well,  I  think  the  Senator  knows  traditionally 
over  the  years  I  have  always  favored  the  mandatory  program  but  we 
could  not  get  it  through. 

The  Chaibman.  I  understand,  but  the  Senator  desires  to  extend  the 
present  law  as  is  and  over  90  percent  of  parity  ? 

Senator  McGovern.  Yes,  but  I  do  not  think  you  could 

The  Chairman.  And  that  to  me,  would  encourage  the  production  of 
more  corn  by  the  larger  growers  because  of  their  ability  to  grow  it 
more  cheaply  than  the  smaller  farmer. 

Senator  McGovern,  The  only  thing 

The  Chairman.  What  I  suggested  yesterday  was  what  we  ought  to 
do  is  devise  some  plan  whereby  the  loan  feature  of  the  bill  particu- 
larly as  to  com  and  other  feed  grains  would  be  lower  but  make  a  di- 
rect payment  sufficiently  high  so  as  to  invite  other  growers,  large 
growers,  to  join  the  program.  If  we  do  not  do  that  we  are  going  to  have 
a  flood  of  corn  and  other  feed  grains  that  will  simply  engulf  the 
market. 

Senator  McGovern,  I  do  not  want  to  leave  a  mistaken  impression. 
I  think  what  the  Senator  asked  me  a  while  ago  how  I  expected  to 
achieve  the  90  percent  of  parity  I  referred  to  the  support  level  but 
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llicri-  jfi  jilwt  iln'  iWifrt.  piiyiiK^nt  and  that  should  be  stressed.  Under 
tlin  foriiiiilii  I  mil  Mi^Tf^'-Mliiiff  liftrc  3011  raise  the  direct  payments  from 
:iil  <-nrilj.  lit  id  i:i:ii\t\.  Now,  I  fcucss  what  the  chairman  is  saying  is  that 
,V<iii  (iiiffhr.  1(1  i-miihiisizn  that  direct  payment  increase  rattier  than  in- 
I'K-iihitif^  (111-  Kiijjpi)i-|.  jirico. 

'I'liKt  !irAiiiMAN.  Riitimrtliiin  increase  the  loan. 

.Si'iiiitiir  M(K  JrivriiN.  The  loan  rata. 

'I'lin  f 'iiAiKMAN.  Ill  oilier  words,  the  way  that  I  felt  the  program 
'■iMiiilit  Ih^  ii|H>mli'il  ill  onk>r  to  get  the  larger  growers  in  is  tx>  h&ve  a 
iiMirmiiiilile  lonri,  Niy  IK)  rants  to  a  dollar,  and  then  make  the  direct  pay- 
iiiKiiIti  III  I  lii>  ^n-iiwcr  larffvr,  wen  40  or  50  cents  if  necessary,  to  get  tnem 
mill  liir  |ii'ii^i'ain  sn  Unit  we  can  have  the  production  in  "keeping  with 
I  nil-  rciiiiii'i'iiii'tiLs.  (tllicrwim'.  if  yon  raise  the  loan  feature  of  the  bill 
H  hill  H 1'  ti  in  (i(iiii;r  I  o  have  is  that  the  larger  growers  will  refuse  to  oome 
mill  I  lilt  |irii};rtitii  luid  llion  jrrow  all  the  acreage  they  can,  and  thereby 
lliH«l  llii'  iiiiu'ki>l  with  a  lot  of  train  which  will  depress  the  prices, 
iltiiilit  ill  lUY  mind  that  a  large  surplus  of  com  dangling 


I'lllOlll 

I'snllly. 


nrkct  is  IhhiihI  to  depress  the  prices, 
r  vLxi  .nHiK,  No!    only    of    com   but   livestock   prodndB 

,iKMA\.  Yiv,  It  would  atTix't  even  livestock. 

Srii!iti«r  MiiiowKN.  1  think  that  ifono  of  the  dangers  of  dropping 
tS:»f  !i»mi  lalo  tiv'  far.  tin\  ihnt  you  dv'  that  very  thing.  You  get  a  de- 
l>iw<4Ht  i>ri,v  le\el  whii-h  wovts  your  livestivt  market. 

I'So  t'uMKMw,  l>ut  the  iiirti,  Seiiaior  Mi.<iovem.  is  that  we  have  a 
w«';:;',i;»v>  (•i\>j;i-aii!  and  we  want  to  make  it  possible  so  that  the  larger 
>;'.\'wi>S!.  .;;:•.  'i>;;i  v.-.  tV.c  prv>a:r^m  a'.ui  pn.\iiKe  in  keeping  with  our 
'A\i'.^:'.vv,;i';',',s.  H  jo',-.  ::-,s.Vv  :i  a:;T;K-(:ve — I  k:iowthai  has  b^n  the  case 
■.;•,  ■,':.>  '.'OM,  j;;\e  ;i!i  V. ■,',■„■":•,  s."  ;•  o./.'.ar  si'.d  a  c-srrer  loan,  you  will  never 
i\*;  t^o  '..tv^ivf  j;"A>«vfs  j:x':;;,;'j:  :r,ti':;-.e  jTvyru;;  t-ecause  they  can  make 

.'V.  .>re-  «;i:gest'-r^.  then,  a  formula 

:  I  t.r:.\  sv.iyescl7jc  is  this,  that  in  a 
"■.■^.-.  :-■  ':v(  J.  •*■  >.■!*:  i^d  ■xrc.  that  we 


\Ua: 


U 


::e  w:tii  tne 
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j^'-'ir".  ii"^  we  r.oc,  mi 
7-  I-.- : j-iT.  1  juii,  direct 
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The  Chairman.  I  know,  but  even  at  $1.12  big  growers  would  make 
money  on  com  and  they  have  done  tliat  in  the  past.  They  felt  that 
by  growing  all  the  traffic  would  bear  as  far  as  the  farms  were  con- 
cerned, they  produced  and  made  money  at  just  about  2  cents  under  the 
loan  terms. 

Senator  Mc<5ovbrn.  Has  it  been  the  Senator's  experience  that  the 
feed  ^ain  producers  are  opposed  to  increasing  the  direct  payment  sub- 
stantially and  having  a  somewhat  lower  loan  rate  ? 

The  (^AmMAN.  Well,  I  do  not  know  how  they  think,  but  I  know 
that  there  was  a  lot  of  opposition  to  a  program  that  would  permit 
the  Department  to  lower  the  loan  rates  as  much  as  90  cents  to  a  dollar 
a  bushel.  You  see,  prior  to  that  we  had  a  dollar  and  a  quarter,  a  $1.30 
loans,  and  there  was  very  little  complifmce. 

Senator  Miller.  Would  the  chairman  yield  at  that  point?  I  think 
it  can  be  safely  said  that  they  certainly  do  not  want  to  be  flooded  with 
surpluses  again  and  I  think  Senator  EUender's  point  is  that  the  in- 
crease in  the  loan  rate  would  have  a  tendraicy  to  do  that.  The  big  op- 
erators, even  those  who  get  into  the  program,  if  that  loan  rate  is 
high  enough  over  their  costs  of  production,  will  have  an  incentive  to 
increase  their  production  on  their  permitted  acreage,  and  he  wants  to, 
as  I  understand  it,  wants  to  have  them  assured  of  adequate  income 
through  the  payments  but  he  does  not  want  to  give  them  the  incentive 
to  increase  their  production  or  for  those  who  do  not  go  into  the  pro- 
gram to  increase  their  production  because  of  the  high  loan  rate.  Is 
that  not  about  it,  Senator  ? 

The  Chairman.  That  is  correct. 

Senator  McGo\'ern.  I  would  not  want  to  commit  myself  to  this 
irrevocably  but  let  me  just  say  to  the  committee  that  I  am  somewhat 
sympathetic  to  the  direct  payment  approach.  If  I  felt  that  we  could 
arrive  at  the  same  income  feature,  that  by  increasing  that  direct  pay- 
ment, I  am  not  sure  I  would  be  adverse  to  that. 

The  Chairman.  Well,  I  just  thought  I  would  raise  the  guestion 
and  as  I  said  yesterday,  it  might  be  best  for  us  to  proceed  in  listening 
to  testimony  rather  than  argue  about  it.  We  will  have  a  lot  of  time 
to  argue  later  on  in  the  committee  as  well  as  on  the  floor. 

Senator  McGovern,  Let  me  just  summarize  the  other  features  of 
the  bill.  The  dair\"  title  would  simply  extend  and  clarify  the  authority 
for  inclusion  of  the  class  1  base  plans  in  Federal  Milk  Marketing 
Orders,  removing  some  of  the  obstacles  which  have  precluded  the  use 
of  this  marketing  tool.  I  understand,  Mr.  Chairman,  that  some  of  the 
milk  producers  are  looking  at  a  somewhat  diiferent  formula  in  the 
House  and  I  want  to  keep  my  own  position  open  on  this,  especially  on 
this  milk  section  of  the  bill,  until  we  see  what  happens  over  there. 

The  Chairman.  Well,  the  program  the  Senator  is  advocating,  I 
think,  has  been  enacted  by  the  Senate,  last  year  or  the  year  before. 

Senator  McGovkrn.  T  think  that  is  correct.  The  bill  contains  new 
authority  for  an  acreage  diversion  program  on  soybeans  and  flax- 
seed which  would  be  available  when  stocks  aoeumulate  in  excess  of 
150  million  bushels  or  15  percent  of  the  previous  year's  use,  which- 
ever is  less,  and  the  support  would  be  set  at  75  percent  of  parity. 

The  additional  cost  on  that  section  of  the  bill,  Mr.  Chairman,  would 
be  between  $2.5  and  $35  million. 
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The  existing  progrHni  for  wool  and  cotton  would  be  extended 
without  any  change. 

Xow,  bevond  these  commodity 

Senator  XIii-lek.  May  I — are  you  still  on  soybeans? 

Senator  McGi>vERX.  Yes. 

Senator  Miller.  I  would  like  to  ask  this  question.  If  you  do  not  know 
it,  that  is  all  liglit.  But  do  you  know  what  tlie  position  of  the  Soy- 
bean Producers  Association  is  on  this? 

Senator  McGovf,rn.  I  think  they  are  in  support  of  this  hut  I  will 
trv-  to  detemiine  that  for  the  record. 

Senator  Mii,i.kr.  The  i-enson  I  ask  tliat  question,  I  seem  to  recall 
tliat  a  couple  or  It  yeai-s  ago  tliey  were  very  much  opposed  to  ^tting 
into  a  program  similar  to  feed  grains.  I  do  not  know  whetlier  their 
attitude  has  changed  or  not.  I  do  not  doubt  that  some  of  the  mem- 
bers of  tlie  associations  involved  in  this  may  support  it,  although  it 
is  hard  to  say.  I  can  see  where  somebody  who  is  producing  soybeans 
who  is  a  member  of  the  National  Farmers  Union  might  support  the 
com  section  or  feed  grain  .section  here  but  as  a  member  of  the  Sov- 
l)ean  Producers  Association  might  be  opposed.  Sow,  I  think  it  would 
bo  helpful — maybe,  Mr,  Chairman,  we  could  get  &  position  from  the 
Soybean  Producers  Association, 

The  Chairman.  I  am  sure  we  can  get  that. 

Senator  MrGo\T,RX.  1  am  aware  of  the  fact  that  they  have  had 
a  different  jjosition  in  the  pa.st  and  I  will  check  that  out. 

(For  information  above,  see  p.  117.) 

Senator  MrGoiTJix.  Mr.  Chairman,  beyond  the  commodity  pro- 
grams, the  bill  would  establish  the  consumer  protection  reserves  for 
wheat  and  feed  grain.B,  soybeans  and  cotton  somewhat  along  the  line 
of  the  proi>osal  tliat  former  Senator  Monroney  was  suggesting  a 
couple  of  years  ago  and  that  I,  and  I  think  Senator  Young  and  otheis 
had  proposed  at  that  time,  and  I  have  asked  that  a  chart  with  refw- 
ence  to  that  consumer  rcseire  be  included  in  the  record. 

The  Chairman,  Can  you  give  us  a  reason  why  the  farmers  would 
I>e  for  such  a  proposal  ? 

Senator  McGovern-.  Well 

The  CiiAiRMAX,  Rocause  that  in  my  opinion,  creates  a  surplus  and 
any  surplus  vou  hold  back  has  its  effect  on  the  markets. 

Senator  ^lcGo^■KRN.  Yes;  except — 

The  Chairman.  I  may  be  in  error  about  it  but  I  tliink  that  the 
fanners  are  supporting  this  so  as  to  get  a  little  more  production  in. 
I  may  I)e  narrow  alMiiit  that  but  that  is  my  belief.  It  strikes  me  the 
mothixl  we  have  had  in  the  past  of  having  sufficient  surplus;  that  is, 
a  snflicient  carriover.  has  always  met  the  conditions  and  in  addition  to 
that,  to  put  something  to  help  the  consumer,  I  have  never  been  able  to 
see  the  merit  of  a  separate  reserve.  Rut  I  do  not  want  to  get  into  an 
arginnent  alwiit  it  now.  Rut  I  would  like  to  have  the  Senator  express 
himself  as  tn  whether  or  not  the  farmers  are  asking  for  that. 

Senator  XfrGovRRN.  Yc-s.  I  thinkthe 

The  Chairman.  And  if  so,  why? 

Senator  McGovfrx.  The  protection  for  the  farmer  depends  entirely 
on  the  resale  protection  you  give  him,  Mr,  Chairman.  If  vou  make  a 
real  effort  to  insulate  that  reserve  from  the  market  and  do  it  bv  the 
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formula  that  you  set  for  the  resale,  then  it  seems  to  me  you  answer  the 
anxiety  that  farmers  fee!  about  accumulating  a  surplus, 

I  really  believe  from  the  standpoint  of  national  security  that  we  do 
need  some  kind  of  reserve.  I  do  not  know  whether  we  can  set  the  exact 
size  of  it  here  under  this  bill  or  not,  but  the  concept  of  a  consumer 
protection  reserve  handled  in  a  way  that  it  is  insulated  from  the  mar- 
ket seems  to  me  to  be  sound.  That  is  basically  what  I  am  trying  to 

Senator  Curtis.  May  I  ask  a  question  on  that  ? 

The  Chairman.  Senator  Young. 

Senator  Young.  This  idea  of  the  set-aside  or  conunodity  reserve 
originated  with  Secretary  Benson.  He  had  a  set-aside  program  that 
did  not  work.  It  has  been  proposed  over  and  over  since  that  time.  Such 
a  reser%'e  could  serve  a  good  purpose,  if  you  could  really  insulate  or 
isolate  these  commodities  from  the  market. 

About  3  years  ago  when  we  sold  large  amounts  of  wheat  to  India 
and  we  got  our  reserves  way  down,  many  people  in  the  United  States 
talked  about  there  being  a  snortage  of  wheat.  They  said  Canada  could 
not  meet  their  commitments  and  people  really  feared  that  we  were 
going  to  run  short. 

I  would  like  to  live  long  enough  to  see  a  day  we  were  short  of 
wheat.  I  think  Secretary  Freeman  went  too  far  in  increasing  the 
acreage  for  the  1967  crop.  If  you  have  a  reserve  properly  insulated 
vou  would  not  have  that  problem.  But  we  do  have  a  habit  in  the 
United  States  of  going  to  extremes.  You  get  wheat  supplies  down  a 
httle  bit  and  people  think  there  is  going  to  be  a  famine. 

Senator  Holland.  You  would  not  want  to  take  the  bread  out  of  our 
mouths;  would  you? 

Senator  Young.  No,  I  am  sure  we  will  produce  enough. 

The  CHAfflMAN,  That  is  my  reason  for  saying  I  do  not  believe  the 
farmers  themselves  are  for  this.  It  m^  be  good  as  a  war  measure  but  in- 
sofar as  the  farmer  is  concerned,  I  think  it  would  be  detrimental 
to  him. 

Proceed,  sir. 

Senator  Curtis.  May  I  ask  a  question  on  that  ? 

The  Chairman.  Yes,  sir. 

Senator  Curtis,  The  witnesses  yesterday  dwelt  on  this  reserve  sub- 
ject quite  a  little.  The  record  so  far  as  I  am  concerned,  was  inconclusive 
as  to  what  they  intended  to  do. 

My  question  is  this.  Is  this  a  reserve  set  apart  and  not  included  in 
the  normal  carryover  or  is  it  merely  a  gimmick  written  into  see  that 
the  carryover  never  gets  below  the  specified  reserve?  I  may  be  wrong, 
but  I  definitely  got  the  opinion  from  the  witnesses  yesterday  it  was 
the  latter. 

Senator  McGovern.  Well,  it  is  designed  to  take  into  consideration 
what  we  have  in  the  CCC  stocks  but  it  provides  for  two  other  reserves, 
the  reseal  on  the  farms  and  the  grain  that  could  be  held  under  con- 
tract with  farmers.  But  it  does  try  to  set  those  totals  keeping  in  con- 
sideration what  we  have  in  the  regular  carryover,  the  size  of  the 

Senator  Curtis.  It  would  be  considered  a  part  of  the  carryover  and 
a  minimum  carryover  which  we  would  not  go  below,  is  that  right? 

Senator  McGovikn.  That  is  my  understanding. 

Senator  Curtis.  That  is  all. 
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Senator  Miij.er.  Could  I  ask  a  question  on  that  point  f 

I  do  not  recall  whether  you  were  here  yesterday  or  not  but  I  did 
ask  about  the  provision  in  tne  bill  which  provides  for  additions  to  this 
reserve  and  I  drew  out  the  statement  from  one  of  the  witnesses  that 
wliereas  500  million  bushels  are  provided  for  in  the  case  of  wheat  in 
this  reserve,  that  in  a  following  year  that  could  have  another  100  mil- 
lion bushels  added  on  to  it  and  then  if  certain  conditions  were  met,  & 
further  100  million  bushels  could  be  added  in  the  following  year,  and 
my  point  was  that  this  could  go  on  up  to  700  or  800  million  bushels 
in  that  consumers  reserve  under  the  provision  of  the  biU,  At  least,  that 
was  the  impression  the  witness  left  with  us. 

Would  that  be  your  understanding? 

Senator  McGovkrx.  Xo.  My  understanding  of  it  is  that  you  could 
not  add  more  than  100  million  bushels. 

Senator  ifii-LER.  So  that  600  million  would  be  the  top  that  pi-obably 
would  ever  be  permitted  in  the  reserve. 

Senator  McGoviatx,  That  is  my  understanding. 

Senator  Mn.LEii.  And  that  would  be  possible  if  we  had  400  million 
Imshels  besides  th;it  in  the  carryover?  So  that  the  total  sttx;ks  on 
hand  in  the  United  States  could  be  a  billion  bushels? 

Senator  McGo\'ern".  It  would  depend,  Senator  Miller,  on  whether 
production  bad  exceeded  by  more  than — no.  ^Vhen  consumption,  in- 
cluding exports,  exceeds  production  by  more  than  10  jxircent,  th^i 
the  reserve  levels  under  Ixith  the  resale  and  the  CCC  reserves  can  be 
increased  100  million  bushels. 

Senator  Millkr.  That  is  right,  so  that  in  that  particular  year,  at 
that  particular  year'.*  production,  we  could  have  another  100  million 
added  on. 

Senator  ilcGovERx.  That  is  correct.  If  consumption  had  exceeded 
production  by  10  percent  that  year. 

Senator  Miij,er.  That  is  right.  Tliis  ties  in  with  Senator  Curtis' 
question.  Suppose  that  happened  so  that  now  we  have  600  million 
bushels  of  wheat  in  the  consumer's  reserve  because,  let  us  say,  in  1969 
that  circumstance  happened  and  we  had  another  100  million  bushels 
ad<led  on.  Rut  suppose  that  because  of  previous  years'  production  we 
had  another  300  or  400  million  Imshels  sitting  around  m  on-the-farm 
storage  and  in  the  grain  dealers'  warehouses,  Would  it  be  possible 
under  this  provision  to  have  as  much  as  a  billion  bushels  of  wheat  in 
the  TTnited  States  or  would  it  be  your  thinking  that  this  would  be 
tied  in  with  the  carryover  situation  so  that  we  would  not  have  more 
than  (iOO  million  bushels  ? 

Senator  McOo^-i;rn.  I  am  not  sure  about  that.  I  have  been  rolling 
over  the  question  in  my  mind  that  Senator  Curtis  asked,  I  am  not 
snre  whether  that  situation  is  taken  care  of  in  the  language  of  the 
bill,  but  I  recognize  it  aa  something  that  has  to  be  explored,  becanae 
I  do  think  thf  total  grain  stocks  have  to  be  taken  into  consideration 
in  anv  kind  of  n  meaningful  i-eser^e.  If  there  is  not  language  in  here 
that  ^ops  that,  it  ought  to  lie  put  in.  I  cannot  really  speak  to  that  point 
with  any  certainty,  I  am  not  sure. 

Senator  Milli-j).  I  njiprectate  the  frankness  of  your  answer  but  I 
think  that  this  is  what  Senator  Ellender  was  getting  into.  At  one  time 
I  was  strongly  in  support  of  a  reserve  and  then  I  got  concerned  about 
how  it  would  fit  with  the  ram-over  and  it  may  be  that  something  could 
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be  devised  that  would  gear  this  into  carryover  and  then  you  do  not 
liave  the  jiossibility  of  the  add-on  that  Senator  Ellender  was  talking- 
abouit  and  you  might  have  a  trigger  point  at  wliich  time  certain  stocks 
would  be  acquired  so  that  you  would  have  a  total  carryover  not  to 
exceed  600  million  bushels  instead  of  having  it  sitting  out  there  in  ad- 
dition to  other  carryover  stocks  and  I  think  that  is  what  my  chair- 
man was  talking  about. 

The  Chairman.  What  I  had  in  mind,  of  course,  was  this :  that  if  we 
get  or  give  permission  to  have  as  much  as  600  million  set  aside,  the 
carryover,  normal  carryover  of  what  is  about  400  to  500  million  bushels 
and  then  expect  that  to  be  in  addition  to  the  six. 

Now,  there  would  be  no  obieotion  in  fixing  what  a  normal — I  mean, 
define  a  normal  carryover  as  being  500  to  600  million  but 

Senator  McGiOverx.  Is  that  now  set,  Mr.  Chairman !  Do  we 

The  Chairman.  No,  We  do  not  set  it.  But  it  is  left  to  the  Secretary 
of  Agriculture  to  determine  how  much  we  should  carry  over  for  the 
next  year.  But  in  prior  years  we  had  a  fixed  carryover  but  not  now  any 
more,  because  this 

Senator  McGovern.  That  is  really  where  the  confusion  comes  be- 
cause if  we  do  not  have  a  set  carryover,  then  there  is  no  real  way  to 
say— we  cannot  really  define  then  what  the  relationship  would  be  be- 
tween the  consumer  reserve  that  I  am  talking  about  here  and  total 
stocks. 

The  Chairman.  Well,  the  Secretary  of  Agriculture  usually  figures 
out,  with  the  statisticians  he  has  at  his  command,  they  can  pretty  well 
tell  how  much  wheat  we  should  have  on  hand  and  how  much  to  pro- 
duce in  the  future.  We  have  it  fixed  in  some  way,  but  what  I  am  trying 
to  get  away  from  is  to  have  both  a  set-aside  as  the  Senator  suggests, 
and  a  carryover,  too,  and  if  the  set-aside  can  be  as  much  as  600  million 
and  then  a  carryover  of,  say,  four,  you  are  going  to  have  a  billion 
bushels  facing  us  here  and  that  is  what  causes  the  prices  of  wheat  and 
any  other  gram  or  commodity  to  go  down  with  such  a  huge  amount  on 
hand. 

Senator  McGovern.  I  would  go  this  far  and  say  I  reco^ze  some 
kind  of  formula  has  to  be  worked  out  here  if  you  are  going  to  give 
serious  consideration  to  tlie  so-called  consumer  protection  reserve  so 
that  it  is  kept  in  a  proper  balance  with  the  normal  carryover 
provisions. 

The  Chairman.  Well,  we  might  be  able  to  work  out  some  language 
to  fix  a  sufficient  carryover  and  let  that  be — fix  a  minimum  and  let  the 
Department  use  that  as  a  minimum.  But  if  you  have  a  carryover  plus 
the  reserve,  that  is  going  to  put  us  in  trouble  as  it  did  in  1961. 

The  Senator  will  remember  we  had  in  1961  as  I  recall,  about  81  mil- 
lion tons  of  com  and  feed  grains  which  is  about  50  million  tons  over 
and  above  what  our  requirements  were. 

Senator  Young.  Mr.  Chairman,  if  I  may  say,  you  have  a  different 
sitQation  in  wheat  now  than  we  used  to.  We  used  to  consume  about 
two-thirds  of  our  production  and  export  maybe  a  third  or  less.  It 
it  the  other  way  around  now.  We  have  to  export  much  more  than  we 
consume  domestically. 

In  determining  what  a  carryover  should  be  or  what  the  reserve 
should  be  vou  have  to  take  into  consideration  the  world  crop  condi- 
tions and  Public  Law  480  policy.  We  have  to  consider  how  libend 
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Public  Law  480  policy  will  be  and  how  much  wheat  can  be  exported 
for  dollars.  PubUc  Law  480  determines  in  a  Urge  measure  what  ex- 
ports of  wheat  are. 

Senator  Miller.  Would  the  Chairman  yield !  I  think  the  pomt  I 
want  to  make  is  that  if  we  are  looking  out  for  the  consumer  first,  the 
consumer  is  going  to  be  protected  as  long  as  there  is  an  ample  carry- 
over. If  there  is  a  danger  tliat  the  carryover  is  going  to  slide,  that 
could  be  a  trigger  point  for  the  Government  to  start  to  build  up  a 
consumer  reserve  which,  combined  with  the  carryover,  would  give 
the  consumer  that  protection. 

Senator  McGovekn.  I  think  the  Senator's  point  is  well  taken. 

Mr.  Chairman,  just  one  other  point  I  want  to  make  about  this  bill. 

There  is  a  provision  in  the  legislation  under  the  titles  for  wheat  and 
feed  grains  that  would  make  mandatory  what  is  now  discretionary 
authority  and  that  is  the  requirement  that  partial  payments  be  made 
in  advance  of  performance  and  I  would  set  that  at  60  percent  of  €he 
total. 

Now,  as  the  members  of  the  committee  know,  the  Department's  po- 
sition this  year  to  eliminate  the  advance  payment  on  feed  grains  has 
caused  great  consternation  and  that  has  been  aggravated  in  part  be- 
cause of  the  tight  money  situation  all  across  the  country  and  the  high 
interest  rates  that  have  had  the  effect  of  working  a  real  hardship  on 
feed  grain  producers.  It  does  not  really  save  the  Government  any 
money.  It  is  going  to  be  transferred  over  to  the  budget  next  year 
but  it  has  had  the  effect  of  adding  millions  of  dollars  to  interest  rates 
that  farmers  have  had  to  pay  and  so  this  bill  would  require  that  50 
percent  of  the  payments  both  on  wheat  and  feed  grains  be  in  advance. 

Senator  Miller.  Mr.  Chairman,  could  I 

The  CiiAimiAx.  I  think  we  have  a  program  of  advance  or  had  it  in 
the  past  and  it  seems  to  me  that  if  it  would  do  in  one  commodity  we 
ought  to  make  it  uniform  as  to  all  and  we  will  certainly  consider  that. 

Senator  Miixer.  Mr.  Chairman,  could  I  make  a  comment  at  that 
point?  I  think  in  fairness  I  should  make  this  statement  for  the  record 
m  light  of  what  my  colleague  has  said.  Senator  McGovem  has  said. 

A  year  ago,  before  he  left  office,  President  .Tohnson  proposed  doing 
away  with  the  advance  payments.  Now,  Secretary  Hardin  reversw 
that  decision  and  I  think  one  of  the  big  rensons  he  revei-sed  that  deci- 
sion was  that  President  Johnson's  proposal  was  just  that  and  nothing 
more. 

Secretary  Hardin  has  come  along  and  said  we  will  go  along  this 
year  with  the  elimination  of  the  advance  payments  but  unlike  the  pro- 
|)osnl  that  I  revei-sed  last  year,  we  are  going  to  offset  that  by  acceler- 
ating the  payments  that  nonnally  would  have  come  along  in  October 
or  September  or  late  August  and  make  them  all  in  July  or  by  the 
first  of  August. 

I  have  written  to  a  number  of  my  coiustituents  who  have  indicated 
concern  about  it  and  told  them  that  the  objective  was  that  the  overall 
borrowing  of  the  farmer  will  not  be  changed  because  if  he  Jias  to 
borrow,  lie  is  going  to  have  to  borrow  now  to  i-eplace  the  advance 
])aynients  but  he  will  not  have  to  borrow  later  on  because  of  the  acceler- 
ation of  the  balance  of  the  payments  and  that  I  want  to  be  informed 
this  next  fall  by  them  whether  indeed  tlieir  interest  charges  and  their 
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borrowings  had  increased  when  you  take  into  consideration  the  whole 
picture. 

Now,  in  some  cases  maybe  it  will  not  work  out  tliat  way  but  in 
fairness,  I  must  state  that  is  the  position  of  the  Secretary.  I  do  not 
know  how  it  is  going  to  work  out  in  individual  cases  but  I  do  not 
think  we  will  know  until  this  fall,  but  that  is  the  concept.  They  may 
have  some  interest  charges  increased  because  of  the  lack  of  advance 
payments  but  they  will  save  on  interest  later  on  because  the  payments 
will  be  accelerated  out  of  October  and  September  and  August  to  July 
and  I  do  not  think  that  the  record  should  show  that  this  is  going  to 
result  in  great  increases  in  interest  costs  to  farmers.  I  doubt  if  it  will 
but  we  will  not  know  until  later  on  this  year. 

Senator  Holland.  Mr.  Chairman,  or  course,  that  will  result  only  in 
affectinff  the  amounts  of  expenditures  in  the  2  fiscal  years  that  are 
involved,  fiscal  1970  and  fiscal  1971,  and  if  that  is  the  purpose  in  this 
change,  I  do  not  favor  it  because  I  think  it  will,  of  course,  raise  the 
interest  costs  to  the  farmer.  I  would  like  to  know  what  is  behind  the 
suggestion  that  the  payments  be  expended  until  they  will  fall  in  fiscal 
1971,  If  the  sole  purpose  is  to  make  the  budget  look  sweeter  in  1970, 
though  it  will  be  sour  in  1971,  I  think  we  ought  to  know  it  and  we 
ought  to  have  the  chance  to  look  at  the  picture.  Senator  Curtis  is  a 
member  of  the  Finnce  Committee,  He  may  know  what  the  purpose  it 
in  this  change. 

Senator  Curtis.  The  Finance  Committee  did  not  have  a  thing  to  do 
with  it.  It  was  tlie  Bureau  of  the  Budget, 

Senator  Holland.  I  thought  the  Finance  Committee  controlled  the 
Bnreau  of  the  Budget,  [Laughter.] 

Senator  Crntna.  I  do  not  even  agree  with  their  accounting. 
[Laughter.] 

Wisely  or  unwisely,  I  think  it  was  part  of  the  overall  budgetary 
problems.  They  are  there.  But  I  am  interested  La  the  comment  that 
Wf  of  it  be  made  mandatory  as  to  all  crops.  It  is  my  understanding 
that  the  advance  payment  only  amounts  to  about  18  percent. 

Senator  Holland.  Well,  we  have  bills  pending  in  committee  now 
offered  by  several  Senators  to  reinstate  the  payment,  early  payment 
of  half  of  the  cost  of  the  retirement.  And  we  will  have  to  face  this 
question  very  soon  because  I  intend  to  call  hearings  just  as  soon  as 
we  get  through  these  here  so  that  we  can  go  into  it. 

Senator  Cobtis.  I  do  not  think  there  is  any  question  but  what  in 
the  light  of  the  tight  money  situation  many  farmers  are  depending 
npon  it  and  the  problems  this  year ■ 

Senator  Holland.  The  chairman  has  reminded  me  I  have  already 
fixed  the  Agriculture  appropriations  hearings  for  March  2.  So,  it  is 
time  for  all  of  us  to  start  thinking  about  what  we  are  going  to  do 
on  this  question.  And  in  order  that  we  shall  know  what  we  can  do,  I 
think  we  should  know  what  the  purpose  and  what  the  real  effect 
would  be  of  the  change  now  proposed  by  the  Department  of  Agricul- 
ture. It  may  be  a  gO(^  purpose.  It  may  be  a  good  result  that  will  be 
wcomplished  and  to  the  contrary,  it  might  be  the  exact  opposite.  I 
tlnnk  we  are  going  to  have  to  face  that  and  I  hope  the  Senator  will, 
through  his  relations  with  the  Budget  Bureau,  find  out  just  what  is 
the  purpose  of  this  changed  policy. 
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The  Chairuan.  Any  further  questions^ 

Senator  CuRne.  I  wish  I  had  such  an  association. 

Senator  Mhjjji.  Mr.  Chairman,  I  just  want  to  reemphasize  that 
the  acceleration  of  the  balajice  of  payments  which  normally  have  not 
come  into  the  farmer's  pockets  until  September  or  October — to  8B6 
that  the  farmer  gets  them  in  July  or  early  Aufi;ust — ^will  save  the 
farmer  a  considerable  amount  of  borrowing  and  tnat  the  idea  behind 
it,  the  policy  behind  it,  is  that  that  will  be  the  trade  off  so  that  the 
overall  impact  on  the  farmer's  borrowing  is  not  going  to  be  any  dif- 
ferent than  it  is  now,  and  especially  in  light  of  the  fact  that  the 
advance  payments,  I  understand,  comprise  only  about,  I  think  it  is  12 
percent,  Senator  Curtis,  rather  then  18  percent  of  the  total  payments. 
But  the  hearings  will  develop  this. 

Senator  McGoverx.  Keafly,  though,  it  is  in  the  first  6  months  of 
the  year  that  the  farmers  borrow,  is  it  not?  I  mean,  giving  hkn  pay- 
ments in  July  is  better  than  September  or  October.  But  you  still  do 
not  get  at  the  problem  of  how  he  is  going  to  operate  during  the 
planting  and  the  early  stages  of  the  crop  year. 

Senator  Miller.  Well,  Senator  McGovem 

Senator  Cunns.  I  always  thought  they  started  to  send  those  <^eck3 
out  so  they  would  get  them  just  a  little  while  before  election.  [Laugh- 
ter.] And  that  was  tJie  reason  to  just  give  a  dribble  in  the  spring.  Xo. 
Seriously.  That  is  my  notion  of  it.  But  I  found  that  there  were  prob- 
lems figiirinfr  out  the  compliance  and  just  how  much  they  were  en- 
titled to  and  that  was  the  i-esison  for  putting  it  at  the  end  of"  the  season 
i-at  her  than  the  early  part  of  the  season. 

Tlie  nuestion  was  raised  by  one  of  my  coimty  committemen  whether 
or  not  tiiey  could  get  ready  to  make  the  entire  payment  by  July.  I  took 
tliat  up  with  the  Department  and  the  Department's  access  to  com- 
puterized situations  together  with  some  provision  where  there  is  an 
error  one  way  or  another  of  carrying  over  to  the  next  year,  that  they 
no  longer  have  to  wait  until  the  end  of  the  season  to  make  this  payment 
But  I  agree  that  tlie  difficulty  in  borrowing,  the  high  interest  rates,  no 
question  but  what  this  year  there  were  individual  farmers  that  had 
rel  i«l  on  it  and  it  was  not  forthcoming. 

Senator  HoLi^xn,  Mr.  Chairman.  I  simply  want  to  mention  this 
matter  because  while  it  does  not  affect  my  own  State  appreciably  at 
all.  I  think  it  doe-s  affect  very  largely  the  large  States,  the  States  of 
large  production  of  wheat  and  com  and  feed  grains,  and  I  w^ould 
hope  that  the  Senators  would  find  out  the  attitude  of  their  fanning 
groui>s  prior  to  March  2  so  we  may  have  a  consensus  as  to  what  agn- 
cultnre  thinks  about  this  proposed  change.  Or  this  change  that  nas 
been  put  in  effect.  Unless  the  legislative  arm  acts  to  prevwit  it. 

Senator  MnxKn.  Mr,  Chairman,  this  miglit  help  on  the  point  that 
the  Senator  from  South  Dakota  mentioned.  Just  last  week  I  was  talk- 
ing with  not  only  some  fanners  but  a  few  bankers  about  tliis  verj' 
point  and  while  it  will  var^-  among  farmers.  I  am  a<lvised  that  most 
of  the  farmers  carry  tlieir  cn>ps  over  and  dispose  of  th^n  in  January, 
February,  March,  or  in  that  period,  so  that  they  generally  are  not 
as  hard  pressed  for  funds  tlien  as  they  are  later  on  in  the  vear  rather 
than  as  the  Senator  suggested,  that  they  were  in  short  supply  of  funds 
early  in  the  sea-son.  Now,  in  the  ca.se  of  those  who  do  not  carry  the 
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crops  over  that  would  be  sometlmig  else,  but  that  seemed  to  be  a  gen- 
eral pattern  tliat  is  followed,  that  they  are  not  as  hard  pressed  for 
funds  at  that  time  as  they  wil]  be  later  on  in  the  summer  because  they 
just  recently  disposed  of  their  crops  on  a  carryover  basis,  I  know  that 
18  true  in  the  case  of  my  own  father.  He  has  got  1969  com  that  he  has 
carried  over  and  will  dispose  of  this  year  ordinarily  in  February, 
Marcbj  April,  in  that  period,  so  I  think  that  is  a  general  pattern,  cer- 
tainly in  Uie  com  area. 

Senator  McGovern.  Jlr.  Chairman,  could  1  just  make  one  more 
observation  ? 

Senator  Young.  That  would  not  be  true  of  the  wheat  ajiea. 

Senator  McGovern.  The  overall  cost  of  this  bill  that  is  the  so-called 
coalition  bill,  the  increase  in  cost,  is  somewhere  around  $650  to  $660 
million.  The  question  is,  how  do  you  get  people  in  urban  parts  of  the 
comrtry  to  buy  that  kind  of  a  package. 

I  think  the  way  it  has  to  be  done  is  to  remind  them  that  for  the 
last  20  years,  all  of  the  problems  of  the  cities  liave  been  aggmvated 
by  the  steady  squeezing  off  of  people  from  the  rural  States,  sending 
them  into  the  cities  at  a  rate  of  somewhere  around  610,000  a  year.  In 
the  prepared  statement  that  I  will  put  in  the  record  here  I  have  a  lot 
of  statistics  and  ix)puIation  figures  that  indicate  that  while  we  have 
had  a  very  substantial  increase  in  the  population  in  this  country  the 
last  20  years,  all  of  that  has  come  in  the  cities.  The  iK>pulation  in  ag- 
ricultural America,  in  rural  America,  is  stagnant. 

Now,  if  we  are  conceincd  about  the  problems  of  pollution,  if  we  are 
concerned  about  the  congestion,  the  enormous  difficulties  that  the  cities 
confront — Mayor  Lindsay  underscored  that  by  saying  New  York  alone 
has  to  find  somewhere  to^t  an  additional  $5  billion  a  year  to  deal  with 
the  problems  of  their  city — I  think  people  in  the  cities  have  a  real 
economic  stake  and  a  personal  stake  in  trying  to  halt  that  exodus  of 
people  out  of  agricultural  America.  And  that  $660  million  increase  in 
the  cost  of  the  program,  while  it  is  a  lot  of  money,  it  is  really  a  tiny 
fraction  of  what  we  are  talking  about  in  teims  of  dealing  with  the 
problems  of  the  cities,  all  of  which  have  been  aggravated  by  tlie  large 
numbers  of  people  moving  in  from  rural  States. 

So,  I  would  nope  that  not  only  members  of  this  committee  but  our 
colleagues  that  come  from  the  urban  parts  of  the  country  would  think 
very  seriously  about  the  return  to  them  in  making  a  stronger  invest- 
ment in  keeping  pe^'e  in  the  agricultural  sectors  of  the  country. 

The  Chairman.  Tliank  you,  Senator. 

Senator  Holland.  Mr.  Chainnan,  I  have  another  question  on  this 
same  point  he  has  just  mentioned,  if  I  may  ask  him  at  this  time. 

I  note  in  your  statement  you  also  incorporate  a  suggestion  for  limi- 
tation of  payments  to  eliminate  urban  dissatisfaction. 

Senator  McGovern.  Yes. 

Senator  Holland.  And  I  quote  that  part  of  your  statement — 

Along  with  several  raeinber  organizations  of  tic  ooalltion,  but  not  all,  I  hope 
the  committee  will  also  incorporate  In  its  reconim ends t ions  a  graduated  limita- 
tion on  the  paymeDt  of  payments  any  individual  nroducer  cnn  receive.  It  Ghouid 
be  set  at  the  lowest  levels  consistent  with  achievement  of  production  control  ob- 
Jerttves.  I  do  not  ttiink  the  $15,000  figure  that  has  heen  suggested  la  unrealistic 
in  Uaat  respect.  A  provision  of  this  kind  would  eliminate  one  of  the  central  causes 
of  urban  dissatisfaction  with  our  farm  program. 
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'I'lirit'  i.s  iiKiru  iiiuL  of  course,  your  statement  nill  speak  for  itself. 
One.  iif  llitt  tliiiifrs  tlmt  lius  cuiicernGcl  nie  most,  is  tnis  question  of 
limit iiliujis  wliii-li  1  incut ioned  yesterday,  because  I  Imve  had  the  prob- 
lem <if  Irving  lo  meut  lliu  elloit  of  many  to  impose  limitations  not  at 
tlio  rijjlit  jiiaco  but  in  the  wrong  place,  that  is,  in  the  appropriation 

I  iiotiii!  lliiit  the  Senator  sugg;ests  that  the  $15,000  figure  in  his 
ii|iiiiii>ii,  is  not  uni'tMilintic.  Well,  noiVj  this  is  going  to  be,  I  think,  the 
lou;rhcs(  tii-obliHU  wohiivegotto  face  in  creating  a  new  farm  program. 

l>m's  lliis  lucHU  that  the  Senator  favors  a  $15,000  limitation^ 

Seniilur  MctiiivKUN.  IVell,  let  me  say  to  the  Senator,  I  was  im- 
luvsised  \\\(\\  l.Iie  jioint  lie  niiide  yesterday  with  regards  to  the  sugar 
|>|-i>^inm;  llidt  is,  still  ivttiinin^  the  principle  of  payments  even  for 
I  lu«  liii-gc  ininhicei-s  hut  sailing  it  down  somewliat,  and  it  might  be  Uiat 
lli:it  runiuilii  is  heller  than  an  absolute  cutoif  of  the  kind  that  I  have 
sugg»'>l»'il  lit'iv.  That  is.  if  you  could  work  out  a  formula  whereby, 
whether  it  is  the  whesit  pmgram.  feed  grains,  whatever  it  is,  yon  still 
;;ave  ihe  larjie  i>fodneer  s<iuu'thiiig  in  the  way  of  a  direct  payment  for 
pun  ieipat  ing  in  I  ho  proin-ain  but  yet  paid  them  at  a  somewhat  i-educed 
rale  as  oinpaivd  to  the  small  piXMhicers,  That  might  be  a  more  practi- 
eal  way  todo  it. 

S'uaitir  I  loi.i.AN-i>.  Well,  now,  does  this  mean  that  the  Senator  thinks 
ih:it  up  to  SI.'t,iH>0  the  jimgram  might  apply  equally  to  all  and  that 
alH»ve  that  tiiruiv.  that  there  l>ea  sealing  down  of  the  rate  of  payment? 

Senaior  \KliovrKN.  Yes.  Something  alons  that  line. 

S«Mmtor  1  [oiJ_\Ni\  And  what  overall  limitation,  if  any,  does  tlw  Sen- 
aiorMiiTi^'si  iirdi.x^  hosiigsre;*  that  there  not- be  any  overall  limitation! 

St'niiior  \U-(ii«vvRN,  Well,  it  might  he  that  you  woidd  not  have  to 
h;i\>>  :iu  a!>S(>luit'  eiuoil  (mint,  Init  to  scale  it,  put  it  on  a  graduated 
l>as.is. 

I  '■:Ki  u<»t  tx'ully  thonirhi  alnnit  that  fomuila  imtil  the  Senator  from 
Kii>r',il:»  tuoni;i>n»\l  it  yt«stenlay  as  a  (x'>is!bility  and  one  that  we  have 
Linii  u'.ivler  [!io  suiisr  pi>\irnnu  for  <ome  time.  It  may  be  that  that 
■s  i»  V!or\'  i".ao;'..'al  nnd  workable  fonnv-la  than  the  one  I  have  men- 

S>-:,r.,'v  U.".'.  xM\  We".,  v.v.iior  I'v  liv.ir;!"  proirram  the  fmall  pro- 

.■■.:.vv  i-.v;s  >'  ,v.',(s  jH-r  "'■,::v.:vdwe:j::i:  of  j-i^ir  which  he  proiluces 

■■\l  ■  ■  ■-■.    -  ;v.l:,Vi*.  ','>-  sret's  s>  :':•:«  f/.o  'ai^st  rnyiv.-.vrs  for  most  of 

,,,...  --.(v. ■■.-.—.  t;v:  -•-.■.*  "■,"■  .ov.rji  ;v.-  ■.■,":v.»v.iwoli:>.t  and  this  applies 

■,\'i '■       ■  -.0  '.w:  -■.■.!?»•.'  ;i'-va  ar„l  r,  '.':.c  •at.^  ^•:.pXT  xn-j,.  ar.d  I  know  of 

■  -  .',  V-  ■.:■-;■ ;,  ■.  >— .  .is  '-..t,*  '.xfr,  s  ■.■•«•■,  .«  'ea«  v.:  t::i?  ■ar.e  supir  area 
"  ■■  ■  ;-.:  I  -.v:-.*,--.:.  ;  >  :':-x:  V  v.,'.  -?  ■•.s-.i'lr.j:.  No-v.  rhere  is  no 
■■.•■•;■■    •.■;  ,— .  ;v.,;  .-o  ','•;  ><-.-Mc-  'x-.^ws.  :"-,-ir¥  V.s'.e  !>een  some 

.      .......    . ., ,.,  ....^  ... ,  ;,,  .-..:..-  ;■-.,;  yT";r-.i:-.-.  ':  rr.  \s  a  m.ttter  of 

.(.     ••  '  ;■:;■,■•.■.  ■■■,■■,  .•'  I  '  .•'.  :■..>*■  v.v.--.^".::#  .i-.-.  •':.c  "ar^rpst  part  of 

■■.■■.■.  ■  :  ■.■  .0  •."  f.VM.-^  .v.vv:  ■■:-ry  ?—..•.''  rrtr-wers  -laveoonie 

■  .■       *■  ■•,■  ■  ■  ■,v'.   "  ,~,  «•■■■..■  -' v  "'  >  "'■"■■"""  '  "-■  ^"-.>?~r  Tute.  but  in 

■M.-  ■■    '■:'■■:■.•-  •■■.■-,—.•.<   ■■:  :";T  "-•■.:\":.'"  r-x-its  tinder  the 

■  ^•■  .  ;*     ■.  S:.t-,.  I-  ■:'   ■i  .-■■rTV'.-:  i'<i.-  ;ri  v^.v.:^  State  oi 
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Senator  HouiAnd.  There  has  not  only  been  little  dissatisfaction  and 
there  has  been  no  inability  to  continue  the  competitive  setup,  but  there 
has  been  very  great  satisfaction  not  only  for  the  producing  groups  but 
my  understanding  is  that  sugar  has  the  best  record  of  stable  price 
continuing  in  the  retail  market  of  almost  any  of  the  necessary  foods. 

It  occurs  to  me  that  something  of  this  kind  does  present  the  goal 
that  we  ought  to  work  toward. 

Senator  McGovERN.  Well,  as  I  say,  I  am  somewhat  sympathetic  to 
that  proposal.  I  think  a  formula  could  be  worked  out  that  might  be 
more  practical  than  an  absolute  cutoff  figure.  I  am  under  the  impres- 
sion that  many  of  our  friends  in  urban  areas  think  that  most  of  the 
farm  program  is  paid  out  to  a  little  handful  of  big  producers. 

Senator  HoLi^ND.  It  is  not  true  at  all. 

Senator  McGovekn.  But  because  of  that  impression,  I  think  w©  have 
to  come  up  with  some  kind  of  a  formula  that  does  either  graduate  these 
payments  or  limit  them  in  some  way  so  that  you  answer  that  objec- 
tion that  is  in  the  public  mind.  I  think  it  is  one  of  the — maybe  not 
the  most  important  but  one  of  the  really  significant  reasons  why  we 
have  trouble  getting  farm  price  support  programs  approved  in  the 
Congress.  Every  time  we  have  to  vote  on  that  I  am  always  torn  on 
the  issue  because  I  know  these  programs  will  not  work  if  you  kick 
out  all  the  larger  producers  but  I  do  think  we  have  to  come  up  with 
some  kind  of  a  formula  that  recognizes  that  concern.  It  is  really  the 
kind  of  a  concern  you  would  expect  to  come  out  of  a  democratic  society 


and  we  have  got  to  figure  out  some  way  to  deal  with  it. 

Senator  Millek.  Will  the  Senator  yield  at  this  point?  This  con- 
cern ia  shared  by  a  lot  of  your  small  producers. 

Senator  McGovern.  I  understand. 

Senator  Miller.  They  see  the  record  and  they  see  where  the  bulk 
of  these  payments  are  going  and  they  see  that  the  bulk  of  tiie  payments 
«e  not  going  to  the  litUe  producers  but  are 

Senator  McGovern.  But  the  bulk  of  the  payments  are  not  going  to 
the  really  big  producers,  either. 

Senator  iGlleh.  No ;  but  when  you 

Soiator  McGovern.  You  are  probably  talking  about  a  few  hundred 
farms  that  get  these  really  large  payments  tliat  the  public  objects  to. 

Senator  Miller.  That  is  right,  out  Senator,  when  you  find,  and  as 
I  recall,  70  percent  of  the  payments  go  to  30  percent  of  the  farmers, 
that  does  not  look  good  to  the  smaller  producers. 

Senator  McGovern.  I  understand. 

The  CHAmMAN.  This  is  going  to  be  one  of  the  thorniest  problems 
we  are  going  to  have  to  meet  on  this  committee. 

Senator  Holland.  That  is  the  reason  I  introduced  the  subject  here. 

The  Chairuan.  I  wish  my  good  friend  from  South  Dakota  would 
try  to  work  out  a  program.  It  is  my  belief  that  if  we  have  controlled 
acreage,  you  can  put  a  limitation  on  payments  but  on  a  voluntaiy 
payment  as  you  have  for  wheat  and  com,  I  do  not  see  how  it  will  work 
and  that  is  a  problem  because  the  moment  that  you  cut  off  payments 
on  a  voluntary  program,  the  large  producers  are  not  going  to  want 
to  join  this  program,  in  my  book,  and  since  the  philosophy  of  this 
bill  is  to  have  the  Secretary  of  Agriculture  say  we  need  so  many  Eicres 
to  produce  so  much  wheat  and  so  much  to  produce  so  much  corn  or 
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Senator  Holland.  I  think  a  ^ater  frankness  on  the  part  of  all  farm 
organizations  would  be  appreciated  b;  this  ccHnmittee  but  at  the  same 
time,  I  say  again  I  think  it  is  excellent  policy  to  get  as  many  people 
interested  in  farm  organizations  end,  therefore,  more  famibar  with 
fiurm  programs  than  would  be  the  case  if  these  large  and  very  repnta^ 
Ue  organizations,  and  so  far  as  I  am  concerned,  I  am  not  taking  any 
position  between  the  P'arm  Bureau  and  the  Grange,  they  are  both  fine 
organizations,  and  there  may  be  some  other  fine  organizations,  too,  that 
include  others  than  farmers  in  their  membership,  but  I  wanted  to  refer 
to  this  article  to  show  very  clearly  that  at  least  one  of  the  five  and  one 
of  the  oldest  of  the  organizations  is  doing  just  what  I  suggested,  seek- 
ing to  bring  into  its  membership  and  thus  familiarize  with  the  pro- 
grams others  than  farmers. 

Senator  Young.  I  agree  with  you  fully. 

(Senator  McGovem's  full  statement  follows:) 

The  Chairman.  Senator  Burdick  ? 

8EATEUENT  OF  HON.  QTJElTnN  N.  BURDICK,  A  U.S.  SENATOR  FROH 
THE  STATE  OF  NORTH  DAKOTA 

Senator  Bchdick.  Mr.  Chairman,  members  of  the  committee,  first 
of  all,  I  do  not  intend  to  thrash  the  straw  pile  twice.  I  am  cosponeor 
of  the  coalition  bill  and  many  things  have  b^n  gone  over  this  morning. 
So,  in  view  of  that,  I  would  like  to  ask  unanimous  consent  that  my 
statement  be  a  part  of  the  record  and  I  will  just  talk  about  it  for  a  few 
minutes. 
The  CuAiKMAN.  Without  objection,  that  will  be  done. 
Senator  Burdick.  I  would  like  to  approach  this  problem  from  the 
point  of  view  of  the  country.  I  know  tliat  one  or  two  of  the  members 
raised  the  question  of  costs. 

Today  atout  5  percent  of  our  people  live  on  farms.  In  1950-60  the 
Det  average  of  this  decade,  1  million  people  left  the  farms.  1960-68, 
750,000.  Probably  500,000  farm  people  left  the  farms  in  1969.  This  is 
a  national  problem,  not  only  a  farm  problem.  When  you  consider  that 
70  percent  of  the  people  now  live  on  2  percent  of  the  land  we  have  got 
to  ao  something  to  adjust  this  urban-rural  balance. 

Now,  I  read  your  speech,  Mr.  Chairman,  that  you  made  some  time 
«go  on  the  farm  situation.  I  thought  it  wus  excellent.  In  that  speech 
you  stated,  and  it  is  correct,  I  have  checked  it  out,  that  the  per  capita 
farm  income  is  only  about  three-fourths  of  nonfarm  capital  income. 
In  other  words,  if  we  do  not  do  something  to  strengthen  farm  income, 
this  exodus  will  continue  and  the  congestion  in  the  asphalt  areas  of 
the  country,  the  largo  metropolitan  centers,  will  grow  and  increase.  So, 
when  we  talk  about  costs,  by  adding  some  costs  to  this  farm  program, 
I  think  it  is  just  good  business  because  when  we  send  these  people  to 
the  citiee,  make  no  mistake  about  it,  we  have  increased  costs  there,  too. 
So,  I  think  on  the  basis  of  priorities  in  this  country,  I  think  we  can 
afford  to  spend  a  little  more  money  on  the  farm  programs  to  try  to 
keep  a  balance  in  this  country. 

It  is  for  that  reason,  Mr.  Chairman,  that  I  believe  that  the  very 
minimum  we  can  have  this  year  in  the  way  of  a  farm  prograei  is  what 
we  have  and  I  am  hoping  that  we  can  go  as  far  as  the  coalition  farm 
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bill  because  I  think  that  when  I  am  making  this  approach,  I  am  mak- 
ing this  appeal  on  the  basis  of  wliat  is  gocnd  not  only  for  our  agricul- 
tural areas  out  it  is  good  for  the  country. 

The  CiiAiKMAy.  Thank  you,  Senator. 

Senator  Holland.  Mr.  Cnairman,  while  the  Senator  is  here,  I  would 
like  to  ask  him  what  his  idea  is  in  this  very  troublesome  field  of  limita- 
tions which  we  have  discussed  already  with  Senator  McGovem,  be- 
cause this  committee  badiy  needs  all  the  guidance  and  help  it  can  get 
in  this  field. 

Senator  Burdick.  I  think  it  falls  in  two  categories.  One  is  it  falls  in 
the  category  of  the  legislation.  The  other  category  is  wliat  is  practical 
in  the  other  body.  We  have  seen  a  growing  resistance  to  these  pay- 
ments in  the  otlier  body  particularly,  not  in  the  Senate  but  in  the 
House.  As  you  know,  because  of  the  nature  of  the  representation  of 
the  two  bodies,  a  greater  proponion  of  tlie  representation  in  the  House 
represents  cities.  They  are  not  as  cognizant  or  mindful  of  what  these 
farm  programs  are  as  we  are,  so  when  they  see  these  large  payments 
blazoned  across  the  newspapers  in  these  nonfarm  area,  nonfarm  iiews- 
j>apers,  tlioy  get  a  jaundiced  opinion  of  what  the  farm  programs  are 
and  we  have  problems. 

Xow,  on  tlie  other  hand,  as  far  as  legislation  is  concerned,  I  think 
we  have  to  have  some  type  of  a  cutoff,  whether  it  is  graduated  or 
whatever  it  is,  but  it  cannot  be  too  low.  Under  our  voluntary  program 
you  have  to  have  participation.  It  will  not  work  if  you  do  not  nave 
participation.  So,  it  is  going  to  take  the  wisdom  of  Solomon  to  find 
I  hat  level,  where  we  can  get  participation  and  got  a  sufficient  reduction 
to.  I  sup|x>se,  to  satisfy  the  city  people.  It  is  just  that  pracbical. 

Tlie  C  HAiRMAN.  Any  further  questions  ? 

Senator  HoliuVnd.  It  seems  to  me  like  there  is  a  difference  between 
two  different  parts  of  this  problem.  One  is  on  the  question  of  land 
diversion.  I  do  not  see  how  it  would  be  possible  to  expect  a  man  with 
great  acreage  to  divert  his  acreage  and  just  take  it  out  of  producti<» 
unless  he  gets  a  fair  and  reasonable  compensation  for  doing  tliat.  That 
is  per  acre. 

Senator  Burdick.  I  agree  with  you. 

Senator  Holland.  And  that  question  of  diversion,  therefore,  is  a 

Jnestion  which  stands  by  itself  as  I  see  it,  apart  from  the  question  of 
le  price  support,  the  loans  or  Government  purchases,  or  certilicates, 
any  of  the  things  that  have  to  do  witli  price  supports  and  with  the 
price  of  the  product. 

Does  the  Senator  agree  with  nie  on  tliat  ? 

Senator  Bdbdick.  We  find  ourselves  in  substantial  agreement;  yes, 
sir. 

Senator  Holland.  I  hope  the  Senator  will  start  scratching  his  vetj 
productive  head  and  come  up  with  some  good  suggestions  as  1  ha\-e 
already  requested  the  Senator  from  South  Dakota  to  do,  because  prob- 
ably better  than  any  other  Member  of  the  Sensite  I  think  I  know  the 
troublesome  nature  of  this.  We  passed  the  Senate  appropriation  bill 
on  .luly  7.  'W'e  were  not  asked  to  come  into  conference  with  the  House 
until  r=ometime  in  October,  I  have  forgotten  the  date  but  it  was  mor« 
than  A  months  that  we  were  waiting  feverishly  for  the  chantre  to  get 
into  conference  and  as  the  Senator  well  knows,  the  House  was  not 
willing  to  even  attempt  a  conference  until  certain  legislation  had  been 
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passed  in  another  field  in  which  all  of  us  have  been  interested  but  par- 
ticularly the  Senator  from  South  Dakota,  and  that  was  the  temporary 
measure  for  1970  on  the  food  stamp  program- 
In  my  humble  judgment,  we  would  never  have  gotten  the  conference 
sa{^>ort  approved  on  the  House  side  but  for  the  fact  that  certain  Mem- 
bfffs  there  were  very  much  interested  in  getting  the  food  stamp  pro- 
gram started  for  1970  on  the  enlarged  basis  that  we  are  all  familiar 
with,  had  been  satisfied  that  that  was  to  be  done,  and  they  then  not 
Mily  supported  the  conference  report  but  did  bo  very  vocally  on  the 
House  floor.  We  are  not  apt  to  have  that  kind  of  a  helpful  situation  if 
that  was  helpful,  though  very  late,  arise  in  subsequent  years,  and  the 
Senator  from  Florida  who  was  not  even  a  supporter  of  the  1965  bill, 
because  he  thought  it  would  be  too  extravagant  and  would  make  some 
trouble  for  us  by  reason  of  the  successive  payments,  was  forced  to  the 
neoessity  of  being  the  principa]  defender  agamst  this  arbitrarv  Iimita- 
tim  which  would  have  accomplished  no  good  but  a  great  deal  of  evil, 
IS  I  ain  sure  the  Senator  knows. 

I  think  it  is  completely  necessary  in  this  new  program  we  meet  this 
problem  headon  and,  therefore,  I  am  inviting  the  T>est  brains  in  the 
■gricultural  membership  of  tlie  Senate  to  start  work  on  this  problem. 
I  think  it  is  going  to  be  the  hardest  one  we  have  got  to  solve. 
Does  the  chairman  agree  with  me  on  that  ? 
The  Chairman,  I  sure  do. 

Senator  Burdtck.  Particularly  in  view  of  the  attitude  of  some  of 
those  city  House  Members. 

The  Chairman.  I  do  not  think  it  is  as  serious  a  problem  in  the  Sen- 
ate as  it  is  in  the  House. 

-Senator  Holi-vnd.  It  is  not  a  serious  problem  in  the  Sonate  except 
that — for  the  reason  that  except  on  the  program  for  food  stamps,  the 
Senate  seems  to  be  more  willing  to  stand  by  its  committees,  tliis  com- 
mittee legislatively,  and  the  Appropriations  Committee  in  connection 
with  appropriations,  because  the  Senatej  due  to  many  assignments,  just 
simply  has  to  rely  more  upon  the  committees.  In  the  House,  no  use  for 
me  to  comment  on  it.  Every  Senator  knows  what  has  happened  nier 
there  in,  what  is  it,  in  3  successive  years,  and  we  have  simply  got  to 
meet  this  problem  in  this  bill  or  we  have  got  to  have  a  bill  to  meet 
this  verv  critical  situation  in  the  farm  industi-y. 
The  Chairman.  Any  further  questions  ? 

Senator  Dole.  Since  farm  population  has  gone  down  22  percent  in 
the  decade  of  the  sixties,  the  question  comes  to  mind  if,  by  enacting  in 
essence  an  extension  of  the  same  farm  program  we  have  had  for  much 
of  the  sixties,  are  we  really  gettiiig  to  the  neart  of  the  problem?  Why 
would  a  coalition  bill  stop  this?  mil  it  stop  the  migration  from  farms 
to  cities?  We  are  talking  about  a  total  of  10  million  people  and  if  we 
allot  $675  million  nationwide  is  that  enough  to  stop  this  migration? 
Senator  BuRDirK.  For  the  best  answer  I  can  give  you,  I  want  to  refer 
to  a  study  made  by  Professor  Guither  of  the  University  of  Illinois.  He 
is  a  professor  of  agricultural  economics.  He  made  a  study  of  farm 
layinent  -  and  the  siiidy  wt-nt  up  to  19('i8.  There  is  not  nmoh  difference 
between  1968  and  1969",  And  he  found  that  the  farm  payment^  under 
the  farm  programs  were  equal  (o  18.4  ()ercent  of  gross  income  but  the 
important  thing  is  that  it  was  equal  to  113,1  percent  of  net  income — 
farm  payments.  In  other  words,  the  average  farmer  in  North  Dakota 
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■without  a  farm  program,  without  these  pftyments,  would  be  broke.  He 
would  go  in  the  nole  13  percent  a  year.  So  maybe  this  will  not  stop  iL 
but  this  bill  is  gome  to  slow  the  migmtion.  I  know  tha  problems  of 
teciinology  and  all  tnat,  but  I  think  by  improving  the  ^n^^m  along 
the  lines  of  the  coalition  bill,  I  think  we  can  slow  Oils  migration  to  the 
city. 

Senator  Dole.  I  share  what  is  hopefully  expressed  by  tJie  Senator. 
This  committee  and  the  House  Apiculture  Committee  view  with 
alarm  the  migration  from  farms  to  cities,  but  it  has  been  going  on  for 
three  or  four  decades.  I  would  hope  through  legislation  we  can  reverse 
this  trend.  Maybe  througli  rural  job  opportunities  and  rural  develop- 
ment. 

In  refer^ice  to  direct  payments,  just  to  point  out  this  is  a  difficult 
problem,  as  the  Senator  from  Florida  expressed.  If  we  had  had  a 
^0,000  limitation  in  1968,  it  would  liiive  affected  5,159  cotton  fannws 
or  1.2  percent  of  the  cotton  farmers  to  whom  we  make  payments.  For 
feed  grain,  it  would  only  have  affected  377,  which  is  about  one-tenth 
of  1  percent  of  all  feed  grain  farmers.  On  wheat,  702  wheat  growers^ 
again  only  one-tenth  of  1  percent.  The  number  of  dollars  paid  to  cotton 
producers  would  have  been  $115  million,  $26  million  for  feed  grains 
and  $21  million  for  wheat. 

Then,  in  otlier  States,  for  all  programs — in  Nortii  Dakota  only  66 
farmers  received  payments  in  excess  of  $20,000;  in  South  Dakota,  4^, 
and  in  Kansas,  301.  Of  course,  the  largest  number  was  in  the  State  of 
Texas.  So  it  does  not  affect  as  many  x>eople  after  all.  It  is  a  problem 
but  I  believe  we  can  resolve  it. 

Senator  Burdick.  As  an  ex-Member  of  the  House  you  know  the 
attitudes  of  these  city  people  when  they  see  these  payments  spelled  out. 

Senator  Dolk.  Eight.  That  is  the  problem.  But  everybody  in  tie 
Senate  represents  a  few  farmers. 

Senator  Holiaxd.  I  wonder  if  we  have  given  attention  to  the  fact 
that  since  there  is  about  5  percent  of  the  people  on  the  farm,  that  is 
at  most  something  like  15  million  people,  there  are  practictulv  that 
many  in  the  metropolitan  area  of  our  largest  cities  alone  and  that 
points  up  the  difficulty  of  tliis  problem. 

We  have  got  to  have  a  fair  program.  We  have  got  to  have  an  appeal* 
ing  proj^ram  if  we  expect  to  have  it  enacted.  And  it  is  to  tiiat  I  am 
addressing  myself  and  asking  mj'  associates  here  to  address  themselves 
to,  because  I  think  that  this  reduction  in  farm  population  which  does 
not  affect  my  own  State  so  mucli  because  we  have  growth  from  another 
factor  entirely,  the  Senators  are.  familiar  witli,  I  think  it  is  weakening 
some  of  the  finest  States  that  we  have,  some  of  the  States  that  we  have 

tot  to  rely  upon  to  furnish  sound  and  conservative  leadership,  and  I 
o  not  like  to  see  it  continue.  And  yet,  as  the  Senator  from  Kansas 
and  the  Senator  from  North  Dakota  have  both  suggested,  we  are  facing 
a  continuation  of  that  unless  we  get  a  sound  program. 

Senator  Miixer.  Mr.  Chairman,  I  would  just  like  to  make  this  point 
to  the  two  Senatoi-s  who  have  indicated  their  support  for  some  kind 
of  a  pa}'ments  1  imitation  approach  even  though  it  is  not  in  the  coalition 
bill.  I  personally  recognize  some  possibility  in  that  Sugar  Act  ap- 
proach but  it  would  seem  to  me  that  there  ought  to  be  some  attentitHL 
given  to  whether  or  not  we  might  have  a  different  payment  limitatioQ 
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formula  geared  into  the  type  of  commodity  we  are  talking  about.  I  can 
see  where  a  payment 

Senator  Bubdick.  Commodity  by  commodity  ? 

Senator  MiLLinL  Yes.  I  can  see  where  a  payment  limitation  of  a  cot- 
t^  structure  might  work  in  the  wheat  areas  and  might  not  work  in 
the  cotton  areas  at  all.  To  just  come  out  and  have  one  overall  limita- 
tion does  not  seem  to  be  getting  at  the 

Senator  Holland.  We  couldnot  have  just  one. 

Senator  Miller  (continuing).  At  the  differences  of  the  ctHnmoditj 
groups,  essentially  cotton,  wheat,  and  feed  grain. 

S^ator  Bttrdick,  As  I  stated,  I  do  not  think  payments  limitation 
^<mld  be  too  low  so  as  to  discourage  participation.  That  is  No,  1. 
Uaybe  the  CMumodity  by  conmiodity  approach  might  be  an  answer. 

Senator  Holland.  I  have  suggested  this  same  point,  same  question, 
in  numerous  conversations  wiui  the  Department  of  Agriculture  offi- 
dals,  su^e^ing  that  we  are  going  to  have  to  fit  the  particular  program 
to  the  particular  commodity.  I  think  the  Senator  from  Iowa  is  ex- 
actly correct  in  that.  Just  as  we  did  in  sugar.  That  is  applicable  to 
aigar.  It  may  not  apply  to  any  other  conmiodity,  but  something  of 
that  same  general  sort  is  what  we  should  look  for  and  see  whether  we 
can  satisfy  the  farm  population  and  the  farm  organizations  with  that 
kind  of  approach  and  tnen  see  if  we  can  make  it  appeal  to  the  urban 
populations  as  being  a  reasonable  approach.  I  think  we  can. 

Senator  Buhdick.  Thank  you,  gentlemen. 

The  Chaibman.  Thank  you  very  much. 

(Senator  Burdick's  prepared  statement  is  as  follows :) 

Mr.  Chairman,  your  receat  statement  before  the  Senate  on  the  imijortanee  ot 
farm  programs  to  the  economy  was  outstanding.  It  clearly  shows  the  great  Im- 
portance of  a  healthy  farm  economy  to  an  iuduatrial  Natlcn  such  as  we  have 
become  In  the  last  few  decades. 

In  my  statement  today  I  want  to  develop  that  theme  a  little  more  fully.  I  want 
to  nnphaslze  the  close  linkage  between  the  urban  problems  of  today  and  the  rural 
problems  of  both  yesterday  and  today. 

Let  me  quote  very  briefly  from  the  1967  presidential  commission  report  "Hie 
People  Left  Behind." 

In  the  early  paragraphs  of  this  report  one  finds  these  statements: 

•'•  •  •  the  rural  poor,  in  their  desire  for  the  same  goods  and  services  enjoyed 
by  meet  urban  people,  continue  to  pile  up  in  the  central  cities  of  America  •  •  •" 

"The  senseless  piling  up  of  refugees  from  rural  America  1q  onr  central  cities 
provides  no  solution  to  the  problems  of  rural  areas  or  of  the  dtles  •  •  •  and 

"ESven  though  living  conditions  in  the  central  city  America  are  intolerable,  the 
continuing  stream  of  rural  migrants  to  our  central  cities  strongly  suggests  that 
ctwditiona  there  are  better  tbau  io  our  blighted  mral  areas." 

There  are  at  present  about  10.5  million  people  living  on  the  nation's  nearly  S 
million  fa  mis. 

During  the  195(V-60  decade,  a  net  annual  average  of  one  million  persons  left 
farms  or  ceased  farming  operations  on  their  land-  For  the  period  1960-08,  tbe 
comparable  figure  Is  750,000. 

Probubly  500,000  farm  people  left  their  farms  in  1909  and  moved  to  cities  and 

A  recent  report  of  tbe  Economic  Research  Service  emphasizes  the  strong  re- 
lationship between  the  income  level  of  an  area  and  the  outmigratlon.  It  reports 
that  the  lower  the  average  Income  level  of  the  rural  county,  the  higber  the  rate 
of  outmigratlon.  Counties  where  family  income  averaged  less  than  $3000  had  the 
highest  rates  of  outmign^tion  in  recent  years. 

In  my  own  State  of  North  Dakota  net  outmigratlon  totaled  105,000  or  10,S00 
a  year,  during  the  19r>0's. 

Preliminary  estimates  indicate  that  outmigratlon  is  continuing  at  the  rate  of 
9,400  a  year. 
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The  farm  popolatioa  of  Nortb  Dakota  has  decreased  br  sonu 
19ea 

Because  of  these  facts,  If  we  are  to  bave  a  balanced  economf  we  miut  enact 
8.  3068,  the  Coalltioa  Farm  Bill  which  I  Joined  Senator  HcOovem  and  many 
other  Senators  in  introdut-ing  on  Ortober  23, 1966. 

8.  3068  may  not  be  a  perfect  bill,  but  on  the  basis  of  these  taeariDgs  It  dumld 
be  possible  to  develop  ameDdments  which  will  etrengthen  it  and  make  U  even 
more  effective  Id  protecting  and  stabilizing  farmers  incomes. 

Mr.  Chairman,  North  Dakota's  wheat  certificates  and  other  farm  program 
payments  have  totaled  more  than  $100  million  each  year  since  1963.  In  1968  and 
1960  they  totaled  $140  and  {162  million  respcctlrely.  These  payments  are  eqnal 
to  approxinLatelf  20  pt'ri^ct  of  the  value  of  the  crops  and  Uvestock  marketed 
from  North  llukota  fiimiti  and  ranches,  but  account  for  more  tiian  half  of  our 
farmers'  net  income  iu  rwent  year^!. 

North  Dakota's  farms  and  ranches  marketed  crops  and  livestock  totaling  ^730 
million  a  year  In  1{K!7-6S  but  because  of  the  high  cost  of  farm  supplies  and 
high  interest  rates,  farm  production  expenses  averaged  87  percent  of  the  cash 
receipts  from  marketings,  562.1  million,  in  these  two  years. 

Nortb  Dakota's  wheat  and  feed  grain  producers  will  be  in  seriooa  trouble 
in  a  very  short  time  if  the  Agricultural  Act  of  lOG.'t  is  not  extended  or  r^laced 
with  legislation  comparable  to  that  authorized  in  the  Coalition  Farm  Bill,  In 
tbij^  session  of  CongresK. 

While  I  support  the  entire  Coalition  Bill.  1  want  to  call  particular  attention 
to  the  improvements  it  makes  in  tlic  wheat  program.  It  provides  definite  authority 
for  export  certificates  valued  at  65  to  00  percent  of  parity  that  would  add  a  mini- 
mum of  3275  million  a  year  to  wheat  producers  incomes.  It  also  limits  tbe  amount 
the  "projected  yield"  can  be  adjusted  as  a  result  of  a  natural  disaster  and  re- 
quires the  Secretary  of  Agriculture  to  make  advance  payments  equal  to  half 
the  wheat  certificate  value  at  sign-up  time. 

Mr.  Chairman,  if  we  are  to  have  a  balanced  economy,  if  we  are  to  avoid  baTlnc 
the  rural  problems  add  to  our  now  almost  unmanageable  urban  pitMems,  we 
must  enact  continuing  Imislation  which  nil)  assure  our  farm  families  a  teir 
share  of  the  national  Inconic.  Per  capita  iu<'omes  of  people  on  farms  average 
only  70  percent  of  the  per  capita  Incomes  of  non-farm  people.  And  many  farm 
people  receive  less  than  the  average. 

We  cannot  depend  on  farm  legislation  sii<rh  as  the  admlnistTation's  proposed 
"Agricultural  Act  of  1070."  In  my  o|)inion  the  National  Grange,  National  Farm- 
ers Union,  National  Farmers  Organization.  Midrontinent  Farmers  Association 
and  National  Association  of  Wheat  Growers  were  well  advised  to  reject  this 
proposed  draft  legislation. 

In  their  words,  "the  proposed  bill  released  by  the  U.S.  Department  of  Agri- 
culture would  permit  the  Se<;retary  of  Agriculture  to  set  price  support  loans 
on  a  sliding  scale  from  0  (o  'JO  ijerceot  of  iiarity,  at  levels  to  encourage  the 
exportation  of  tommfKlities.  This  is  totally  unacceptable.  It  would  give  him 
more  power  than  any  Secretary  of  Agriculture  in  history.  The  last  time  snch 
a  proposal  was  made  was  during  the  administration  of  Secretary  of  Agriculture 
Ezra  Tuft  Benson.  TIhi  Congress  wisely  rejected  it  then  and  should  reject  It  now." 

We  cannot  nfFord  to  have  our  farmers  entirely  dependent  on  the  discretion 
of  a  Secretary  of  Agriculture  who  may  be  under  orders  from  an  unfriendly 
Budget  Bureau  director. 

Mr.  Chalnnan,  I  recf^nilze  this  distinguicbed  Committee's  awareness  of.  the 
need  for  a  healthy  rural  couiniunify.  I  pledge  you  my  conperatlou  in  accomplish- 
ing this. 

The  OiiAiRsiAN.  Mr.  Scott,  master,  National  Grange,  Have  yon 
anybody  accotiipiinyinp  you  you  want,  to  sit  around? 
Will  you  identify  yourself  for  the  record? 

STATEMENT  OF  JOHN  W.  SCOTT,  MASTER,  AHS  ROBERT  W. 
FREDERICK,  LEGISLATIVE  REFRESENTATITE,  HATIOHAI 
ORAKOE 

Mr.  Scott.  Mr.  Chairman,  members  of  the  committee,  I  am  JiAn 
W.  Scott,  master  of  the  National  Grange. 
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Mr.  Chairman,  this  is  my  first  opportunity  to  appear  before  this 
distinguished  committee  to  discuss  with  you  the  problems  facing 
American  agriculture;  however,  I  am  sure  you  are  familiar  with 
the  position  of  the  National  Grange  regarding  farm  legislation.  I 
would  like  to  thank  tlie  chairman.  Senator  ETiender,  and  Senator 
Talmadge  for  the  speeches  they  made  on  the  floor  of  the  Senate  in 
support  of  the  importance  of  agriculture  and  tlie  importance  of 
agricultural  programs. 

Senator  Holland,  all  of  us  in  agriculture  owe  you  a  considerable 
vote  of  appreciation  for  your  long  service  to  agriculture  as  you  have 
been  a  Member  of  the  Senate,  and  we  regret  tlie  news  of  retirement; 
however  it  leads  us  to  say  at  this  time  mat  we  truly  appreciate  the 
work  you  have  done  in  the  Senate,  more  specifically  on  behalf  of 
American  agriculture,  not  only  as  a  member  of  the  Senate  Agriculture 
and  Forestry  Committee  but  as  a  member  of  the  Agricultural  Appro- 
priations Subcommittee. 

Senator  Holi.and.  Thank  you. 

Mr.  Scott.  I  am  a  product  of  the  family  farm,  spending  most  of 
my  agriculturally  productive  years  on  a  dairy  farm  in  Butler  County, 
Pa.  At  aji  early  date  in  my  life,  I  became  active  and  have  remained 
ictive  for  over  36  years  in  the  Grange  movement  in  Pennsylvania, 
serving  in  various  capacities  at  local  and  county  levels  and  being  in 
1962  elected  master  of  the  Pennsylvania  State  Grange,  a  capacity  I 
held  for  6  years.  In  1965  I  was  elected  to  the  office  of  secretary  of  the 
National  Grange  and  served  in  that  capacity  until  1968,  when  I  was 
elected  to  fill  the  unexpired  term  of  a  man  whom  you  all  know, 
Herschel  Newsom,  who  resigned  to  accept  an  appointment  to  the 
Tariff  Commission, 

My  duties  as  master  of  the  Pennsylvania  State  Grange  required 
that  I  move  from  our  family  farm  to  Harrisburg,  Pa,,  the  State 
capital.  However,  at  approximately  the  same  time,  our  farm  was  taken 
over  by  the  State,  through  a  proceeding  of  right  of  eminent  domain, 
to  be  made  into  a  State  park.  So,  I  guess  I  can  be  classified  along 
with  some  16  million  other  people  that  have  left  the  American  farm 
since  1952,  as  a  misplaced  farmer.  However,  I  would  hasten  to  point 
out  to  this  committee  that  the  decision  that  I  made  to  leave  agricul- 
tural producti<m,  like  so  many  others  who  have  left  rural  America, 
was  one  brought  about  by  circumstances  other  than  by  my  own  inde- 
pendent decision.  Neither  farm  programs  nor  their  results  caused  this 
displacement  or  migration,  as  has  been  alleged  by  many  people  in 
American  agriculture, 

I  have  witli  me  tliis  morning  the  National  Grange  legislative  rep- 
resentative, Robert  Frederick,  who  will  be  available  to  answer  ques- 
tions from  members  of  the  committee.  Bob  also  is  a  farmer,  forced 
off  the  fai-m  by  actions  other  than  his  own  independent  decision.  His 
farm  was  cut  in  two  by  the  Interstate  Highway  System  as  it  was 
extended  throuffh  rural  northeastern  Ohio,  leavmg  little  land  i^-ith 
a  large  set  of  buildings  and  no  right-of-way  to  the  larger  acreage 
Isolated  by  the  highway.  I  also  have  with  me  this  morning  Mr.  Alton 
Denslow.  a  member  of  the  well  recognized  agricultural  law  firm  of 
Parker  &  Denslow,  who  is  our  agricultural  counsel  in  the  Grange. 

Tlie  National  Grange  is  a  farm-rural-urban  family  organization 
representing  7,000  rural  community  organizations  located  in  40  of 
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our  50  States.  The  Grange  has  a  heterologous  membership  that  rep- 
resents producers  as  weU  as  consimiers. 

Senator  Holland,  I  appreciate  the  reading  of  the  article  from  the 
Bangor,  Maine,  paper  and  the  fact  that  you  put  it  into  the  record. 
I  was  interviewed  there  by  a  young  lady  who  was  totally  ignorant 
of  the  agricultural  situation  in  the  Nation.  In  my  discussion  with 
her,  I  was  trying  to  point  out  to  her  the  importance  of  agriculture 
even  though  so  few  people  were  involved,  I  pointed  out  tluit  practi- 
cally 5  percent  of  the  population  of  this  Xation  fed  all  of  us  and 
part  of  the  world. 

Then  she  asked  me  about  the  relationship  of  Grange  membership 
to  the  farm  and  I  told  her  tliat  about  50  percent  of  our  membership 
were  active  farmers  and  slie  got  the  5  percent  and  the  50  percent  mixed 
up,  Senator.  So,  it  might  Be 

Senator  Holland.  Well,  on  this  point  I  want  to  say  again  that  I 
think  it  is  sound  policy  to  invite  others  than  farmers  to  your  member- 
ship and  I  am  not  talking  about  displaced  farmers.  I  mean,  people 
who  are  not  farmers  at  all.  And  from  your  statement  now,  I  imder- 
stand  that  50  percent  of  your  members  are  nonfarmers, 

Jlr.  Scott.  We  have  no  accurate  count  but  that  is  our  honest  judg- 
ment about  the  makeup  of  our  membership. 

Therefore,  we  are  pleased  to  be  able  to  support  S.  3068,  the  Agri- 
cultural Stabilization  Act  of  1069,  introduced  by  Senator  McGovem, 
a  distinguished  member  of  this  committee,  and  12  other  Senators. 

At  this  time  I  would  like  to  introduce  for  the  record,  the  list  of  the 
26  members  who  are  members  of  the  coalition. 

Senator  Miller.  We  had  that  put  in  yesterday. 

Senator  Ctmris.  May  I  see  it  ? 

The  Chairman.  AVe  can  prevent  duplication. 

Senator  Dole,  Have  you  got  the  latest  list  ? 

Mr.  FREDF3UCK.  Yes.  Two  editions. 

(For  the  list  referred  to  above,  see  p.  116.) 

Mr.  Scott.  We  want  to  express  our  appreciation  to  the  chairman 
for  calling  hearings  on  farm  legislation  at  this  time,  as  we  firmly 
believe  that  the  farmer  desires  and  needs  as  much  planning  time  as 
possible  and  any  further  delay  will  only  increase  the  possibility  that 
the  farmer  and  the  country  will  liave  to  go  back  to  farm  programB 
in  effect  before  106f>,  a  position  untenable  to  the  fanner.  Congress,  and 
the  general  public  (see  exhibit  E).  It  is  for  this  reason  we  urge  early 
action  by  this  committee  and  Congress. 

Mr.  Chairman,  this  big  paper  here,  I  am  not  going  to  read  it  alL 
More  than  half  of  it  is  a  series  of  exhibits  which  are  meant  to  back 
up  some  of  llie  statements  that  I  make  and  we  can  refer  to  them  if 
wo  need  to. 

The  Grange  is  in  strong  support,  of  continuation  of  the  Food  and 
Agriculture  Act  of  1965,  as  amended  by  S.  3068  and  has  previously 
testified  in  the  House  on  IF.R.  14014,  an  identical  bill  introduced  by 
41  Congressmen. 

We  would  like  to  take  the  time  allotted  to  us  today  to  discuss  with 
this  committee  the  importance  of  the  Food  and  Agriculture  Act  of 
1965  (see  exhibit  A),  and  how  we  feel  it  has  helped  solve  some  of 
the  problems  existing  in  I'ural  America  and  how  it  has  bolstered  farm 
income  and  stabilized  consumer  prices.  We  are  privileged,  once  again, 
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to  come  before  tins  distinguished  committee  which  has  in  the  past 
heard  with  compassion  the  pleas  of  the  farmers  for  a  more  adequate 
return  for  their  products  in  the  markBtplace  and  for  more  equitable 
Income  as  compared  with  the  rest  of  our  economy.  As  you  have 
worked  your  will  with  yom-  considered  judgment  in  the  years  since 
ttw  Grange  has  been  coming  before  you,  the  answers  which  you  have 
provided  for  the  problems  of  America  deserve  our  gratitude  and 
thanks,  rather  than  the  criticism  of  those  who  would  destroy  existing 
agriculture  programs  and  thereby  provide  the  fertile  ground  for 
economic  chaos. 

Agriculture  unity.  Mr.  Chairman,  you  and  members  of  the  Com- 
mittee on  Agriculture  and  Forestry  may  find  personal  satisfaction 
in  your  efforts  to  bring  unity  to  agriculture  because  it  was  partially 
in  response  to  the  call  for  unity  made  by  Members  of  Congress,  Sec- 
retary of  Agriculture  Hardin^  and  the  administration  that  we  have 
been  able  to  develop  such  a  high  degree  of  unity  in  agriculture.  We 
are  happy  to  inform  you  that  the  spirit  of  farm  unity  is  growing 
unong  formers  as  well  as  other  organizations. 

The  Grange's  desire  for  unity  in  agriculture  is  deeply  embedded  in 
Grange  philosophy  and  Grange  policy.  As  early  as  the  Sacramento, 
Calif.,  convention  in  1889,  the  first  policy  statement  from  the  Grange 
on  unity  and  united  agriculture  was  presented  and  adopted  and  has 
remained  firm  Grange  policy  since  that  time. 

Senator  Yodng.  Can  I  ask  a  question  at  this  point?  Mr.  Scott,  do 
you  not  find  there  are  more  businessmen,  bankers,  and  nonfarmers  in- 
terested in  farm  programs  now  than  ever  before  ? 

Mr.  Scott,  I  think  this  is  true,  Senator.  I  think  we  are  gradually 
making  some  programs  in  getting  folks  to  understand  the  need  of 
farm  programs. 

Senator  Young.  This  is  certainly  true  of  my  area.  They  take  a  much 
deeper  interest  and  concern. 

Mr.  Fredebick.  If  I  might,  I  would  like  to  add  to  that  point,  Sen- 
ator; we  have  communications  from  the  Independent  Bankers  Asso- 
dation  of  America  and  they  have  expressed  interest  in  becoming  a 
member  of  the  coaHtion  if  they  can  join  and  if  they  cannot  because 
they  are  not  actually  a  farm  organization,  their  agricultural  commit- 
tee would  like  to  meet  with  the  coalition  as  they  certainly  are  in  sup- 
port of  the  coalition's  position  on  farm  legislation. 

The  CHAiitMAN.  I  hope  they  get  in  touch  with  the  House  members. 

Mr.  Fredertck,  We  will  see  that  they  do,  sir. 

Mr.  Scott.  At  the  102d  annual  session  of  the  Grange,  held  in  Peoria, 
HI.,  in  November  1968,  this  policy  once  more  was  reafhrmed  by  the 
committee  on  co-op  activities  and  adopted  by  the  delegate  body.  The 
resolution  states  in  part :  "What  farmers  most  need  at  the  present  time 
is  a  better  understanding  of  such  economic  and  political  questions  as 
relate  to  the  material  interests  and  a  disposition  to  unite  with  others 
of  the  same  class  to  put  this  knowledge  into  practical  use.  It  is  ap- 
parently an  easy  matter  for  farmers  to  theorize  upon  these  questions 
and  even  to  arrive  at  a  definite  conclusion,  but  in  times  past  it  has 
been  about  as  difficult  to  unite  their  forces  and  apply  the  knowledge 

f  lined  as  it  used  to  be  for  a  camel  to  pass  through  the  eye  of  a  needle." 
Ithough  this  was  written  in  1889,  it  still  is  applicable  to  conditions 
that  exist  in  today's  agriculture. 
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This  charge  from  the  Grange  delegate  body  and  the  call  from 
Congress  and  the  administration  for  unity  and  a  consensus  farm 
program  for  agriculture,  prompted  us  to  call  the  early  meeting  of 
the  farm  organizations  last  February.  From  this  fii-st  meeting  nas 
rown  the  strong,  united  front  of  ajrricuhnral  organizations  called 
._ie  Farm  Coalition  and  «e  wish  to  thank  Senator  McGovern  and 
the  12  Senators  for  introduring  legislation,  embracing  the  coalition's 
position  on  extension  of  the  Food  and  Agriciiituie  Act  of  1965. 

Tlie  National  Grange,  at  its  103d  annual  session,  in  Daytona  Beach, 
Fla..  in  November  l!t69,  reaffinne<l  its  strong  supimrt  for  the  con- 
tinued effort  to  bring  agricultural  organizations  closer  txigether  in 
seeking  essential  farm  legislation. 

Tlie  delegate  l>ody  of  the  l()3d  annual  session  of  the  National  Grange 
adopted  the  following  policy  on  farm  programs: 

FABM  POUOT 

The  productivity  of  American  agriculture  Is  the  anvy  ot  people  around  the 
world.  The  tflpid  adoption  of  technol<wy  and  sn  efficient,  well-organised  and 
manageil  system  of  production  prdvide  conKumers  with  a  variet.v  of  pntdncts 
tliat  reqnlreH  the  smallest  proportion  of  disposable  income  of  any  nation.  We 
liellere  that  American  farmers  have  the  capability  of  meeting  the  need§  ot 
the  growing  population  In  this  cnuntry  and  helpinK  to  feed  the  growing  world 
population.  This  can  become  a  reality  only  if  the  farmer  receives  the  cost  of 
production  plu.s  a  reasonable  return  on  his  labor,  management,  and  InTestment 

All  efforts  Hboutd  be  continued  to  Bcek  new  cost-reducing  methods.  It  mnat 
he  recognized,  however,  that  co.st  reduction  alone  does  not  guarantee  an  adequate 
level  of  income.  Most  gains  from  this  source  have.  In  fact,  accrued  to  American 
confiumers.  Greater  efflpiencles  that  lead  to  lower  costs  of  production  cannot 
be  espectcd  to  solve  the  income  problems  of  agriculture.  There  must  he  a 
continuation  of  farm  prOKramn  to  ease  adjustments  In  this  sector  and  to 
stabilize  and  improve  farm  prices  and  income. 

The  year  1!>GU  marks  the  close  of  the  decade  of  the  sixties  and  the  beginning 
of  the  1070's.  This  year  of  transition  also  marks  the  end  of  the  Pood  and 
Agriculture  Act,  due  to  expire  after  being  extended  for  1  year. 

Tills  act  provides  price  supports  at  near  world  market  levels,  greatly  improv- 
ing our  comi>etltive  position  In  export  markets.  It  provides  payments  to  finance 
acreage  and  production  adjustments  as  necessary.  The  absence  of  similar  (arm 
leRisIatlon  In  the  IDTO's  could  result  in  an  unstable  (arm  economy  that  wonld 
create  chaos  for  farm  families,  rural  communities,  and  the  consnmtng  public 

Senator  Curtis.  May  I  ask  some  questions  right  there?  Is  it  your 
feeling  that  the  export  of  farm  commodities  have  increased  since 
the  ISMJ.'i  act? 

Mr.  FREnERicK.  Yes,  they  have.  We  have  a  similar  increase  from 
lOfi.'j  up  until  IDGfi,  1967,  1968  until  the  Green  revolution  took  place 
and  we  have  got  production  coming  in  from  India  and  Pakistan  and 
other  areas  that  we  have  sent  our  agricultural  knowledge  to.  We  have 
not  only  exported  our  products  but  our  expertise  and  efficiencies.  Then 
we  ran  into  a  decrease  of  exports. 

Senator  Cttrtis.  I  am  not  trying  to  blame  the  1965  act.  but  actually 
in  1966,  1967,  and  1968  our  exports  have  not  increased.  Have  they 
not  grtne  down  ? 

Senator  Mii-uji.  And  1960,  too.  W©  got  the  figures  yesterday. 

Senator  Curtis.  And  yesterday  witnes.ses  for  the  coalition  reported 
in  reference  to  wheat  tluit  the  blend  price,  that  is  the  market  price  plus 
the  certificate,  the  divereion— in  1966  it  was  $2.22.  In  1967  it  was  ?1.87. 
In  1968  it  was  $1.79.  That  is  the  total  blend  price  including  the  cer- 
tificate and  all  the  payments. 
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Do  you  have  any  explanation  as  to  why  that  happened  ^  In  the  mean- 
time, there  was  no  change  in  the  law.  Congress  did  not  amend  the  law 
to  change  those  formulas  but  the  overall  Elend  price  went  from  $2.22 
in  1966,  $1.87  in  1967,  $1.79  in  1968. 
That  may  be  in  error  but  the  Farmers  Union  recited  that  yesterday, 
Mr.  Scott,  Senator,  I  think  that  we  can  give  credit  to  our  export 
problem,  especially  in  wheat,  to  the  fact  that  Bob  did  refer  to,  that 
there  has  been  tremendous  advance  in  production  of  wheat  in  other 
tutions  which  were  previously  importmg  nations.  Add  to  that  the 
worldwide  weather  situation  which  permitted  an  increased  production 
around  the  world,  from  our  other  exporting  nations  as  well  as  these 
formerly  deficient  nations,  I  think  that  has  created  this  great  prob- 
lem in  wheat. 
Senator  Cdrtis.  Do  you  not  expect  that  to  go  on  ? 
Mr,  SooTT,  I  think  we  can  expect  it  to  go  on  to  some  degree.  We  can- 
not always  expect  to  have  the  ideal  worldwide  weather  situation  that 
lead  to  the  big  wheat  crops. 
Senator  Cubtib.  That  is  true. 

Mr.  Scott.  But  we  can  expect,  I  think,  technol(^T  to  continue  to 
improve  in  our  underdeveio^d  countries  that  have  been  improving. 
I  do  not  know  whether  Mr.  Denslow  would  have  anything  to  add  to 
that  or  not,  or  Bob, 

Mr.  Frederick,  No.  Back  on  page  16, 1  am  sorry  I  did  not  bring  with 
me  the  export  figures  but  I  would  like  to  supply  them  for  the  record 
ftom  the  U.S.  Department  of  Agriculture,  going  back  to  1965,  and 
showing  the  figures  from  the  Department  on  foreign  export  of  agri- 
cultural products.  On  page  16  we  state:  "Present  wheat  disappear- 
Mice  by  exports,  for  cash,  has  increased  from  1967  to  1968  by  10  mil- 
lion bushels.  The  big  decrease  has  been  in  the  area  of  exports  untler 
Government  programs." 

Senator  Curtis.  Increased  in  those  years  1966-68, 1967  and  1968  or 
from  what? 

Mr.  Frederick.  Has  increased  from  1967  to  1968  by  10  million 
bushels.  "The  big  decrease  has  been  in  the  area  of  exports  under  Gov- 
ernment programs,  which  have  decreased  during  the  some  period  189,1 
million  bushels,  from  471.2  million  bushels  in  1967  to  242.1  busliels 
in  1968." 

The  cash  sales  have  increased  but  we  have  had  a  decrease  of  ex- 
ports of  wheat  through  Public  Law  480  programs. 

Senator  Curtis.  My  question  about  what  explanation  you  have  for 
the  drop  in  price  under  the  1965  act  in  1966  and  1967  and  1968  was 
not  confined  to  the  export  situation.  I  wondered  if  there  were  any  other 
explanation  for  it. 

Senator  Young.  If  you  would  yield.  Senator,  it  was  mostly  a  surplus 
situation  that  created  the  lower  wheat  price.  We  had  a  fairly  low 
carryover  3  yeai-s  ago  and  now  we  expect  a  carryover  of  almost  900 
million  bushels  by  July  1.  The  cash  price  did  drop.  Last  year  the 
average  cash  price  was  $1.28.  It  so  happens  in  our  area  we  have  high 
protein  wheat  and  the  average  cash  price  in  North  Dakota,  is  $1.4(1  to 
$1.60. 
Mr.  Frederick.  What  were  those  years  again  quoted  yesterday  ? 
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Senator  Curtib.  The  Farmers  Union  said  the  hl&id  price  in  186& 
was  $2.22,  in  1967,  $1.87,  and  in  1968,  $1.79. 

Mr.  Frederick.  Does  not  that  correspond  to  the  same  time  we  had 
the  two  increases  in  wheat  acrea^  ? 

Senator  Young.  Yes, 

Senator  Curtis.  No;  they  came  in  1966. 

The  Chairman.  No,  no ;  as  I  pointed  out  yesterday,  I  think  Secre- 
tary- Freeman  made  an  error  in  nis  calculations  particularly  wit^  re- 
spect to  production  in  Eussia.  There  was  supp<^ed  to  be  a  shortage 
but  about  3  or  4  montl^  after  he  increased  the  acreage 

Mr.  Frederick.  Twice. 

The  Chairman.  Yes;  twice.  He  found  out  that  there  was  an  error 
as  to  world  production  and  that  is  what  caused  all  of  our  trouble. 

Senator  Miller.  Mr.  Chairman,  I  would  like  to  ask  Mr.  Scott  on 
page  5 — tie  middle  of  the  page — he  says :  "There  must  be  a  oontioa- 
ation  of  farm  programs  to  ease  adjustments." 

What  kind  of  aaiustments  were  you  referring  to? 

Mr.  Scott.  Well,  adjustments  lor  the  increased  technology  that  is 
coming  to  the  farm,  increased  technology  that  is  coming  in  other  sec- 
tions of  the  world,  and  the  change  in  the  agricultural  picture — ^pro- 
duction picture — itself. 

Senator  Miller.  Are  you  referring  to  farm  population,  too,  can- 
solidation  of  farms,  reduction  in  numlwr  of  farms  t 

Mr.  Scoi7.  I  think  this  all  has  a  bearing  on  it. 

Senator  Miller.  Now,  let  me  ask  you  a  further  question.  Senator 
Burdick,  I  think,  pointed  out  just  a  few  minutes  ago,  and  I  think  yoo 
were  here  when  he  did  it,  that  had  it  not  been  for  the  farm  pn^rama, 
North  Dakota  farmers  on  an  average  would  have  gone  broke  because 
the  farm  payments  constituted  about  110  percent  of  the  net  inoiHne 
of  North  Dakota  farmers. 

There  are  some  figures  that  have  been  cited  here  that  farm  pro- 
gram payments  comprised  upward  of  20  percent  of  the  farmers  gross 
income.  Do  you  think  this  is  a  healthy  situation  for  the  farmers ! 

Mr.  Scott,  Well,  in  my  opinion,  Senator,  it  is  a  lot  more  heidthier 
than  turning  production  loose. 

Senator  Miller.  I  understand.  Nobody  I  know  of  around  this  com- 
mittee is  talking  about  doing  away  with  farm  programs  and  I  wish 
we  would  get  off  that  track  because  it  is  a  strawman  some  people  throw 
up  and  quite  obviously  it  is  going  to  be  shot  down. 

My  question  is  in  devising  £irm  programs,  do  you  think  that  we 
ought  to  look  forward  to  this  as  a  continuous  situation  where  farm 
program  payments  are  going  to  represent  20  percent  of  the  farmer's 
income  and  110  percent  of  the  North  Dakota  farmer's  net  inc<Hnel 
Do  you  think  that  is  a  healthy  situation  for  the  farmers. 

Senator  Younq.  That  figure  on  North  Datoka  is  grossly  misrep- 
resented. 

Senator  Milleb.  I  am  just  using  what  Senator  Burdick  had  to  say. 

Senator  Young.  He  says  110  percent  of  the  net  income.  What  is 
net  income? 

Senator  Miller.  I  do  not  know.  I  rust  got  that.  That  is  what  he 
stated.  I  do  not  want  to  have  the  two  North  Dakota  Senators  get  into 
an  argument  over  it  but  really  the  thrust  of  my  comment  is  whether 
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or  not  farm  piograms  should  be  devised  which  ore  going  to  per- 
petuate this  reliance  on  the  Federal  Government  for  20  percent 
of  the  farmer's  income.  Do  you  think  that  is  a  healthy  thing  for 
agriculture! 

Mr.  Scott.  Of  course,  it  cannot  be  considered  to  be  the  healthiest 
but  there  are  a  lot  of  situations  involved  in  which 

Senator  Mnj.Eit.  What  would  be  a  healthier  thing  we  could  dof 

Mr.  Scott.  The  farmers  cannot  be  expected  to  provide  the  food 
hdp  that  is  needed  for  Americans  or  the  food  help  that  is  needed  for 
other  folks  around  the  world,  at  a  price  lower  than  the  cost  of  pro- 
duction. This  kind  of  help  has  traditionally  been  incorporated  in  a 
farm  jprogram  and  it  makes  Uie  farm  ^ogram  look  a  lot  more  costly 
than  it  really  is  for  farmers.  I  think  Bob  might  have  something  to 
say. 

Mr.  Frederick.  There  are  two  ways  an  agricultural  producer  can 
get  his  price,  one,  through  the  market,  the  other  through  Govenment 


Mr.  Fbeoeeick,  Or  a  blend  and  the  Food  and  Agriculture  Act  of 
1965,  we  think,  does  put  together  as  much  as  possible  a  correct  blend 
of  public  funds  and  private  funds  and  this  is  brought  out  later  in 
our  statement.  Any  time  we  reduce  the  amount  of  payments  coming 
from  the  public  sector  or  the  Treasury  or  the  Government,  if  w©  are 
going  to  maintain  farm  income  at  the  present  level  then  that  portion 
we  reduce  from  Government  payment  is  going  to  have  to  come  from 
the  consumer  and  the  marketplace.  Every  time  farm  prices  get  high, 
newapaper  articles,  editorials,  boycotts  take  place  against  agriculture 
and  the  high  prices  of  agricultural  products. 

Senator  Miller.  People  still  have  to  eat. 

Mr.  Frederick.  I  agree. 

Senator  Miller.  And  I  think  we  are  observing  something  like  this 
in  the  area  of  medical  services  and  hospital  services  and  there  are  all 
kinds  of  newspaper  articles  being  written  about  it  but  still  tliey  are 
being  paid.  And  what  I  am  wondering  is  whether  we  are  going  to  per- 
petuate this  situation  where  there  will  be  this  amount  of  reliance  on  the 
Federal  Government  or  whether  we  can  look  forward  to  gearing 
these  programs  into  the  day  when  the  farmer  will  no  longer  really  to 
dependent  upon  the  Federal  Government  except  possibly  as  a  sort  of 
a  security  for  minimal  amounts  of  income  in  the  case  of  serious  or 
adverse  conditions  so  that  the  consumer  will  be  paying  the  fair  cost 
of  this  thing  through  the  marketplace  rather  than  through  the  tax 

Mr.  Frederick.  We  would  agree. 

Senator  AliLLER  (continuing).  Programs. 

Mr.  Frederick.  We  agree,  Senator,  It  has  been  long  Grange  pol- 
icy, that  the  farmer  should  get  the  greatest  portion  of  ns  income  from 
the  marketplace.  We  desire  to  devise  a  method  where  the  farmer  can 
pass  on  his  cost  of  production  to  consumer,  we  will  be  the  first  to 
agree  and  fall  in  line  with  this  type  of  program,  although  we  do  not 
think  we  have  reached  it  yet,  and  the  point  of  medical  costs,  just  the 
day  before  yesterday,  in  addition  to  bills  already  introduced  to  make 
national  insurance  policies  available,  the  AFL-CIO,  stated  that  it 
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would  pusli  for  such  progrftms.  If  this  is  a  nati<H)al  ^li<^  for  health 
and  for  people's  health  why  cannot  we  have  a  national  policy  for 
agriculture? 

Senator  Miller.  But  I  do  not  need  to  tell  you  that  the  mere  introduc- 
tion of  a  bill  is  a  long,  long  way  from  national  policy  and  I  would 
not  ^t  too  excited  about  that  bill  at  this  stage  of  the  game  if  I  were 
you.  Jiut  if  this  is  a  long-range  objective  of  the  tJ range  and  recognizing 
that  we  cannot  achieve  that  long-range  objective  overnight,  what  is 
there  in  this  bill  that  gives  us  some  encouragement  that  we  are  moving 
in  that  direction  or  are  we  just  staying  where  we  ai-e  now! 

Mr.  Scott.  Senator  Miller,  it  seems  to  me  that  the  situation  is  this, 
that  we  are  continually  being  told  about  the  great  demand  there  is 
going  to  be  for  food  in  the  next  decade  or  next  20  years  and  this 
program  is  a  protriam  which  is  in  our  opinion,  designed  to  keep  Amer- 
ica a  Nation  of  family  farmers,  and  if  we  can  keep  the  families  out 
in  the  rural  communities,  we  will  not  only  alleviate  many  of  the 

Eroblems  that  have  been  talked  about  heretofore  yesterday  and  today 
ut  we  will  also  be  prepared  in  this  type  of  program  to  meet  the 
challenge  of  the  food  needs  of  the  futui-e.  And  when  this  comes  about, 
and  the  great  need  for  food  does  exist  and  increases,  there  will  be 
more  and  more  opportunity,  I  think,  to  return  to  the  marketplace 
for  our  price.  As  long  as  we  continue  to  make  this  a  Nation  of  pro- 
grams for  all  other  people  and  industries  we  can  never  say  agriculture 
^ould  go  to  the  marketplace  for  its  complete  support,  if  the  (jovem- 
ment  continues  to  make  the  tremendous  subsidies  in  other  areas  that 
were  mentioned  in  some  of  the  testimony  yesterday — shipbuilding, 
airlines — and  I  was  going  to  remark  to  your  reference  to  medicine 
there,  we  do  not  need  to  lobby  for  the  doctors.  They  can  lobby  for 
themselves  in  good  shape. 

But  if  it  were  not  for  the  programs  which  I  think  the  Congress 
has  enacted  rightfully  so  and  justly,  our  medicare  programs,  utwe 
would  be  much  greater  hue  and  cry  as  to  the  cost  of  medical  and  hos- 
pital expenses  than  there  is  today. 

Senator  Miller.  Well,  what  I  have  in  mind  is  this.  There  is  notiiiiig 
in  this  proposed  bill  which  indicates  that  there  might  be  a  phasing 
down  of  the  Government  costs  as  the  market  improves.  Now,  if  there 
were  something  like  that  in  the  legislation,  then  I  would  feel  more 
comfortable  about  it  because  then  you  could  say  to  the  farmers,  as 
the  market  improves,  the  cost  to  the  taxpayers  will  go  down.  They 
will  make  it  up  in  consumer  costs  but  your  reliance  on  the  market 
will  increase  as  your  reliance  on  the  Government  decreases  and  they 
will  be  phased  together.  It  is  not  a  case  of  where  you  are  going  to  relv 
less  on  the  Government  and  take  your  chances  on  the  market  because 
those  chances  can  be  pretty — if  tney  do  not  turn  out  right — can  be 
pretty  disastrous.  But  there  is  nothing  that  I  can  see  in  this  bill  that 
indicates  any  more  than  a  sort  of  a  perpetuation  of  the  present  situa- 
tion and  that  is  one  thing  that  bothers  me  very  much  about  it. 

The  Chairman.  Well,  Senator  Miller,  I  well  recall  when  they  held 
hearings  that  formed  the  basis  of  the  1!)65  act  and  the  philosophy  of 
that  bill  was  to  give  the  Secretary  of  Agriculture  flexibility  in  pro- 
viding the  acreage  necessary  to  produce  the  food  and  fiber  that  coold 
be  disposed  of  domestically  and  for  export  And  I  felt  that  when  we 
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started  this  program  out,  and  to  oontinue  it  for  4  years,  that  at  the 
end  of  4  years  we  might  get  to  a  point  where  the  farmer  would  get 
his  prices  or  his  payment  at  the  marketplace. 

Senator  Millbb.  Yes. 

The  Chairman,  But  as  the  witness  has  juat  said,  things  have 
changed  in  other  parts  of  the  world.  For  instance,  I  was  in  India  2 
years  ago  and  there — so  was  the  Senator,  Senator  Miller.  You  were 
there  to  find  out  for  yourself  that  the  production  of  rice  as  well 
as  wheat  in  India  had  increased  considerably.  Nobody  expected  Russia 
to  produce  enough  wheat  to  export,  but  yet  it  did.  And  we  felt  at 
the  time  we  draned  this  bill  that  the  situation  that  then  existed  in 
the  foreign- markets  would  continue.  But  it  has  not.  And  I  still  be- 
lieve that  the  philosophjy^  back  of  this  bill  gives  tlie  Secretary  of 
Agriculture  enough  flexibility  to  produce  the  food  and  fiber  needed 
not  only  for  our  ownselves  but  for  the  various  folks  and  if  the  markets 
abroad  keep  on  dwindling,  we  can  expect  to  have  to  produce  less  food. 
It  is  that  simple. 

Senator  Miller.  I  well  know  the  Senator  expressed  that  hope  at 
the  time  this  legislation  was  being  considered  and  I  recognize  that 
there  are  these  changes  and  Mr.  Scott  has  already  referred  to  the  need 
for  continuation  of  farm  programs  to  meet  adjustments  like  this. 
My  point  is  that  there  ought  to  be  some  kind  of  a  security  arrange- 
ment through  the  Federal  Grovemment  to  enable  the  fanners  to  roll 
with  the  punch  of  these  adjustments,  but  that  there  ought  to  be  also 
some  meciianism  under  which,  as  market  conditions  improve,  the  re- 
liance on  those  markets  will  be  greater  and  the  reliance  on  Govern- 
ment programs  or  Government  payments  will  be  less.  And  there  is 
nothing  that  I  can  see  in  this  act  that  provides  that  kind  of  a  mechan- 
ism or  discretion  to  the  Secretary  of  Agriculture. 

The  CHAraMAN.  Well,  I  can  assure  you  as  chairman  of  this  commit- 
tee I  will  be  glad  to  hear  from  you  when  we  write  the  bill  up  as  to  how 
to  do  that. 

Senator  Miller.  I  am  hoping  we  will  get  that  kind  of  a  suggestion 
from  the  Secretary  when  he  comes  over  here. 

The  CMAiftMAN.  Otf  the  record, 

( Discussion  off  the  reconi , ) 

The  Chairman.  We  will  stand  in  recess  until  2  o'clock. 

Senator  Young.  Could  I  just  say  something  first?  I  just  wanted  to 
commend  Mr.  Scott  for  his  excellent  statement.  I  do  not  believe  the 
people  of  the  Congress  or  the  people  of  this  Nation  realize  what  a 
chaotic  situation  we  would  have  on  our  hands  if  this  program  is  not 
continued.  No  one  realizes  this  better  than  bankers  and  businessmen. 
There  would  be  no  way  to  get  a  decent  price  and  keep  farmers  from 
going  broke. 

Every  nation  in  the  world  I  know  of  has  highly  subsidized  agri- 
culture. Canada  is  a  good  example.  They  even  subsidize  their  freight 
rates.  Their  freight  rates  for  farm  commodities  are  only  40  percent 
of  rat£S  here  in  the  United  States. 

The  European  countries  are  subsidized.  They  have  farm  programs 
in  every  country  in  the  world  and  the  time  is  not  going  to  come  to- 
morrow or  next  year  when  we  can  get  along  without  anything  at  all. 

I  feel  very  strongly  about  this.  !&ing  a  feirmer  myself  and  having 
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three  sons  fanning.  My  whole  life  has  been  in  the  farming  business. 
I  think  I  know  something  about  it.  I  know  somethingabout  the  revo- 
lution that  occurred  back  in  the  depression  years.  They  started  in 
Iowa.  We  know  they  came  from  Iowa  and  they  upset  more  milk 
trucks  in  Iowa  than  they  did  in  North  Dakota.  We  could  have  that 
same  situation  again  if  we  were  to  try  going  witiiout  any  programs 
at  all. 

I  foel  strongly  about  it. 

Senator  Mili.,£B.  I  just  want  to  make  this  clear,  that  Senator  Yomig 
has  been  on  this  committee  a  lot  longer  than  I  have,  but  in  my  years 
on  this  committee  I  have  not  run  into  anybody  on  the  committee  who 
has  been  talking  about  doing  away  with  farm  programs,  and,  quite 
frankly,  I  have  not  run  into  any  one  of  our  colleagues  in  the  Sfoiate 
itself  wlio  has  been  for  doing  away  with  farm  programs. 

Senator  Yottno.  We  have  one  bill  pending  here  now  that  would 
phnse  tliem  out.  Tliat  scares  the  socks  on  me. 

Senator  Millek.  I  do  not  know  whether  that  would  phase  all  farm 
programs  out,  but  the  point  the  Senator  has  made  about  the  disaster 
that  could  occur,  the  social  consequences  if  we  do  not  have  farm  pro- 
grams. I  thiiik  is  well  taken  and  I  think  it  is  generally  recognized 
by  our  colleagues  in  the  Senate,  'What  we  are  up  to  here  is  as  to  how 
to  devise  the  best  farm  program  we  can. 

The  CiiAiRMAX.  We  will  need  a  Solomon. 

Tlie  committee  will  stand  in  recess  until  2  o'clock. 

(\\niereuix>n,  at  12:20  p.m.,  the  hearing  was  recessed,  to  reconvene 
Ht  2  p.m.,  this  dny.) 

AFTERNOON   SESSION 

The  CiiAiRsiAN.  The  committee  will  please  come  to  order. 

Mr.  Scott,  you  maj-  proceed,  sir, 

Mr.  Scott.  Mr.  Frederick  lias  the  answer  to  Senator  Curtis'  ques- 
tion in  regard  to  the  deesealation  of  the  price  that  he  could  put  mto 
the  record. 

The  Chairman-.  All  right. 

Mr.  FRKnKRtrK.  Senator  Curtis,  iu  response  to  your  question  this 
inomiiij:  wliich  \v^  did  not  adequately  respond  to.  that  is  why  for  3 
years,  we  hail  a  falling  price  in  the  whe,iJ,  I  think  this  was  brought  on 
primarily  l>ocauf!e  during  that  time  we  had  an  increase  in  production, 
incii>ji,>)('.  in  yiolil.  mid  all  th^  wheat  that  was  produced  over  and  above 
what  was  oovewd  by  the  domertic  cerlilicate.  which  the  farmer  received 
l(Xt  ]M>ivent  of  parity.  wa.s  pla(>od  in  world  market  in  competition,  at 
ooiii]-H>t  itivf  prit'^.'i.  So  this  would  cause  the  decreasing  of  the  the  blend 
price  and  that  is  what  thev  ivferrcd  to.  IwK'ause  it  was  not  covered  by 
domestic  i*Ttitioa1e«  and  it  w.-is  sold  overseas  at  increasingly  lower 
prii"cs  due  to  the  eoiniwtitive  market  situation  we  were  in.  This  caused 
a  dtviiea^^  in  the  Moini  [iriix^. 

How  ourpropi"'m  will  coiTect  this  is  we  are  asking  for  export- certifi- 
cMe  on  40  ]>eivent  <if  our  prnjected.  anticipated  yield.  That  will  rive 
us  a  payment  for  an  export  of  wheat  wliicli  will  reverse  this  trend  in 
wheat  price  and  give  IIS  a  Mend  price  of  a  higher  figure. 

The  Chairman.  While  yon  are  talking  al>out  costs,  do  vou  agree  with 
(he  statement  that  this  hill,  if  enacted  as  proposed,  would  increase  the 
cost  to  the  (Ti>wrnmeiit  at  l>e(  wven  S-'tiW  and  $600  million ! 
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Mr.  Frederick.  Yes,  ear,  and  I  have  for  the  record — I  will  submit  for 
the  record — a  summary  of  tJie  coalition  analysis,  section  by  section, 
which  I  would  like  to  enter  into  the  record.  Also  I  would  like  to  point 
out  that  the  effect  of  net  farm  income  is  expected  to  be  increased  from 
$1.3  to  $1.4  billion.  Net  farm  income. 

The  Chairman.  All  right. 

You  may  proceed,  Mr.  Scott.  This  will  be  placed  in  the  record  at  this 
point. 

(The  document  referred  to  f  oUows :) 

SUMUABT  OF   COALTTIOH    Fabm   Buj. 

(Backed  by  22  organlzatloiu— list  attacbed) 

COUMENI   ON    IKCOUB   VEB8U8   COSTS 

Effect  on  net  farm  Income  ie  expected  to  be  an  increase  of  31.3  to  $1.4  bllllon 
dollars.  Bat  tbe  cost  of  Improvanenta  is  expected  to  be  only  f  660  million.  <  8am 
of  tbe  costs  indicated  in  the  atrave  summary). 

The  Administration's  budget  auUclpBted  a  $600  to  9700  million  cut  next  year 
over  1969  farm  proffram  costs.  This  redoctlon  is  anticipated  because  of  savings 
resDltlng  from  tbe  readjustment  In  tbe  national  wbeat  allotment  and  from 
ssTlnga  In  the  soybean  program  resulting  from  lower  inrlce  support  loan  and 
strong  market  demand. 

Thus  income  tmprovement»  in  the  httl  could  take  place  Kith  no  tnoreaie  on 
the  1969  farm  program  trndget. 

<No  additional  costs) 
Extends  Class  I  Base  Plan  witb  clarifying  amendments  of  Lloyd  Meads  and 

Provides  aattaority  for  self-flnandng  of  advertising,  research  and  promotion 
programs. 

Changes  procedure  for  support  of  manufacturing— support  would  be  based  on 
all  c<Hnponents  of  milk  instead  of  butterfat. 

TITLE   n— WOOL 

<No  additional  costs) 
Extends  Wool  program. 

TITLE    m—FEED    ORAinS 

(Total  additional  cost— «350  million) 

Increased  price  support  loan  from  $1.00  to  51.15  per  bushel. 

Increases  direet  payment  from  J.30  per  bushel  to  $.40  per  bushel. 

Limits  amount  "projected  yield"  can  tie  adjusted  as  result  of  natural  disaster. 

TITLE    IV COTTON 

(No  additional  costs) 
Extend  Cotton  program. 

TITLE    y WHEAT 

(Total  additional  cost— $2e-$3S  millioin) 

Provides  authority  for  export  certificate  l>etween  90  and  85  percent  of  parity 
(Cost  is  calculated  on  65  percent  of  parity  return  or  $.55  per  bushel  by  600 
million  bushels). 

Limits  amount  "projected  yield"  can  be  adjusted  as  result  of  natural  disaster. 

Provided  that  one-half  of  wbeat  certificate  value  can  be  paid  at  time  of 
sign  up. 
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to  a  wheat  grav^ei  In  the  Dakotas,  et  cetera.  Is  tbls  the  fault  of  tbe  present 
conunodltj-bj-cominodity  approach  to  BolvlnK  farm  probleme?  We  think  not. 

It  was  the  provisions  of  the  1965  act  that  rescued  American  agrlcnlture  from  a 
sea  of  surpluses  that  threatened  the  livelihood  of  ererr  American.  It  not  only 
reduced  the  high  tide  of  mounting  stocks  In  Government  hands  of  food  and  fiber, 
it  reduced  the  cost  of  the  abundant  supply  of  high  quality  food  to  the  American 
housewife,  to  the  lowest  percentage  of  exi)endable  Income  In  the  history  of  the 
world  (estimatea  to  be  16.4  percent  In  the  last  qnarter  of  1969),  white  at  the 
same  time  Increasing  net  farm  income  to  SIS  billion,  an  increase  of  28  percent 
elncel960. 

Senator  Odbtis,  That  $15  billion  is  for  what  year? 

Mr,  Frederick.  1968,  Senator. 

Senator  Curtis.  "V\T[iat  will  it  be  for  1969  ? 

Mr.  Frederick.  Right  around  $16  billion.  The  projection  for  some- 
where near,  a  little  under  perhaps  $16  biUion  for  1970,  at  the  last  Agri- 
cultural outlook  conference. 

Mr.  Scott.  The  record  of  accomplishments  of  the  act  of  1965  is 
encouraging;  however,  the  American  farmer  has  not  shared  in  the 
rapid  advance  of  economic  growth  of  his  comiterpart  in  other  se^ents 
of  the  society.  Nor  has  he  oeen  adequately  compensated  for  his  con- 
tribution to  efficient  production,  whereby  lie  produces  for  himself  and 
45  others,  while  at  tlie  same  time  produces  one  out  of  every  4  acres 
for  export,  which  produces  17  percent  of  the  world  trade  in  agricul- 
tural products,  thus  making  the  greatest  single  contribution  to  tha 
United  States'  favorable  balance  of  trade. 

Sleanwhile,  during  the  past  two  decades  the  hourly  earnings  or  manafacturing 
workers  have  increased  by  127  percent  and  corporate  dividends  are  up  2S1  per- 
cent. During  this  same  period  of  time  farm  prices  have  dropped  9  percent  The 
estimnted  net  income  of  agriculture  for  1968  is  $14.9  billion,  compared  to  ^S.S 
billion  in  194&  National  income  reached  $713  billion  In  1968,  compered  to  $2M 
billion  In  I!>i8.  Tlius,  while  the  national  Income  shows  an  increase  of  218  percent 
form  Income  Is  down  approximately  8  percent. 

One  other  factor  has  had  an  Important  influence  upon  the  public  dissatisfaction 
with  domestic  farm  programs.  This  can  be  best  descrltted  as  a  blessing'  of  the  good 
tilings  from  Mother  Nature,  plus  the  American  farmer's  anselflsh  sharing  of  his 
techniques  of  tiiiirlfm  agrlcnlturol  production  that  has  made  exiiorters  of  many 
of  the  lesaer  developed  countries,  as  well  as  an  overproduction  of  farm  producU 
in  our  friendly  neielibors  of  Canada  and  Australia. 

These  factors  bave  led  to  an  ovenibundance  of  some  agricultural  commodltle') 
that  are  causing  concern  In  world  trade ;  however,  the  experience  of  our  domestic 
farm  programs  in  curtailing  our  own  production  is  leading  to  the  adoption  in  our 
rival  countri(>s  of  production  controls.  It  is  highly  nnlikely  that  such  Interna- 
tional devi'l'ipmcnts  would  have  lieen  initiated  had  It  not  been  for  the  act  of  1965. 

We  would  ciiipliasiKi"  that  the  decreauc  in  net  farm  Income  from  1965-6S 
was  due  to  fiictors  unrelated  to  the  Agriculture  Act  of  1965.  Inflation  has 
caused  hif-her  costs  of  iigricnltural  inputs,  wlilcli  has  resulted  in  a  cost-price 
squeeze  totally  unre1ate<1  to  farm  programs- 

Tlie  National  Grange  believes  continuation  of  the  basic  provisions  of  the 
Food  and  Agriculture  Act  of  Ififfi  ia  the  flrst  step  In  securing  effective  domestic 
farm  progrnniK  for  tlie  seventies.  IVo  must  not  lie  forced  to  return  again  and 
again  to  pass  legislation  already  ai)proved  by  Congress.  Our  main  purpose  Is 
to  improve  the  basic  act.  itnprorem<'nta  that  cannot  wait  liecause  improvement 
In  farm  hu'onie  cannot  wait ;  therefore,  we  are  proposing  them  this  year. 

Jfr.  fhainiiiin,  thp  next  two  papes  are  sort  of  an  outline  of  the 

Erovisions  nf  iho  bill  which  liiive  been  fTf»ne  ovpr  in  cominittee  and 
w^  no  reason  to  icpput  tlteni  again.  Wilh  your  perniissiun,  we  will 
just  skip  to  tlic  lK)tf,oni  of  page  11, 
Senator  Cttitis,  Could  I  ask  one  question  here? 
The  CiiAtRMAN.  Certainly. 
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This,  tlien,  represents  the  National  Grange's  official  position  on  farm 
le^slntton,  as  it  was  overwhehningly  endorsed  by  the  delegate  body 
at  its  10;M  annual  session  in  November  19C8. 

I  fully  i-ealize  that  it  does  not  recommend  nor  does  it  condemn  the 
set -aside  farm  program,  as  set  foi-th  in  the  draft  legislation  submitted 
by  the  USDA  on  Febniary  3,  1970,  to  the  House  (5>mmittee  on  Agri- 
culture. But  such  a  strong  position  in  favor  of  the  continuation  of  the 
Food  iind  Agriculture  Act  of  1965,  as  amended  by  the  coalition's  posi- 
tion, can  onlv  be  interpreted  as  a  complete  rejection  of  the  s^-aside 
pi^oposal  by  tlie  membership  of  the  National  Grange. 

The  Aericulture  Committee  of  the  National  Grange  did  con^der 
what  little  information  there  was  a\-ailable  at  the  time  of  our  Novem- 
ber 1969  meeting  concerning  the  set-aside  proposals,  before  recom- 
mending to  the  delegate  Ixjoy  that  the  Grange  support  the  coalition 
farm  bifi. 

In  light  of  the  limited  information  available  to  us,  it  was  rather 
difficult,  if  not  impossible,  to  pass  judgment  on  farm  program  oto- 
posals  that  had  not  been  sufficiently  and  clearly  explained  by  the  De- 
partment and  which  had  not  reached  a  stage  of  development  where  one 
could  judge  the  overall  effect  of  such  proposals  on  net  farm  income. 

In  general,  the  reasons  for  rejecting  the  "set-aside,"  other  than  lack 
of  sufficient  information,  can  be  summarized  as  follows: 

1.  Too  mucli  is  left  to  the  discretion  of  the  administration.  The 
National  Grange  knows  and  has  a  great  deal  of  respect  for  the  pteaeot 
Secretary  of  Agriculture,  Clifford  Hardin,  but  we  do  not  know  who 
will  be  the  next  Secretary  of  Agriculture,  He  may  be  someone  totally 
in  opposition  to  any  faiin  programs  and  therefore,  we  would  like  to 
see  as  much  of  the  program  as  fKJSsible  spelled  out  in  the  legislative 
language.  Furthermore,  I  am  not  so  sure  that  the  Secretary  of  Agri- 
culture, whoever  he  may  be,  would  want  to  have  this  much  authority 
over  farm  programs  and  their  administrative  decisions  that  would 
set  farm  income. 

2.  The  National  Grange  is  opposed  to  establishing  price  suppcwts 
from  0  to  90  [jercent  of  parity  as  proposed  in  the  latest  draft  of  tiie 
administration's  set -aside  proposal. 

In  a  letter  to  the  Secretary  of  Agriculture  Clifford  Hardin,  the 
National  Grange  Exei^ntive  Conmiittee  stated  in  part : 

We  fall  to  M>e  why  fnnuerR.  iin111c&  any  oth^r  Hefcment  of  onr  eronomy,  are 
deniwi  i)ri<i>  fairnesM.  A  Hlldinfc  sotlft  of  romnneration  from  zero  to  110  per  cent 
nf  the  minimuiu  wage  wonld  not  be  tolerated  hj  labor,  management  or  Govern- 
ment an  a  meiins  «f  judKinR  the  fair  retunm  for  their  endeavors — then  why 
should  the  Ainerltmii  fnrmer,  the  most  imiwrtaiit  and  efficient  segment  of  our 
ecoiiomj-,  be  reducinl  to  Mwondclass  economic  statusV 

Over  the  yeiirs,  purity  prices  for  nBridiltiire  have  served  ns  fculdeltnen  for 
m^asurlnK  fair  iinil  equltiible  retnmtt  for  the  inputs  or  labor,  capital,  and  mm- 
agenient.  miuinHl  to  produre  the  niannced  abundance  of  food  and  fiber  that 
Iiufl  made  the  Aiuerinui  niiiHumer  the  best  fed  and  clothed  people  in  the  hlRtory 
of  the  world,  nt  the  leiiat  nmonnt  of  their  exiiendnble  Income.  To  remove  imrlty 
prices,  peKK:i'<i  'it  a  rjite  to  return  fair  and  <-<|uitnlile  rflums  to  the  producer, 
from  nuriculturul  leKifliitiim,  would  he  coin niensu rate  to  removing  the  minimum 
wHiic  provitdon  frcmi  tlie  Fair  Lnbor  fltaniliird!)  Act.  It  Is  the  only  yard^ick 
of  fHirarxs  to  agriniltun'  and  should  ri<ttniln  an  Intejjrral  part  of  nirm  lefds- 
lation.  To  do  other\vis«.  would  i>Iti<f  the  hnrden  and  respond blllty  of  maintaln- 
infc  fnirnefsq  In  flfn'icultural  pricing;  on  the  ."^louldeni  nf  one  man — Uie  Secre- 
tary of  Agriculture— a  imsitlon  that  no  man  eonid  long  endure. 
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We  also  take  atraitg  exceptioii  witli  tbe  langnage  that  loans  will  be  at  such 
levels  as  will  encourage  the  exportation  of  feed  grains,  wheat,  and  cotton.  There 
is  no  aasuraoce  whatsoever  that  lowering  of  loan  rates  wilt  Increase  agricul- 
tural eiports  to  any  appreciable  degree— the  recent  soybean  story  notwiUi- 
■landing.  Nor  Is  there  any  direct  relaUonghip  between  Increased  eiports  at 
tower  levels  and  Increased  farm  income.  Quite  the  contrary  has  been  and  will 
contlnne  to  be  trua 

The  inflation  that  grips  the  national  economy  hits  at  the  heart  of 
the  cost-price  squeeze  which  is  ruining  our  farmers.  The  only  tenuous 
attachment  the  price  side  has  is  through  the  parity  concept.  The  ability 
of  farmers  to  secure  credit  would  be  adversely  affected  if  the  parity 
price  index  were  to  be  discarded. 

3,  We  do  not  feel  that  the  "freedom  to  plant"'  feature  of  the  proposal 
of  the  Department,  while  it  may  be  attractive  to  some  areas,  is  incen- 
tive enough  to  induce  program  participation,  if  in  the  long  run,  the 
set-aside  program  will  not  increase  farm  income.  We  have  oeen  told 
that  this  feature  will  allow  farmers  to  grow  the  crop  for  which  their 
farm  is  best  suited  and  the  crop  they  can  grow  with  the  cheapest  in- 
puts, thereby  increasing  their  net  income.  We  would  like  to  point  out 
that  under  tne  present  programs,  the  farmer  has  the  opportunity  for 
free  substitution  between  wheat  and  feed  grains.  For  their  own  reasons, 
most  farmers  have  not  used  this  privilege  or  alternative  in  the  present 
program  to  any  large  extent;  therefore,  we  see  no  reason  to  expect  any 
great  change  in  their  cropping  history  under  the  "freedom  to  plant" 
provisions  of  tlie  set-aside  proposal. 

The  freedom  to  plan  is  taking  a  step  away  from  sound  production- 
management  controls.  The  marketplace — given  sufficient  time — can 
bring  supply  in  line  with  demand,  but  at  a  considerable  cost  to  the 
farmer  from  year  to  year  as  he  adjusts,  and  many  are  forced  out  of 
business  durinp  this  period  of  ups  and  downs  or  the  market.  Inde- 
pendent decisions  being  made  by  so  many  individual  producers  cannot 
reflect  market  changes  very  rapidly.  Farm  problems  cannot  be  solved 
simply  by  changing  farm  structure  or  production  patterns — it  is  far 
more  complicate  than  that.  Present  programs  provide  the  tools  for 
effective,  immediate  production  control  and  will  have  our  continued 
support. 

In  addition,  the  feature  of  the  set-aside  proposal,  as  it  affects  wheat, 
cotton,  and  feed  grains,  that  provide  for  a  reduction  and  ultimate  loss 
of  the  farm's  allotment  for  such  crops,  is  completely  unacceptable  and 
contrary  to  the  claim  of  the  Department  to  give  the  farmer  greater 
flexibility  and  more  freedom  of  decision  in  farm  management. 

The  fanner,  in  our  Judgment,  will  not  make  anv  change  in  his  crop- 
ping history.  In  fact,  if  he  does  so,  he  will  forfeit  ^s  right  to  plant  his 
lull  allotment  of  the  crop  he  reduced  that  year,  in  the  following  year. 
The  threat  of  losing  the  farm  allotment  in  any  of  the  three  basic  crops, 
if  he  fails  to  plant  up  to  90  percent  of  his  allotment  will  tend  to  lock 
in  present  production  patterns  and  not  give  the  farmer  the  freedom 
that  has  been  i50  widely  acclaimed  by  the  proponents  of  the  set-aside 
proposal. 

4.  Based  on  their  knowledge  of  the  proposal,  it  was  the  judgment 
of  the  National  Grange;  Agriculture  Committee  that  considered  the 
set-aside  program  that  it  would  lead  to  a  lowering  of  income  to  the 
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farmer,  soniBthiiig  that  they  can  ill  afford.  They  based  their  de(M»on 
on  the  rollomng  criteria : 

(a)  Reduction  in  the  value  of  the  domestic  certiflcote  on  wheat  and  pegglDC 
the  processor  portion  at  75  cents  per  buahel ;  (6)  A  redui^ion  in  the  loan  rate  OB 
wheat  from  Sl.a'i  per  bushel  to  $1.15  per  bushel,  and  a  similar  reduction  in  the 
loan  rateit  on  feud  grains ;  (c)  Export  certlflcate  program  for  wheat  would  be 
discontinued.  The  discontinuance  Of  the  export  ccrtiBwite  program  would  have 
fnr-reoching  effects.  The  National  Grange  supports,  and  will  continue  to  enpport, 
the  U.S.  partlcipatioQ  In  the  International  Grains  Arrangement  The  eliminatiMi 
of  the  export  certificate  provision  would  not  be  in  the  interest  of  the  wheat 
farmer  or  the  exporter,  an  it  is  the  mechanism  deaiRned  to  bring  U.8.  export 
wheat  priceH  In  line  with  world  export  wheat  price;  (d)  Setting  loan  level  at  a 
figure  intended  to  encourage  ex|x>rta  without  Federal  subsidy,  In  our  Judgment, 
will  lower  farm  Income,  without  a  corresponding  Increase  in  farm  exports.  Pm- 
ent  wheat  disappearance  by  exports,  for  cash,  has  increased  from  19GT  to  1B6B 
by  10  million  bushels.  This  was  covered  this  morning.  The  big  decrease  has  been 
in  the  area  of  exports  tinder  Government  program.*,  wlilch  have  decreased  dur 
ing  the  same  period  189.1  million  biwheL^,  from  471.2  million  in  1967  to  242.1 
milium  bushels  in  1068.  The  breakdown  for  lOOfl  is  not  yet  available  as  to  ei- 
I>ortn  for  cash  sales  versus  ex|)ortE  under  Government  programs.  But  we  would 
hazartl  a  guess  that  this  trend  continues.  What  we  are  saying  Is  that  increased 
exports  for  cash  will  not  necessarily  follow  lower  loan  rates. 

In  studying  the  figures  supplied  with  the  set-afdde  proposal,  you 
have  to  use — and  I  had  it  arranged  in  tliree  columns — the  optimistic 
column  if  you  are  going  to  improve  farm  income  and  with  what  little 
we  know  about  the  source  of  the  figures  or  their  meaning,  the  cliart  is 
useless  in  helping  us  to  determine  the  net  effect  of  the  set-aside  pro- 
jrram  on  farmers  and  tlieir  real  income. 

In  addition,  it  is  apparent  from  some  studies  made  in  the  field  that 
the  stA-aside  i)rograin,  for  wheat  as  well  as  for  feed  grains,  will  add 
to  our  already  surplus  wlieat  and  will  increase  the  production  of  com 
and  other  feed  grains  substantially,  resulting  in  lower  farm  prices. 

The  OiiAraMAx.  Before  you  go  to  that,  I  would  like  to  asi  you,  yon 
discussed  two  very  important  jxiints  there  and  that  is  the  parity  con- 
cept and  the  set-aside. 

Now,  what  is  your  \-iew  as  to  the  floor  percentagewise,  fixing  the 
parity?  6.5  percent? 

Mr.  Frederick.  That  would  be  the  absolute  minimum.  We  would  lilra 
to  see  them  so  i)rices  would  stay  about  the  way  they  are  today. 

The  CnAiHM.\x,  The  parity  concept,  I  think,  sllould  be  retained  as 
to  all  commodities,  and  we  have  fixed  it  at  65  for  most  of  the  com- 
modities and  you  feel  that  that  should  1)6 

Mr.  ScoTi.  That  should  be  tlie  absolute  minimum. 
Tlie  Chairman-.  All  right.  Xow,  as  to  the  set -aside,  I  argued  yestw- 
day  and  today,  not  at  great  length  today,  but  it  is  my  feeling  that  it 
would  not  help  at  ull  to  have  that  set-aside  of  so  many  bu^els  hang- 
ing over  the  market  and  tlien  in  addition  to  that  a  carryover. 

Sow,  would  you  advise  instead  of  having  set  aside  a  minimDin 
carryover  on  each  crunmodity  ?  And  if  you  think  that  way,  I  wish  \ou 
would  indicate  now  or  latt-r  on — put  tliat  in  your  answer — as  to  wW 
do  you  think  ought  lo  l>e  the  minimum  carryover  as  to  wheat,  corn, 
and  other  feed  grains  particularly,  as  well  as  cotton,  but  I  do  appte- 
ciate  it  if  you  could  give  your  views  as  to  what  you  tliink  the  mini- 
mutn  carryover  sliould  be  in  corn  and  other  feed  grains  as  well  s* 
wlieat. 


)y  Google 


245 

Mr.  Fbederics.  "WbU,  Mr.  Chairman,  our  reference  in  the  statement 
liere  to  set  aside,  we  are  referring  to  the  set-aside  program  alternative 
"by  the  Department, 

The  Chairhan.  I  understand. 

Mr.  Frederick.  And  not  any  reference  to  the  reserve,  consumer 
reserve.  Your  question  is  being  directed  at  us  in  regard  to  the  con- 
sumer reserve. 

The  Chairman,  Well,  to  me  a  reserve  is  no  different  from  this  other 
you  are  talking  about. 

Mr.  Frederick.  Well,  we  are  not  talking  about  "set-aside"  as  setting 
aside  a  certain  portion  of  production.  We  are  talking  about  the  "set- 
■aside"  program,  setting  aside  acres  which  is  another  word  for  diver- 
sion. We  are  in  support  of  the  consumer  protection  reserve  as  it  is  in 
Senator  McGovenrs  bill. 

The  Chaikuan.  In  other  words,  you  want  to  put  aside  for  consumer 
reserve  5  million  bushels  to  start  with.  I  mean  500  million  bushels, 

Mr.  Frederick.  In  wheat,  yes. 

The  Chairman.  All  right.  And  maybe  increase  that  a  100  more 
million  bushels  the  next  year  under  the  conditions 

Mr.  Frederick,  Yes;  under  the  language  of  the  bill. 

The  Chairman.  All  right.  Well,  now,  certainly  in  addition  to  that 
you  would  have  to  consider  carryover, 

Mr.  Scott.  That  would  be  a  part  of  the  carryover,  Mr,  Chairman. 
We  do  not  intend  to  have  the  normal  carryover  in  addition  to  what 
would  be  in  the  consumer  reserve. 

The  Chairman,  Well,  then,  your  answer  to  my  question  would  be 
that  the  carryover  should  be  about  what  you  are  setting  aside  for 
reserve,  for  consumer  reserve.  Am  I  right  ? 

Mr.  Scott.  Really,  what  we  are  talking  about  at  this  point  in  our 
statement  is  the  "set-aside"  proposal  of  uie  Department. 

The  Chairman.  I  do  not  care  whether  you  call  it  consumer  reserve 
or  maybe  for  war  purposes  or  what  have  you,  but  what  I  would  like 
to  have  you  consider  is  whether  you  call  it — no  matter  what  you  call 
it — ^how  much  should  we  set  aside  each  year  of  the  commodities  I  just 
mentioned.  That  is  what  I  would  like  to  have  your  ideas  on. 

Mr.  Scott.  Well,  in 

The  Chairman.  Because  it  is  my  belief  instead  of  calling  it  con- 
■sumer  reserve  if  we  just  simply  have  a  carryover  sufficient  to  meet  the 
requirements  that  we  need, 

Mr.  Frederick.  The  provisions 

The  Chairman.  The  moment  you  call  that  a  reserve  or  set-aside, 
you  can  bet  your  bottom  dollar  ttiat  aside  from  that  reserve  you  are 
going  to  have  a  carryover.  And  I  want — I  do  not  want  to  be  splitting 
hairs  now  but  it  strikes  me  that  if  we  can  have  a  reasonable  carryover 
as  we  have  had  in  the  past,  that  that  in  my  opinion,  would  be  the 
right  thing  to  do. 

Mr.  Scott.  We  have  spelled  out  here  in  this  analyzed  section  that 
Mr.  Frederick  gave  you  what  we  feel  is  the  needed  carryover  that 
needs  to  be  protected  n-om  the  market. 

Mr.  Frederick.  It  is  in  the  bill  and  it  calls  for  the  150  on  farm  re- 
sale and 
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The  Chairman.  That  adds  up  to  500  million  buahela. 

Mr.  Fredkrick.  Isolated  f  rwn  the  market. 

Senator  Clrtis.  Is  that  a  part  of  the  carryover  ? 

Tlie  Chairman.  Wait,  now.  If  you  have  isolated  that  out  of  the  mar- 
ket what  is  going  to  happen  is  you  are  going  to  have  that  amount  on 
hand  all  fhe  lime.  You  cannot  go  into  that  and  you  are  going  to  have 
to  get  a  caiTyover  besides  that.  That  is  what  it  is  going  to  come  to. 

XIr.  Scott.  We  want  to  sec  this  portion  isolated  from  the  market. 

The  Cii-uRMAN,  Then  what,  a  carryover? 

Mr.  Frederick,  We  hope  the  programs  could  be  administered  so  we 
would  not  have  too  much  carryover  each  year. 

The  CiiAiRMAy.  We  Should  not  hare  any  carryover  except  what  we 
need  and  let  that  be  the  reserve. 

Mr.  Scott.  This  should  lie  it  but  the  meclianics  of  the  bill  provide 
for  this  being  released  so  that  it  will  not  depress  the  price- 
Going  back  again  to  wliat  happened  I  guess  it  was  in  1966  when 
I  am  sure  in  good  judgment  the  President  and  Secretary  Freeman 
got  concerned  about  the  need  that  we  were  going  to  have  about  600 
million  bushels  of  wheat,  which  would  call  for  increased  acreage,  and 
we  felt  that  was  called  for  a  little  too  quickly.  If  we  had  a  reserve,  at 
that  time,  the  Secretary  would  have  planned  his  acreage  increase 
closer  lo  the  demand.  This  reserve  would  be  a  part  of  the  carryover. 

The  (Chairman.  You  say  a  part  of  the  carryover. 

Mr,  Scott.  The  carn,over.  It  would  he  the  carryover. 

The  Chairman.  All  right.  There  is  a  distinction.  It  is  my  belief 
that  what  we  should  do  is  to  try  und  figure  out  what  is  a  reiisouable 
carryover.  Forget  about  the  rest  of  this  stutf.  Tie  it  in  and  not  letting 
it  out  unless  you  can  get  for  it  carrying  charges  plus  10  or  15  or  20 
percent  or  more. 

Senator  Hurler.  Would  the  chairman  yield  ? 

The  CHAiRBr  vn,  I  yield. 

Senator  Miller.  In  that  connection,  if  it  was  determined  that  600 
million  bushels  of  wheat  was  the  proper  carrvover  and  if  it  turned 
out  that  we  had  700  million  bushels  on  liand,  tlien  that  kind  of  an  in- 
crease in  the  carryover  might  indicate  a  decrease  in  the  consumere 
reserve. 

If  you  had  the  consumer  reserve  flexible,  tied  in  with  the  way  the 
overall  carryover  came  out,  then  we  would  not  be  so  much  worried 
about  piling  the  consumer  reserve  in  on  top  of  the  carrj'over.  So  if 
the  carryover  was  increasing  and  the  consumer  reserve  going  down 
tlio  consumer  would  Ixs  protected  and  I  think  you  might  avoid  t-he 
problem  Senator  Ellender  is  talking  about. 

Senator  CruTis.  What  I  would  like  to  find  out 

The  Chairman.  In  the  past — I  think  I  can  produce  figures  hereto 
show — the  average  carryover  of  wheat  was  about  600  million  bushels 
Amicorrect  in  that?  Alx>ut  600  millinu  bushels. 

Senator  Youno.  I  n  the  last  10  years* 

The  Chairman,  Whatever  it  is,  yes;  627  million  bushels.  That  w»s 
the  average  carryover. 

Now,  if  we  could  fix  an  amount,  call  that  carryover  instead  of  lock- 
ing it  up  as  you  propose,  I  tliink  the  farmers  would  be  better  off 
myself. 
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Senator  Curtis.  I  tried  to  find  out  jesterday  and  again  this  morn- 
ing whether  it  is  proposed  that  the  reserve  really  be  a  part  of  the 
carryover,  a  level  of  carryover  under  which  they  would  not  go  below, 
or  whether  it  is  separate  and  in  addition  to  the  carryover. 

Mr,  Frederick.  It  is  a  part  of  the  carryover  and  an  amount  which 
we  would  not  ^o  below.  And  as  long  as  we  have  this — if  we  have  it 
the  other  way  just  600  million  bushel  carryover  each  year  and  not 
have  this  isolated,  this  then  is  the  sword  hanging  over  the  market 
that  will  have  a  tendency  to  lower  market  j)rices. 

If  we  take  this  and  say  we  are  not  going  to  go  below  500  million 
bushels  in  the  reserve  and  fully  isolated  in  the  market  and  as  1  under- 
stand it  from  the  Senate  staff's  analysis  of  our  language  in  the  bill, 
we  do  not  completely  isolate  it  from  the  market,  but  it  was  our  intent 
to  do  so,  therefore  we  would  approve  of  language  to  isolate  it  com- 
pletelv  from  the  market  and  it  is  a  part  of  the  carryover  but  tliis 
would  be  the  bottom  figui-e  that  we  would  not  go  under. 

Senator  Young.  Would  you  yield  for  a  comment  there?  You  would 
have  to  have  a  carrj'over  of  something  less  than  600  million  busheU 
if  you  wanted  to  get  a  fair  price  in  the  marketplace  because  600  mil- 
lion busliels  represent  about  one  whole  year's  domestic  needs. 

Senator  Curtis.  Why  if  a  faimer  has  been  producing  10,000  bushels 
of  wheat  and  it  is  a  very  adverse  year,  and  his  crop  only  makes  5,000 
bushels  of  wheat,  why  ^lould  he  not  get  the  benefit  ot  an  increase  in 
price  ?  We  have  had  all  these  farm  programs  through  the  years  os- 
tensibly to  get  rid  of  the  surplus  and  I  wonder  about  writing  some- 
thing m  here  that  guarantees  that  if  we  have  a  short  crop,  the  price 
will  go  up. 

Mr.  Frederick.  Wliat  has  happened 

The  Chairman,  That  is  what  will  happen.  Senator,  if  you  have  both 
a  carryover  and  a  reserve.  The  wheat  is  tliere  and 

Senator  Curtis.  The  two  add  up  together  regardless  of  what  you 
call  them. 

The  Chairman.  I  do  not  care  what  you  call  it. 

Senator  Cdktis.  That  is  right. 

The  Chairman.  I  do  not  think  it  ought  to  be  locked  up. 

Mr.  Frederick,  Senator,  I  think 

The  Chairman.  That  is  my  view. 

Mr.  Frederick.  Mr.  Chairman,  if  I  may,  please,  if  it  is  not  locked 
up,  just  what  Senator  Curtis  has  said,  if  a  man  has  a  poor  year  and 
the  yield  is  down  and  they  have  wheat  in  short  supply,  that  farmer 
should  have  the  advantage  of  increase  in  the  marketplace  of  wheat 
but  if  it  is  there  where  it  can  be  left  out  under  the  market  at  less  than 
a  lockup  price,  he  is  not  going  to  have  the  benefit  of  the  increase  in 
[irice. 

Just  recently  we  liad  a  situation  developing  in  wheat  where  wheat 
was  in  an  increasing  market  and  they  recalled  the  resale  loans  on 
several  years  and  kind  of  topped  the  market  off.  They  recalled  soy- 
Waii.'i  and  the  same  thing  is  happening.  The  market  increase  stopped. 
The  grain  may  not  have  reached  the  market  but  the  recall  stopped  the 
l>riie  increase.  If  we  can  get  this  reserve  we  have  been  asking  for  for 
Several  years,  if  this  is  completely  isolated  from  the  market,  the  only 
Way  it  can  be  triggered  out  is  declaration  of  national  emei^ency  for 
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military-use  or  price  medianism  and  if  it  comee  out  ia  the  marfcet  it 
comes  out  at  a  price  high  enough  that  it  will  allow  the  market  to  (xm- 
tinue  to  reflect  the  shortage  of  supply. 

Senator  Ctrtib.  Unless  there  is  a  nonfarm  demand  for  CcKigresB 
to  change  the  law 

Mr.  Scott.  That  is  right. 

Senator  Curtis.  When  tiie  shortage  occurs.  A  few  years  ago  <xa» 
of  the  leading  farm  publications  proposed  that  in  order  to  get  rid  of 
the  surplus  that  they  set  aside  in  some  sort  of  reserve,  and  they  pro- 
posed at  the  time  not  a  price  for  locking  it  in  but  that  no  one  coold 
release  it  but  the  Congress.  Well,  I  do  not  think  that  is  much  protec* 
tion  because  a  wave  of  sentiment  hits  like  they  have  got  to  have  in> 
spection  laws  or 

The  Chairuan.  Senator  Curtis 

Senator  Cvtens.  Or  pollution  bills  or  whatnot  and  the  Congress 
can  repeal  that. 

The  Chairman.  Senator  Curtis,  I  have  been  on  this  committee  now 
for  33  years  and  except  during  war  and  before  the  war  when  we  had 
the  drought;  I  think  the  Department  of  Agriculture  figured  out  what 
the  production  would  be  and  what  our  ne^s  would  be,  but  it  was  jJ- 
ways  on  the  high  side.  We  always  )iad  more  than  we  could  use. 

Now,  if  we  set  aside  this  amount  as  being  suggested  in  this  bill, 
agreed  upon  by  all  of  the  farm  organizations,  except  the  Farm  Bu- 
reau, it  is  my  belief  that  the  demand  or  request  would  be  to  also  have 
in  addition  to  that  a  sufficient  carryover.  And  that  to  me  is  going  to 
simply  keep  on  ruining  the  market.  It  is  there.  That  amount  of  wheat 
ia  there  and  can  be  handled  as — I  remember  when  Secretary  Benson 
was  on,  he  was  accused  of  having  put  good  wheat  out  or  good  com 
out  whereas  under  the  law  he  was  supposed  to  sell  it  at  a  discoont  if 
it  began  to  deteriorate. 

W  nen  he  did  that  he  was  accused  of  putting  out  com  that  was  not 
deteriorating. 

Senator  Young.  He  had  what  they  call  a  fire  sale  on  stored  grain  the 
first  week  he  was  in  office. 

The  CiiAiRMAX,  I  do  not  know  what  he  had  hut  I  tell  you  it  is  a 
device  that  has  kept  the  prices  down  and  as  I  said,  I  would  hate 
us  to  repeat  all  of  that  and  if  we  can  devise  a  way  by  which  we  can  fix 
a  minimum  carryover  I  think  we  will  be  better  off  than  to  try  and 
fix  a  set-aside  or  consumer's  protection  or  whatever  you  call  it,  plus 
a  carryover.  And  that  is  what  is  going  to  result.  You  mark  what  I  am 
telling  you,  I  have  been  sitting  here  a  long  time  and  I  know  how  it  is 
worked,  that  the  one  is  going  to  be— you  have  got  so  much  aside  you 
cnnnot  touch  that,  but  we  need  it.  Carry  over  so  much.  That  means 
moi-e  production,  you  see,  to  the  farmer. 

I  really  believe  that  if  we  could  put  a  minimum  carryover  and  let 
it  go  at  that,  that  the  farmer  would  be  better  off. 

Mr.  Frederick.  Couid  we  agree,  Mr.  Chairman,  that  the  reserves 
he  a  part  of  that  carryover  but  a  portion  of  that  be  locked  up ! 

The  Chairman.  Not  if  you  fix  it  at  .500  million  bushela  Of  course, 
I  could  not, 

Mr.  Frederick.  Could  we  reach  some  language  in  committee  in  your 
deliberations  that  the  portion  of  this  could  be  isolated  from  the  market 
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80  it  cannot  be  let  out  on  an  increasing  market  to  hold  down  farm 
prices  ?  This  is  what  we  are  after,  sir. 

The  Chairman.  I  do  not  think  the  program  has  worked  very  weU 
in  the  past  because  we  could  never  devise  a  way  by  which  it  could 
be  sold  under  certain  conditions.  The  conditions  imposed  were  always 
violated  some  way.  There  was  always  a  loophole  there  whereby  they 
can  dispose  of  it,  sell  it,  so  as  to  keep  the  prices  down. 

Mr.  Fkederick.  We  hope  the  language  can  be  worked  out  because 
we  do  not  want  to  see  happening  what  happened,  for  instance,  in  grain 
sorghum  where  we  had  a.  good  market  in  grain  sorghum  and  the 
Department  canceled  out  the  resale  loans  on  grain  sor^um  and  they 
had  a  big  drop  in  the  price  of  grain  sorghum. 

The  Chairman.  You  may  find  an  isolated  case.  You  mentioned  soy- 
beans.  I  predicted  this  was  going  to  happen  3  or  4  years  ago  because 
the  jbrmers  went  wild  in  the  production  of  soybeans  and  I  take  the 
position  that  any  time  our  Government  is  called  upon  to  put,  to  pro- 
vide a  support  price,  that  that  farmer  should  expect  some  day  that  if 
he  expects  a  continuation  of  the  support  price  that  he  sliould  have 
acreage  controls,  and  that  same  thing  applies  to  com,  same  thing 
should  apply  to  wheat.  If  you  do  not.  have  that,  and  produce  it  on  a 
voluntary  basis  as  is  the  case  n<)w,  I  think  we  will  do  more  harm  to 
the  fanner  than  we  will  do  good. 

Mr.  Frederick.  I  think  we  are  trying  to  accomplish  the  same  thing, 
Mr.  Chairman,  but  it  is  perhaps  in  our  language  and  semantics  how 
we  approach  it  and  I  think  if  you  want  to  include  the  reserves  as  a 
part  of  the  carryover,  all  we  want  to  say  is  below  this  point  they  will 
not  go,  because  this  would  allow  us  closer  planning  in  supply  manage- 
ment so  we  will  not  have  to — it  will  avoid  the  situation  we  had  in  1966 
with  the  wheat.  We  would  have  the  buffer  of  supply. 

The  Chairman.  How  many  times  has  it  happened  about  wheat  now  ? 
I  do  not  know  of  any  time  except  maybe  1  year. 

Mr.  FRia>EKiCK.  1966. 

The  Chairman.  Whatever  year  it  is.  It  has  happened  so  seldom, 
do  you  not  see.  You  want  to  take  that  as  an  example  as  to  what  ought 
to  be  done  in  the  future. 

Mr.  Frederick.  It  would  help  us. 

Another  question  this  morning  was,  what  is  in  this  bill  to  get  us  to 
the  marketplace  or  allow  more  and  more  of  our  price  to  come  from 
the  market.  This  is  another  mechanism  that  will  allow  us  to  get  more 
of  or  price  from  the  marketplace,  so  on  an  increasing  market  the 
farmer  can  continue  to  go  on  and  sell  his  product  without  being  in 
danger  of  having  commodities  being  brought  out  of  CCC  or  resale 
loans  being  recalfed  and  which  stop  an  increasing  market. 

Later  on  in  our  statement  we  make  the  statement  that  it  has  been 
alleged  by  the  Department  under  the  new  farm  program  alternatives 
that  as  farm  prices  increase,  there  will  be  less  need  to  get  money  from 
the  Treasury.  Our  answer  to  that  would  be  that  recently  we  have  not 
allowed  farm  prices  to  increase  because  as  soon  as  on  the  increasing 
wheat  market,  increasing  soybean  market,  grain  sorghum  market, 
loans  were  recalled  and  were  canceled  and  recalled  in  stopping  that 
increase  in  the  cash  market.  So 

The  CHAffiMAN.  Well 
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Mr.  Frederick  (continuing)-  What  mechanism  would  allow  ns»  J 
get  more  money  in  the  marketplace  in  the  proposed  administntka  ^ 
set-aside  program?  t 

The  Chairman  (fontiiiiiing).  Well,  it  may  be  tliat  we  could  han    ;. 
some  kind  of  meclianism  wlierein  we  would  liave  set  aside  as  a  cony-     ^ 
over  X  number  of  bushels  of  wheat,  let  iis  Bay,  or  com,  and  that  a  cer- 
tain i>erccntage  of  that  can  l>e  kept  back,  but  let  us  not  call  it  a  reserre 
or  anything  like  that  because  that  has  been  our  trouble  in  the  paat- 

We  built  up  surpluses  that  have  caused  all  of  your  troubles  in  the 
past  as  I  see  it,  Ijecause  back  in  1961  we  had  what  gave  birth  to  the 
present  bill,  S[>cical  legislation  we  passed  because  of  the  huge  surpluacB 
that  had  been  produced  prior  to  1961  under  the  then  existing  law.  So, 
we  had  to  change  it. 

Nowj  we  do  not  want  to  get  in  the  same  posititm  under  this  act 
by  Ivavmg  a  big  set-aside,  then  also  so  much  carryover  which  in  time 
will  create  anotlier  big  suii)lus  and  you  will  be  again  in  trouble. 

Mr.  ScoiT,  I  am  sure  we  agree  with  you  in  that  statement- 

Tlie  CiTAiRAfAN.  That  is  what  I  want  to  prevent  if  I  can,  and  I 
mean  wliat  I  would  suggest  to  the  committee.  I  do  not  know  that  I 
can  get— be  so  persuasive  that  I  can  got  it;  that  is,  get  the  committee 
nienibers,  to  agree  with  that,  but  we  have  had  enough  experience  to 
show  that  we— we  can  provide  for  sufficient  carrj-over  as  we  have  in  the 
past,  the  market  is  such  now  and  the  production  is  such  that  the  Fed- 
eral Government  can  easily  tell  about  what  will  be  produced  in  almost 
any  crop  you  grow. 

Senator  Curtis,  Has  not  your  problem  been  too  much  cnrrj'over  in- 
stead of  too  little? 

Tlie  CiiAiRMAX.  Because  of  overproduction. 

Senator  Curtis.  Yes. 

The  Chairman.  That  is  the  trouble.  You  increase  the  acreage.  Tiat 
has  been  the  cause  of  our  trouble  in  wheat.  The  reason  why  wheat 
is  such  a  trouble  now  is  because  of  those  two  addition^  acreage  in- 
creases tliat  were  allowed.  That  is  the  trouble  of  the  wheat. 

Senator  Curtis,  I  cannot  think  of  any  farmers  in  my  State  that  have 
ever  suffered  because  the  carryover  was  lowj  but  I  thmk  they  all  have 
suffered  at  times  Iwcause  the  carryover  was  high. 

The  CiiAiRsiAN.  Right.  And  I  do  not  think  this  committee  ought  to 
put  in  any  bill  any  formula  that  will  increase  that  surplus  over  and 
above  our  needs  and  tliat  is  what  I  think  this  set-aside  for  consumer 
protection,  for  war,  or  what  have  you,  will  do,  particularly  when  in 
my  belief,  in  my  opinion,  aside  from  that  set-aside  you  are  going  to 
have  a  carryover,  too.  And  that  is  what  usually  happens. 

Senator  Mimj:r.  Mr.  Chniniian,  I  would  like  to  ask  the  witnesses 
to  think  about  this  and  then  if  you  would  provide  us  a  stntenient  for 
the  record,  I  would  appiwiate  it. 

The  Chairman.  Tnat  is  wliat  I  asked  them  to  do,  to  give  us  an  idea 
of  what  that  carryover  .should  l)e. 

Senator  ifH.M>:H.  I  would  like  to  go  a  steji  further  and  ask  them  t» 
comment  on  this  specifically.  What  I  am  suggesting  here  is  a  propor- 
tion snrhas  this. 

To  the  extent  that  the  actual  carryover  exceeds  what  we  could  call 
the  proscribed  cjirryover,  then  the  consumer  reserve  will  be  reduced. 

Now,  for  example,  suppose  that  the  prescribed  carryover  is  deter- 
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mined  to  be  600  million  bushels  of  wheat  and  we  have  an  isolated  con- 
sumer reserve  of  500  million,  and  then  because  of  overproduction  we 
•dd  200  million  bushels  t«  the  carryover,  so  we  end  up  with  700  million 
bii^els  as  the  total  carryover,  and  that  is  100  million  bushels  over  the 
jffescribed  carryover. 

In  that  kind  of  a  case,  the  isolated  reserve  would  be  reduced  from 
SOO  to  -too.  Do  you  follow  the  example  I  am  giving  you  ? 

I  wish  you  would  think  it  through  and  see  what  your  reaction  is.  I 
liave  an  idea  that  a  flexibility  in  that  reserve  based  upon  the  carryover 
might  meet  the  problem  that  Senator  EUender  is  talking  about. 

Mr.  Scott.  We  will  sure  think  about  it,  Senator,  and  come  back  to 
you. 

Senator  Miller.  Thank  you. 

(The  information  is  as  follows :) 

Wabhinoton,  U.C,  starch  S.  1910. 
Hon.  .4LLEN  J.  Ellbndeb, 

Chairman,  Senate  Crnnmittee  on  Agriculture  and  Forestry.  2(5  Old  Senate  Office 
BiiiMing,  Waihlngton.  D.C. 

Deab  Mb,  Chairman:  When  the  National  Grange  testified  before  the  Oom- 
mit-tee  on  Agriculture  and  FiircMtry  we  were  asked  to  suiiply  some  addttlooal 
Infonnatton  for  the  record  to  hel|i  clarify  the  Grange's  posltian  on  (.-ertain  pcrints 
in  our  testimony. 

SeoatDr  Miller  asked  if  we  would  comment  on  his  suggestion  tor  a  substitute 
for  iiiir  ''Consumer  Protection  Reserve",  which  would  reduce  the  amount  held 
In  the  reaerre  if  the  carry-over  of  a  commodity  wa8  In  excess  of  the  reserve.  We 
do  not  see  where  this  is  nec-essary  as  the  "Consumer  Protection  Reserve"  Is  a 
part  lit  the  carry-over  and  is  isolated  from  the  market  by  a  price  mechanism. 
The  amount.-*  of  each  comm'MllIy  In  our  reserve  are  levels  at  which  we  do  not 
vast  the  reserve  sui>i>ly  to  fall  beluw  and  would  l>e  cotisldered  in  the  normal 
rarryover. 

This  would  allow  <-loser  flinirlng  of  our  national  allotments  to  better  match 
sapply  with  demand.  If  the  amount  of  land  planted  could  be  just  at  the  national 
needs  or  a  little  less,  we  would  not  have  carry-overs,  and  If  we  fell  short,  eon- 
nuuers  would  be  i)rote<-ted  and  the  market  could  react  to  the  shortage  up  to  the 
trij^pr  jjrice  set  up  In  the  reserve. 

This  also  can  be  taken  care  of  by  not  allowing  sale  of  C.C.C.-held  commodldea 
■tiess  than  120%  of  national  average  loan  rate,  plus  carrying  charges  or  allowing 
the  recall  of  loans  as  long  as  stocks  held  by  the  C.C.G.  are  at  the  levels  outlined 
in  onr  bill.  If  we  are  to  obtain  more  ot  our  price  from  the  market  places, 
fanucTS  must  have  greater  control  over  production  and  they  must  be  protected 
trom  dumping  by  the  C.C.C.  of  stocks  on  an  Increasing  market. 

Please  find  encl'>se"i  a  copy  of  a  letter  from  Jack  L.  DeWitt,  a  Washington 
Stale  wheat  grower,  to  Dr.  Briinthaver,  Associate  Administrator  of  the  A8CH 
in  the  U.S.D.A.,  in  which  he  sets  forth  one  way  of  hanrtllng  the  changing  of 
mimerving  base  for  wheat  farms. 


In  response  to  the  request  of  Senator  Miller  as  to  the  number  of  acres  the 
Grange  feels  would  need  to  be  retired  to  reduce  prodijctlon  to  manageable 
levels,  we  refer  you  to  pages  10  and  11  of  Exhibit  A  of  our  statement  made  at 
the  Senate  hearing  which  reflerts  the  suwess  of  the  present  program  in  IIMJH 
■ign-upn.  We  believe  that  supply-management  can  best  be  achieved  by  retiring 
jwnductive  acres  that  are  now  being  used  for  crops  that  are  in  surpl^^s  and  that 
the  goal  in  specific  crops  cannot  lie  reached  unless  there  Is  a  rather  carefnl  mix 
of  the  acreage  retiretl. 

In  any  program  of  liinil  retirement  that  Is  adopted,  the  Grange  suggests  that 
It  should  include  fiO  million  acres  of  land  l)elng  prww^ntly  cropi)ed  In  wheat 
and  feed  groins :  10  to  15  million  acres  in  a  Cropland  Adjustment  program  :  10 
mlliton  acres  in  10-year  contracts;  ."1  million  acres  in  5-yeer  c     ' 


),Googlc 


UMITATIOII  OF  PATUBNTfl 

At  tile  Chairman's  request  that  we  conelder  ways  In  which  llmltatloiia  of 
parmentB  could  be  Imposed,  we  would  like  to  again  state  that  tbe  Grange  ii 
opposed  to  limitation  of  payments  If  they  will  be  a  deterrent  to  parUdpaUon  in 
programs.  We  are  wUIIdKi  however,  to  give  serloQs  consideration  to  acceptlnc 
a  limitation  on  payments  If  designed  on  a  workable  sliding  scale,  perhaps  sotne- 
what  like  the  payment  proyisions  of  tbe  Sugar  Act    - 

AQRiauI.TlIRAL  EZP(»T8 

There  has  been  much  discussion  and  tbe  Act  of  '65  has  been  cilticired  becanie 
of  tbe  decline  In  agricnltural  esports  in  1969.  U.S.  agrieultnml  exports  totalled 
S5.9  billion  In  calendar  year  1909  which  was  a  5  percent  drop  from  196S  but 
6  percent  above  the  1061-65  average  of  $5.8  billion.  The  1969  decrease  can  be 
traced  directly  to  tbe  first  quarter  dock  strike  at  many  Atlantic  and  GnU 
portB.  As  reported  by  the  Foreign  Agricultural  Service  of  the  U.S.  Depart- 
ment of  Agriculture,  the  strike  contributed  strongly  to  the  48%  decline  In  Rgrlcnl- 
tnral  exiK>rtn  from  a  year  earlier.  Tbe  slowness  of  exports  dnring  tiie  first  quar- 
ter WAS  also  attributed  to  sizable  world  stocks  at  grains  and  cotton.  This  tem- 
porary reduction  in  agricultural  exports  can  In  no  way  be  attribated  to  t^ 
Act  of  l!Kt5  but  ratber  the  Act  of  '65  has  done  much  to  keep  exports  a.t  their 
present  high  level. 
Sincerely, 

JoHK  W.  Scott, 
Matter,  Natbmal  Orimge. 
(The  letter  referred  to  above  is  as  follows :) 

Deceubeb  13, 1909. 
Dr.  Casboli.  Bbortbaver, 
Associate  Administralor,  A8C8, 
Department  of  Affricvlture,  Washinffton,  D.O. 

Deab  Da.  BansTHAVEB:  1  wish  to  thank  you  for  attending  our  Wasbington 
Wheat  Grower  convention  in  Spokane  last  week.  Your  candid  and  sincere  re- 
marks during  the  morning  session  were  espedaliy  appreciated  by  me,  and  I  am 
sure  by  most  people  in  the  room.  1  hope,  however,  that  you  can  understand  pro- 
ducer concern  over  the  set-aside  program  as  it  relates  to  parity  and  loan  ad- 
justments and  to  conserving  base  requirements.  It  is  the  conserrlng  base  iKOblem 
which  appears  to  be  the  most  difficult  to  absolve,  and  my  main  puipoae  In  writliir 
to  you  is  to  offer  a  possible  solution. 

First,  let  me  restate  the  problem  as  It  affects  Washington  Wheat  Growers. 
Enclosed  is  a  copy  of  a  memo  prepared  by  me  and  sent  to  our  Special  National 
Legislative  Committee,  of  which  you  may  have  already  received  a  copy  fnm 
Gene  Mooa.  The  Imsic  problem  is  that  the  extent  of  freedom  to  plant,  granted 
tiiroiigh  the  set-4islde  program  would  be  dependent  upon  one's  conserving  base 
requirements — the  lower  the  base  the  greater  the  freedom.  In  tbe  two  examplM 
given  on  the  enclot^ure,  tbe  Pleasant  View  farmer  would  not  be  able  to  plant  as 
macb  grain  under  the  100%  set-aside  as  be  can  plant  In  1970,  but  the  Dixie 
farmer,  with  exactly  the  same  set-aside,  could  increase  his  grain  production  by 
77  per  cent  Tbe  farm  which  I  manage  Ilea  adjacent  to  tbe  Dixie  area,  is  an- 
nually cropped,  and  bus  a  low  conserving  base.  I  personally  would  welcome  this 
freedom  to  incrense  my  grain  production.  However,  I  feel  the  Increased  produc- 
tion which  would  result  under  this  program  In  the  Northwest  would  soon  remiU 
in  even  greater  surpluses  snd  lower  prices, 

The  relationship  existing  between  these  two  Walla  Walls  County  ASO  com- 
munities exists  on  a  broader  scale  between  states.  Washington  tias  held  the 
line  on  conserving  base  adjustments,  and  therefore  has  a  tiigh  conserving  bus 
compared  to  other  states.  Summer  fallow  areas  which  have  low  conserving 
bases  would  be  able  to  put  their  set-aside  on  what  would  normally  be  fallow 
anyway,  thus  growing  at  100  per  cent  capacity  and  contributing  nothing  to 
production  control, 

Iiowering  conserving  bases  for  everyone  Is  not  an  equitable  answer.  Aa  pointed 
oat  in  tbe  previous  paragraph,  summer  fallow  farmers  would  soon  be  at  KM 
per  cent  production,  and  all  production  control  would  have  to  be  exercised  br 
the  annual  crop  farmer  who  would  have  no  choice  but  to  Bel>adde  normally 
cropped  areas.  The  inequity  of  this  arrangement  Is  obvions,  eren  if  the  onnnal 
crop  farmer  has  a  zero  conserving  base.  Raising  conserving  bases  to  past  lerell 
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WDold  be  unacceptable  ta  those  wbo  bare  worked  to  reduce  than  over  the  past 
tew  Tears,'  imd  since  tlie  records  show  Oi&C  most  farmers  the  conatrr  over  have 
done  so,  this  solution  appears  nnworkable. 

The  possible  solution  to  this  dilemma  begtns  with  the  elimination  of  conserr- 
tng  bases  and  the  establishment  of  nev  criteria.  I  am  proposing  that  a  baee 
period  be  selected  and  acreage  on  all  farms  be  classified  as  to  "normal  crop"  and 
"^oimal  Idla"  The  average  sununer-fallow  farm  would  then  consist  of  CO  per 
cent  normal  cropland  and  S0%  normal  Idle  land.  A  true  annual  crop  farm 
mrald  consist  of  lOO  per  cent  normal  cropland.  There  wonld,  of  course,  be  many 
farms  falling  between  theae  two  extremes.  A  third  classification  ma^  be  neces- 
sar;  to  identic  rangeland,  natural  pasture,  or  other  land  uses  which  woald  not 
be  properly  classified  as  "crop"  or  "Idle." 

Once  these  acreages  were  estflbllahed  a  farmer  would  be  permitted  to  grow 
any  combination  of  crops  on  his  normal  cropland.  But  to  be  eligible  for  payment 
on  any  crop,  he  would  be  required  to  set-aside  one  acre  for  each  four  acres  of 
wheat,  feed  grain,  cotton  or  other  government  supported  crops  he  grew.  (The 
ratio  could  be  set  differently  for  different  crops  at  the  discretion  of  the  Secre- 
tary.) Payments  would  be  determined  as  now  proposed  under  the  set-aside  draft 
legislation,  using  domestic  allotment  with  loss  of  base  if  a  farmer  (4iose  to  accept 
payment  for  a  crop  he  did  not  grow.  He  would  be  el^ble  for  commodity  loans 
oo  his  entire  production  of  the  above  crops. 

To  compere  this  plan  with  the  examples  shown  in  the  enclosure,  the  average 
Pleasant  View  and  Dixie  farmers  might  divide  their  acreage  as  follows: 


1 11  Dm  icmi*  coiisbtMl  of  luy,  fms  xwl,  or  olhtr  pimiiiMnl  cnwi,  K  wauld  bt  rtclminid  u  mntal  enwlind, 
^riil  Of  tanntr  tiM  opMn  tD  plant  up  to  HO  Km  of  irsin  H  hi  nt  •ildt  ZdO  Krai.  Homnr,  moil  lirmf  n  fn  Ikia 
aatawvonild  probibly  plant  vary  linta  mora  inln  thin  now  sine*  i|n>t*rMt.*9M«wDDM  b«  re«ulitd. 

By  tying  the  set-aside  to  the  amount  of  acreage  seeded  to  surplus  crops,  the 
brmer  who  Increases  hia  acreage  of  those  crops  also  Increases  his  contribution 
to  over-all  production  controL  This  penalty  would  tend  to  keep  grain  producti<xi 
ia  line  in  the  annual  crop  areas  that  can  grow  non-restricted  crops — such  as 
peas,  oil  seeds,  grass  seed,  hay,  or  pasture  for  beef. 

The  elimination  of  conserving  bases  and  the  establishment  of  "normal  crop- 
land" and  "normal  idle  land"  would  correct  some  serious  inequities  which  oc- 
enrred  apon  commencement  of  the  present  program.  During  the  base  years,  some 
Hums  In  Walla  Walla  County  were  growing  grass  for  seed  Instead  of  barley. 
Bom  thereafter  grass  seed  became  unprofitable  and  they  switched  back  to  barley. 
Wben  Uie  present  prt^ram  was  applied,  the  farmer  affected  was  left  without  a 
bari^  base,  and  in  addition  those  acres  were  declared  "normal  conserving", 
thus  limitiiig  options  on  those  acres  to  either  crops  of  a  permanent  nature  or 
summer  fallow.  The  farm  which  I  manage  Is  one  such  farm.  We  have  a  barley 
base  equal  to  one  per  cent  of  our  cropland,  while  the  average  For  our  ASC 
community  la  13.7  per  cent.  Onr  conserving  base  has  been  adjusted  downward 
thnmgb  appeal,  but  It  rightfully  should  be  at  zero. 

Fanners  in  other  areas  were  growing  oats  or  rye  Instead  of  barley  during  the 
base  years,  and  have  not  been  given  a  fair  shake  on  the  substitution  privilege. 
Still  others  were  experimenting  with  safflower  or  other  crops,  and  were  thus 
left  without  a  barley  base.  The  changes  I  am  soggestlug  would  correct  these 


Secretary  Hardin  and  the  Department  staff  Is  to  be  commended  for  trying 
to  work  out  a  program  that  will  give  more  managerial  Qeilblllty  to  farmers 
and  at  the  same  time  Increase  farm  Income  without  increasing  government 
costs.  U  production  of  various  commodities  can  be  shifted  to  areas  where  they 
can  be  produced  most  efficiently  without  creating  greater  surpluses  or  great 
1  some  farmers,  the  aforementioned  goals  can  be  achieved. 
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The  propoaalit  he n-En  stated  have  been  dlBcuBned  wftti  leaden  at  the  WambiBg- 
ton  Asaoctatlon  of  Wbeat  Growers  and  with  Glen  Hofer,  and  a  copy  of  this 
letter  is  being  sent  to  them.  My  remarks  are  tbose  of  en  Indlridnal  fanner,  and 
cannut  at  thin  pDint  be  (i)nntrued  as  Wheat  Grower  policy.  I  do  feel,  howerer, 
that  Ihene  proiKXiulH  n-ould  be  fair  to  both  the  annual  and  fallow  cropping  areaa 
of  tbe  country,  and  on  this  premlw;  could  be  made  acceptable  to  a  large  fa&]ority 
of  farmer)!. 

I^'t  me  thank  ymi  again  for  attending  our  convention,  and  for  the  prtvU^K 
of  i>ersonally  meeting  yiiu  uf  ter  your  luncheon  q)eech. 
Sincerely, 

J.  L.  DBWriT. 

Tlie  CiiAiRMAX.  And  then  another  thine  that  we  might  draw  from. 
As  all  of  us  know,  tlie  farmer  can  get  a  loan  on  his  crop  and  at  the 
expiration  of  that  loan,  if  he  doesn't  take  it  over  it  goes  to  the  Com- 
modity Credit  Corporation  and  if  it  goes  there,  then  the  Commodity 
Credit  can't  sell  that  generally  at  less  than  what  the  carrying  charges 
were  plus  the  cost,  plus  at  $1.10  or  $1.05  for  cotton  and  $1.10  for  wh»t, 
so  there  you  liave  some  protection  and  you  might  consider  that  in 
fipurinff  out  the  kind  of  programs  you  have,  because  it  strikes  me  that 
we  ought  to  l)e  able  to — if  the  Commodity  Credit  Corporation  must 
take  over,  let's  say,  X  number  of  bushels  of  wheat  from  the  farmer, 
you  are  already  protected  there  because  it  can*t  be  sold  for  less  than  so 
much  over  and  aDo\e  parity  or  the  cost  and  the  carrying  charges. 

And  it  strikes  me  that  we  ought  to  be  able  to  work  some  kind  of 
protection  in  that  way,  Senator  Miller. 

You  see  the  protection  that  the  fanners  have  now  is  that  whenever 
tht'i-e  is  more  wheat  than  necessary  and  that  the  farmer  borrows  on 
tliat  commodity,  then  it  goes  to  the  Conuiiodity  Credit  and  the  Com- 
modity Credit  cant  sell  it  except  under  certain  conditions. 

Senator  Miu.Eit.  I  don't  know  whether  they  are  proposing  this  as  a 
subst  it  ute  f  or  that  or  not. 

The  Chaikm-vn',  I  ani  not  suggesting  that. 

iSeiiator  iliu-ER.  I  mean,  I  don  t  know  whether  they  are. 

The  Chairm.vn.  But  in  considering  it,  they  ought  to  take  that  into 
consideration, 

Mr.  Frederk^k.  That  is  the  part 

Senator  Yoi'Mi,  Mr.  Chuirnian,  I  wonder  if  I  could  ask  a  question. 
One  of  the  moiiit  troublesome  problems  we  have  to  deal  with  now  in 
these  programs  in  onler  to  make  them  etiuitablc  between  farmers  is 
the  conserving  acre  base.  It  dejiends  u  wliole  lot,  ilr.  Chairman,  on 
how  the  fanners  farm.  If  a.  farmer  farmed  fi-om  fence  to  fence,  he 
doesn't  have  much  of  a  conserving  base  and  it  is  easier  for  him  to 
comply. 

Another  farmer  who  complied  with  our  programs  lias  a  big  conserv- 
ing base  as  a  result  and  it  makes  it  nioi-e  <Hfficult  for  him  to  comply. 
Tliere  is  a  big  <litferpnce  in  this  between  States.  In  some  States  the 
law  was  enforced  differently  than  in  others,  so  some  States  don't  haw 
much  of  a  conserving  base  and  the  others  have  a  big  one. 

I  was  womlering  if  vou  had  any  ideas  on  that.  If  you  do,  I  would 
gn-atly  appreciate  it  it  you  would  file  it  for  the  record  as  to  how  we 
lun  deal  with  this.  In  onler  to  make  this  prt^ram  workable  we  aie 
going  to  have  to  do  s<miething  about  this  conserving  acre  base. 

Mr.  Frederick.  Of  course,  it  is  particularly  vital  to  the  wheat  pro- 
grams, and  I  think  that  it  would  be  our  recommendation,  particularly 
i  f  we  are  going  to  have  to  go  to  a  set-aside  mechanism  which  lias  been 
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proposed  by  the  Department  as  a  new  program,  that  we  would  have 
to  wipe  out  all  the  conserving  bases  we  have  today  and  start  fresh 
aad  with  new  conserving  bases  for  each  State  and  more  equitably  be- 
tween the  various  States, 

Senator  Yotjno.  The  National  Association  of  Wheat  Growers  in 
their  last  newsletter  has  figures  on  the  level  of  conserving  acre  base  in 
various  States.  I  would  like  to  put  this  in  the  record,  Montana  has 
49  percent  of  the  cropland  acres  classed  as  conserving  acres.  Wyoming, 
48;  Washington,  42;  Oregon,  40;  Colorado,  35;  Idaho,  33;  Norm 
Dakota,  24;  Kansas,  22;  Nebraska,  19;  South  Dakota,  19;  Oklahoma, 
15 ;  Texas,  only  8  percent. 

Senator  CnRTis,  What  are  those  figures  ? 

Senator  Young,  Texas,  only  8. 

Senator  Curtis.  What  are  they  about  ?  I  didn^t  hear  your  first  com- 
ment. 

Senator  Young.  Nebraska  is  one  of  the  lowest,  but  the  highest  one 
is  Montana  with  49  percent.  Many  of  these  farmers  are  idling  the  same 
land  2  years  in  a  row  in  order  to  comply.  This  is  the  sticky  problem 
we  have  to  deal  with.  The  wheat  growers  when  they  appear  will  have 
more  to  say  on  that, 

(The  document  referred  to  above  follows :) 

[Report  From  WaBbingCoD,  No.  7,  19T0] 

Natiorai.  Association  of  Wheat  Growsbs, 

February  IS,  1310. 

Deab  Wusaigboweb  1  Tbe  House  Subcommittee  oa  Livestock  and  Grains  took 
the  wheat  spgment  of  the  fann  bill  in  hand  this  week  and  began  the  laboriotis 
Job  of  reconciling  the  recommendations  from  the  liSDA  with  those  legislative 
proposals  previously  referred  to  that  subcommittee.  This  includes,  of  course,  the 
Coalition  Bill  which  was  cosponsored  in  the  House  b;  3K  Congresiimen  and  Is 
■apported  by  24  farm  organizations.  Committee  work  was  Interrupted  the  i>ast 
tew  days  by  the  absence  of  a  number  of  RepubliL-an  lawmakers  who  were  out 
making  Lincoln  Day  speeches,  but  the  labors  are  scheduled  to  begin  again  Mon- 
day. The  seesioDi  are  naturally  of  the  closed  variety  but  reports  filtering  out 
indicate  that  two  issues  which  are  proving  difficult  to  settle  revolve  around  the 
rapport  loan  level  and  the  adjustmeut  of  normal  conserving  base. 

It  has  been  NAWG's  hope  that  present  language  holding  the  loan  level  at  $1.25 
national  average  could  be  retained-  When  the  market  price  has  been  at  or  near 
loan  level  during  the  past  two  years,  snhiifautial  quantities  of  wheat  have  moved 
Into  feed  grain  channels,  and  certainly  the  constantly  splraling  production  cost 
PM  bosbel  oif  wheat  Is  threatening  to  overtake  the  blend  price  received  now  under 
the  $1.25  loan  and  lfX>%  parity  domestic  price  combination.  A  10  to  m  cent  loan 
TOlne  reduction  with  the  Inevitable  corresponding  market  reaction  could  wipe 
oat  the  pitifully  small  profit  margin  that  an  average  crop  of  wheat  now  returns 
to  tbe  producer. 

Tbe  normal  conserving  bnae  problem  Is  a  stickler  wiclcet  If  the  "set-anide"  la 
wttled  upon  as  the  method  of  controlling  production,  its  adrertised  benefit  of 
providing  more  planting  freedom  to  individual  producers  depends  entirely  upon 
their  respective  situations  in  regard  to  normal  conserving  acres.  A  look  at  the 
percentage  of  normal  conserving  acres  to  cropland  acres  In  the  NAWG  states 
■bows  how  varied  the  existing  pattern  is : 

Montana,  normal  conserving  acres  are  49%  of  cropland  acres. 

Wyoming,  normal  conserving  acres  are  48%  of  cropland  acres. 

Washington,  normal  conserving  acres  nre  42%  of  cropland  acres. 

Oregon,  normal  conserving  acres  are  40%  of  cropland  seres, 

Colorado,  normal  conserving  acres  are  35%  of  cropland  acres. 

Idaho,  normal  conserving  acres  are  33%  of  cropland  acres. 

North  Dakota,  normal  conserving  acres  are  24%  of  cropland  acres. 

~  ■  '  "e  22%  of  cropland  acres, 

are  19%  of  cropland  acres. 
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South  Dakota,  uormal  c<»uerTliiea«rea  are  10%  of  cropland  acrea. 

'Oklahoma,  normal  conservliig  acres  are  16%  of  cropland  acres. 

Tesaa,  normal  conserving  acres  are  8%  of  cropland  acres. 

United  StateB  (48  States),  normal  conserving  acres  are  23%  of  cropland  a  cm. 

Those  are  state  percentages,  but  there  are  also  cases  of  wide  variance  between 
neighboring  counties  and  sometimes  even  between  neighboring  fanus.  Obvionslj, 
Inequities  exist  and  adjustment  must  be  made  It  the  set-aside  Is  to  work  fairly. 

The  other  side  of  the  coin  la  the  fact  that  the  normal  conserving  base  Is  a 
major  element  In  production  control  and  If  too  lenient  a  hand  Is  ived  in  loosening 
the  reqnirements,  the  reaulting  production  surge  would  cause  an  ache  in  7«t  an- 
other part  of  our  anatomy. 
Cordially, 

Glen  IIofeb,  Executive  Viae  PretiOant. 

Mr.  Frederick.  There  have  been  several  promising  ones  from  the 
wheat  growers  in  tli©  State  of  Washington  filed  with  the  Deparfjo^t 
and  with  the  House  committee,  and  I  have  a  copy  of  it  and  will  he 
glad  to  file  it  with  the  Senate  committee. 

A  new  proposal  which  would  make  equal  the  conserving  base  among 
all  States. 

Sffliator  Young.  I  have  asked  the  Department  of  Agriculture  to 
make  a  studj  of  it  and  make  some  recommendations,  too. 

(For  the  information  above,  see  p.  255.) 

Tlie  Chairman.  Proceed, 

Mr.  Scott.  We  are  on  page  17. 

There  is  one  other  feature  of  the  proposed  legislation  from  the  De- 
partment that  is  most  objectionable,  and  that  is  the  metliod  of 
funding. 

5,  In  the  draft  legislation  released  by  the  Department  on  Febmaiy 
3,1970,  it  is  stated: 

Tlie  program  would  be  carried  out  through  the  Commodity  Credit  GonMra- 
tion  but  payments  could  not  be  made  unless  the  Corporation  has  received  an 
appropriation  to  cover  such  payments,  but  the  Corporation  could  Incur  oUlga- 
tions  for  making  payments  In  such  amount  as  may  be  anttiorised  In  tte 
appropriatlOD  act. 

This  would  mean  that  payments  to  producers  could  only  be  nmda 
after  specific  appropriations  were  made  by  Congress,  In  our  judg- 
ment, this  takes  farm  program  legislation  away  from  tbe  AgrictOtore 
Committees  and  places  control  over  farm  programs  in  the  hands  of  the 
Appropriations  Committees. 

I  might  say  it  is  not  with  tlie  agriculture  subcommittee  that  we 
are  concerned  but  we  are  concerned  with  the  whole  of  AppropriationB 
Committee, 

III  addition,  tlie  amount  of  money  required  for  the  farm  pro- 
grams would  not,  and  could  not,  be  known  until  after  the  farmers  have 
signed  up  in  the  programs.  This  would  mean  that  during  a  rather 
short  3-  or  4-month  period  following  program  signup,  Congress 
would  have  to  make  appropriations  in  oider  tlmt  farmers  oould  be 
paid  for  participating  in  production-control  programs,  resulting  in 
undue  burdens  on  Congress  and,  as  often  happens,  if  Congress  conld 
not  agi'ee,  or  legislation  was  delayed  by  the  pressure  of  other  business, 
fanners  would  simply  have  to  wait  for  payments. 

The  effect  on  signup  prior  to  knowing  tlie  amount  of  appropria- 
tions or,  in  fact,  if  any  moneys  at  all  would  be  appropriated  TOr  ninn 
programs,  would  greatly  reduce  producer  participation  in  the  wheat, 
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feed  grains,  and  cotton  programs,  resulting  in  ineffective  supply  nuin- 
asemenb,  lowering  of  farm  income,  accompanied  by  the  rapid  buildup 
ot  agricultural  surpluses  and  economic  hardships  to  the  commercial 
family  farm  in  America. 

LntlTATlON  OF  PATMENT8 

The  delegate  body  of  the  103d  Annual  Session  of  the  National 
Grange  pa^ed  the  following  resolution  pertaining  to  limitation  of 
payments : 

FASU  PBOaBAU  PATICBNT  UM1TATI0N8 

Supply  management  programs  In  agrlcnitnre  must  inclnde  prodncers  of  all 
acreage  or  unit  leTels  to  be  effective.  Payments  under  present  programs  to  a 
few  large  producers  has  resulted  in  unfavorable  publicity  and  creati(»i  of  an 
unfavorable  Image  of  farm  prograina,  through  misunderstanding  of  the  objectives 
and  pnri>OBe  of  Bupply  management  Farm  programs. 

We  miKt  rei'o^lze  the  Increasing  pressure  for  limitation  of  paym«ita  that  may 
arise  in  considering  new  farm  program  legislation.  We  therefore  authorize  and 
instruct  the  National  Master  and  Executive  Ckimmlttee  to  carefully  review  all 
proposals  for  parmemt  llmttatiODB;  their  effect  in  the  CMisldenitlon  and 
passage  of  farm  pr<%T-am  tegladatlon ;  and  the  effect  on  proper  adminis- 
tration asd  implenientaCdoa  of  farm  programs  and  take  such  acttom  as  will 
be  in  the  beet  interests  of  agriculture  as  a  whole. 

We  urge  that  no  payment  limitation  be  imposed  unless  workable  supply  control 
measures  be  simultaneously  developed  and  we  further  urge  that  any  payment 
limitation  that  might  be  imposed  be  such  that  tbe  constitutionality  of  the  cotton 
and  wheat  certiflcate  programs  will  not  be  Jeopardized. 

Please  allow  me  to  add  that  agricultural  support  and  adjustment 
programs  have  been  lone  recognized  as  a  means  of  strengthening  our 
national  economy  and  or  assuring  consumers  of  an  adeq^uate  sup^y  of 
food  and  fiber  to  meet  all  essential  needs  plus  an  additional  reserve 
supply  to  protect  against  shortages  which  might  otherwise  arise  from 
short  crops  or  other  unforeseeable  conditions.  Without  such  a  program, 
the  additional  reserve  supply  which  is  essential  to  protect  the  consum- 
ing public  against  food  and  fiber  shortages  would  unfairly  depress 
the  price  of  agricultural  products  and  destroy  the  productive  capability 
of  American  agriculture  and  severely  injure  our  national  economy. 

In  the  midfifties  producer  payments  were  adopted  and  used  in 
varj-ing  degrees  as  a  method  of  implementing  the  production  adjust- 
ment program.  The  carrying  out  of  price  supports  in  part  through 
the  use  or  payments  had  as  its  objective  and  effect  the  lowering  of 
the  price  of  the  commodities  in  the  marketplace  to  a  point  substantially 
below  parity  or  the  fair  market  value  which  would  have  otherwise 
resulted  from  a  loan  or  purchase-type  program. 

This  lowering  of  the  price  through  payments  had  the  effect  of 
making  our  agricultural  products  more  competitive  in  the  export 
market  and  to  a  large  degree  eliminated  export  subsidies,  but,  of  even 
greater  significance,  such  payments  served  to  reduce  the  price  of  agri- 
cultural commodities  in  the  marketplace  to  the  benefit  of  consumers. 

Thus  the  payments  to  fanners  currently  being  made  under  the 
existing  price  support  and  adjustment  pmgrams  clearly  cannot  fairly 
be  categorized  or  analogized  to  gifts  or  welfare-payments.  Tliey  are, 
in  fact,  payments  for  the  purpose  of  offsetting  the  price  reductions 
which  farmers  are  taking  for  their  products  in  the  marketplace. 
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If.  therefore,  we  are  to  obtain  and  niniiitain  tlie  production  needed 
and  an  a^icuUural  plant  capable  of  supplying  such  level  of  produc- 
tion to  constantly  assure  consuniei-s  of  an  adequate  supply  to  meet 
their  needs  nml  i^eseives  to  j)n>iect  apiinst  short  supplies,  vre  must 
maintain  an  adjustnient-suppoi-t  program  through  loans,  payments, 
or  other  Ojwrations  which  will  assure  producers  cost  of  production 
and  fair  return  for  their  products. 

Any  attempt,  therefore,  to  arbitmnly  limit  payments  or  price  sup- 
portj  except  in  relationship  to  the  quantity  pn«lnced  under  the  pro- 
duction aajnstntent  prn^am,  would  endanger  the  pi-odnrtive  capa- 
bility of  American  agriculture  to  meet  consumer  i-equii-ements  and 
would  rapidly  impair  our  national  economy  l>y  destroying  the  bal- 
ance between  agiiculture  and  the  other  segments  of  our  economy. 

If  we  have  learned  anything  in  the  past,  we  have  learned  that  the 
industrial  and  agricultural  segments  of  our  economy  are  interde- 
jiendent  and  that  one  cannot  pi-osiwr  with<mt  the  other. 

The  CiiAiRsiAN.  Did  you  testify  before  the  House  ? 

Afr.  .S<'oTT,  Yes,  we  did,  sir. 

The  Chairman.  Well,  from  what  I  understand,  the  House  will  haw 
to  pinbably  put  in  its  bill  limitation  on  payments  to  get  it  through. 

Now,  have  you  worked  sufficientlv  on  a  formula  that  you  could 
mayl»  tell  us  liow  that  could  be  done,  particularly  in  reference  to  crops 
in  wliich  payments  are  made  on  tlie  voluntary  basis,  that  is,  the  \n-o- 
gramisnn  tlie  voluntary  l)asis? 

Mr.  SaiTT.  Mr,  Cliainiiaii.  we  Inive  worked  on  it,  we  have  thought 
about  it.  discussed  it.  We  do  not  have  the  formu'a.  Hut  as  the  dele- 
jrate  body  did  feel  that  tliis  is  ii  real  serious  problem,  you  will  notice 
in  the  policy  adopte<l  at  the  session  they  gave  the  master  and  execu- 
tive committee  authority  to  work  with  programs  which  are  beinj( 
developed  and  get  in  support  of  one  that  we  felt  would  not  have  the 
effect  of  pushing  T«^)ple  out  of  the  pi-ogram. 

The  (rrange  will  support  programs  that  will  pick  up  the  contracts 
which  are  expiring  under  the  original  Soil  Bank  Act  and,  in  addition, 
urges  that  this  conmiittee  authorize  the  neces.sary  funds  to  expand 
the  two  programs  discus.sed  earlier  in  our  statement  that  will  en- 
c<iurage  long-range  conservation  of  our  natural  resources. 

However,  it  still  seems  to  us  to  be  more  fiscally  prudent  to  tie  re- 
duction of  acreage  programs,  which  are  designed  to  reduce  surpluses, 
to  the  commodity  or  commodities  which  are  being  overproduced.  In 
fact,  we  may  sav  thai  it  makes  the  most  sense  to  do  this  m  connection 
with  croi»s  which  have  a  limitation  on  ])roduction  that  is  not  ex- 
pressed in  acres  allotted  to  the  particular  crop.  Therefore,  we  submit  to 
this  committee  tliat  diversion  payments  which  are  related  to  the 
wheat  program,  for  example,  make  the  most  sense  I>ecause.  they  lead 
to  an  inevitable  and  predictable  reduction  in  the  crops. 

These,  however,  are  not  a  sufficient  basis  for  any  encouragement 
that  a  long-range  adjustment  in  agricultural  production  can  tw  ac- 
complished in  this  manner.  We  have  heard  a  great  deal  from  a  num- 
ber of  so-called  .scliolai-s  in  the  field  to  the  point  that  land  is  the  basic 
requirement  for  production  and,  therefore,  land  must  lie  retired  frwn 
production  in  order  to  adjust  the  pro<hiction  of  agriculfuml  com- 
modities to  the  demands  of  the  market. 
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The  National  Grange  wishes  to  enter  a  vigorous  dissent  to  this 
prevalent  opinion.  We  would  point  out  that  the  day  when  the  factors 
orf  production  in  order  of  importance  were  land,  lal>or,  and  capital  has 
been  completely  outlived  and  the  reverse  is  now  true,  because  a  most 
ifflportant  factor  in  production  is  now  capital,  with  labor  second  and 
Imnd  third. 

A  more  positive  program  would  be  the  use  of  our  productive  and 
marketing  know-how  to  expand  the  use  of  American  agricultural 
production  in  food-deficient  areas  of  the  world. 

This  would  include  the  use  of  food  for  capita!  to  pay  for  labor 
and  to  be  the  basis  of  investment;  it  would  include  expanded  food 
relief  programs,  both  at  home  and  abroad,  and  it  would  have  as 
its  objective  the  adequate  nutrition  of  all  of  the  people  of  the  world. 
The  locking  up  of  the  productive  facilities  of  American  agriculture  in 
a  permanent  program  of  acreage  reserves  is  uneonscionabfe  in  a  needy 
world.  Temporary  expediency,  of  course,  requires  that  this  be  done 
now.  As  a  solution  to  our  food  surplus  problem,  it  would  appear  to 
this  witness  and  his  organization  that  the  latter  is  highly  preferable. 

The  National  Grange  commends  this  administration,  especially  the 
President  and  Agriculture  Secretary  Clift'ord  Hardin,  and  this  com- 
mittee, the  chairman,  and  the  Congress,  for  proposing  a  decisive  shift 
toward  more  food  aid  for  the  undernourished. 

Tlie  biggest  increase  in  the  proposed  T^SDA  budget  for  fiscal  1971  is 
In  the  food  stami>s  plan,  which  will  more  than  double,  if  Congress  ap- 
proves the  $l,2f)  billion  provided  in  the  budget.  The  pi-ogram  would 
then  reach  7.5  million  people,  i  million  more  than  in  this  fiscal  year 
and  double  the  number  re«chedin  fiscal  19fi9. 

Increases  are  planned,  also,  in  direct  food  disbursement,  school 
lunch,  and  other  child  nutrition  programs.  The  total  for  child  nu- 
trition is  projected  at  $572  million.  Free  milk  for  children  in  schools 
in  low-income  areas  probably  will  be  continued  and  expanded.  Al- 
tc^ther,  USDA  would  be  spending  about  $-2  billion  of  the  $8  bil- 
lion budget  on  food  aid. 

The  above  program  proposal  in  the  TTSDA  budget  will  have  the 
full  support  of  the  National  Grange.  In  addition,  we  will  urge  that 
the  special  school  milk  program  be  continued  and  funded  at  $125 
million  and  that  Public  Law  480  be  made  permanent  and  funded 
at  its  present  level.  In  our  efforts  to  combat  hunger  and  malnutri- 
tion here  at  home,  we  cannot  forget  the  needs  of  our  brothers  in 
foreign  lands  who  also  are  suffermg  from  the  lack  of  life's  most 
important  necessity,  plus  having  the  misfortune  of  living  in  an  un- 
derdeveloped land  that  needs  food  aid  assistance  in  its  struggle 
for  development 

To  adopt  a  land  retirement  program  on  the  basis  of  a  permanent 
solution  to  the  problems  of  agriculture  by  this  committee  ivould 
seem  to  be  premature  and  inconsistent  with  policies  of  national  and 
international  welfare. 

What  we  are  saying  is  that  we  will  give  enthusiastic  endorse- 
ment and  support  to  those  programs  which  are  permanent  in  na- 
ture, which  remove  for  the  foreseeable  future  land  from  production 
»nd  put  it  into  productive  use  that  is  not  confined  to  the  production 
of  agricultural  conunodities. 
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However,  the  whole  farm  retirement  concept  is  one  which  needs 
to  be  most  carefully  considered,  because  this  is  the  one  which  sIbo 
retires  the  vill^e  ousinessman,  and  makes  it  most  severe  impact 
upon  a  community.  However,  we  recognize  that  there  are  points  be- 
Tond  which  the  partial  retirement  of  a  farm  is  not  longer  practical, 
because  of  the  requirements  for  machinery  which  would  still  remain. 

Such  a  program  as  is  conceived  and  carried  out  must  contribute 
to  rural  welfare,  instead  of  contributing  to  a  decline  of  the  welfare 
of  rural  people.  That  means^  in  other  words,  that  again  it  must  be 
correlated  with  efforts  to  disperse  industry  and  provide  enMiIoy- 
mwit  opportunities  in  rural  areas.  The  social  and  emotional  nictor 
of  the  displacement  of  people  must  be  given  equal  consideratitm 
with  the  economic  desirability  of  some  of  these  programs. 

It  would  appear  to  us  that  it  would  be  poe^ble  to  use  land  as 
capital  for  community  development  and  to  make  available  land 
a  basis  for  the  dispersal  of  industry  and  to  attract  this  industry  into 
the  rural  areas. 

However,  the  Grange  would  hold  that  this  must  be  done  witi 
considerable  caution  and  that  we  must  not  permit  this  kind  of  a 
program  to  be  a  refuge  for  fugitive  industry  whose  excuse  for  mov- 
mg  from  one  area  to  another  is  only  that  they  are  trying  to  avoid 
the  responsibilities  for  paying  a  living  wage  to  the  peopw  who  are 
employed  in  these  areas. 

By  and  large,  the  moving  of  industries  from  place  to  place  has  not 
solved  any  of  the  problems  of  American  life.  Indeed,  in  many  instances 
they  have  intensified  these  problems.  However,  within  the  concept 
which  was  developed  by  the  Area  Redevelopment  Administration, 
the  placing  of  expanded  facilities  for  existing  plants  in  other  areas 
where  there  are  supplies  of  labor,  and  the  paying  in  other  areas  where 
there  are  supplies  of  labor,  and  the  paying  to  the  labor  in  these  new 
areas  a  wage  consistent  with  that  whicli  is  paid  in  other  plants  owned 
by  the  same  company,  is  a  positive  and  constructive  method  of  solving 
some  of  the  problems  of  both  our  rural  and  urban  communities. 

Much  has  been  said  about  the  cost  of  current  programs  and  that 
we  in  agriculture  must  continue  to  do  what  we  have  been  doing — ^but 
on  less  money.  We  will  grant  that  the  cost  does  seem  rather  substantial, 
but  it  has  not  been  a  critical  factor  in  our  economy. 

In  fact,  in  a  publication  by  the  Economic  Research  Service,  USDA, 
A])ril  1068,  entitled  "Estimates  of  Farm  Production,  Prices  and  In- 
come, 1961--67,  in  the  Absence  of  Farm  Programs,"  states : 

Tbe  impact  on  net  farm  Income  under  the  "free  market"  rondltlons  would 
have  been  even  greater  than  the  Impact  on  production  and  prices.  Increased 
volume  of  markets  would  have  held  gross  realized  farm  Income  during  indlTidnai 
Bt«d,T  years  at  lerpis  of  SO  to  90  percent  of  their  actual  1961-67  levels.  Net 
realized  farm  Income,  however,  would  have  declined  sharply.  It  wonld  haw 
been  an  estimated  7B  [Percent  of  the  actual  In  lOftl.  and  54  percent  of  the  actual 
In  Ififi?  an  the  cumulative  impacts  of  lower  livestock  prices  were  fully  realised. 

For  the  entire  period  of  Htfil-(17.  net  realized  farm  Incomes  nnder  actnal 
farm  programs  totaled  to  9-').4  hilllon.  l.nder  the  "free  market"  situation,  net 
realized  fnnn  Income  was  estimated  at  560.9  billion.  Thus,  net  realised  farm 
Income  would  have  been  lower  by  a  total  of  86  percent  between  1961  and  186T 
if  farm  price  supports,  acreage  diversion,  and  export  subsidy  programs  bid 
been  eliminated. 
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Likewise,  in  a  similar  publication  by  the  Department  of  Asiriculture 
entitled  "Summary — ^Farm  Prt^am  Needs,  196S-70,"  ManSi  1967,  it 
states: 

A<rlcnltnre's  Bnrplna  problem  bae  been  edgnlflcantlr  dimlnlslied,  ae  a  resnlt- 
of  Uie  eliminatloa  of  tbe  enrpltis  carryover  stocks.  According  to  earlier  studies, 
U  fium  programs — botb  annual  and  long-term  dlverelon—had  been  terminated 
In  eailler  years  wblle  these  large  snrpliis  carrfover  stocks  were  hanging  over 
tbe  mailtet,  net  realized  farm  income  would  have  been  reduced  about  GO  percent. 
TUB  analTSIs  indicates  that  with  tbe  elimination  of  surplus  grain  stocks,  if  the- 
anooal  programs  were  now  terminated — while  continuing  the  long-term  cropland' 
dlmskm  programs — realized  net  farm  Income  would  be  rednced  by  over  80 


Net  farm  Income  would  fall  by  more  than  $5  billion  from  the  1966  level.  But 
Ooremmoit  costs  of  tbe  farm  programs  would  be  reduced  by  only  $3  billion.  Thus 
the  decline  In  farm  income  would  be  substantially  greater  than  the  reduction  In 
GoTemment  c08t& 

Socb  a  decline  tn  net  income  obTiously  would  have  an  advene  effect  on  farm 
land  values.  Farmers'  net  worth  probably  would  decline  mncb  more  than  the  re- 
dDctitMi  in  net  lnc<ane. 

In  light  of  these  studies,  we  would  submit  to  the  committee  that 
farm  programs,  in  fact  have  paid  in  the  national  interest  and  have 
not  been  as  costly  as  the  bare  figures  published  would  indicate. 

In  connection  with  some  proposed  farm  legislation,  aeveral  studies 
have  been  discussed  regarding  cost  of  long-term  whole- farm  land  re- 
tirement. The  studies  referred  to  are  "Farm  Programs  for  the  ISTO's," 
CAED  Report  No.  32,  from  Iowa  State  University  and  "Analysis  of  a 
General  Cropland  Retirement  Program,"  ERS-3777,  May  1968. 

The  above  studies  indicated  that  it  would  take  between  60  and  70 
million  acres  placed  in  a  cropland  retirement  program,  at  a  cost  of 
between  $1.2  billion  and  $1.4  billion  to  the  Government 

The  EKS  study  concludes : 

More  than  70  million  acres  would  have  to  be  retired  from  total  crop  production 
to  balance  supplies  with  market  demands  at  1967  prices.  Also,  special  provisions 
would  be  leQulred  to  achieve  a  balanced  reduction  of  wheat,  feed  grains,  and 
cotton. 

Because  of  the  attractiveness  of  the  low  estimated  cost  of  such 
programs,  they  have  received  wide  publicity  and  much  support  from 
various  segments  of  our  economy  and  educational  institutions.  How- 
ever, with  the  present  programs  diverting  in  excess  of  60  million  acres, 
we  failed  to  see  in  tlie  programs  any  real  promise  of  a  success  in 
supply -management  and  certainly  no  increase  or  improvement  in  pres- 
ent farm  prices.  In  addition,  we  felt  that  the  cost  estimates  were  un- 
derestimated bv  a  considerable  margin  if,  in  fact,  productive  land  was 
to  be  removed  from  crop  use. 

In  a  letter  to  Senator  George  McGovem  from  tlie  Legislative  Ref- 
erence Service  of  the  Library  of  Congress,  our  doubts  about  the 
program  cost  in  relationship  to  farm  price  levels  were  substantiated. 

nnie  letter  from  the  specialist  stated : 

Although  tbe  Iowa  State  study  states,  "Tbe  60  million  acre  retirement  plan 
would  provide  a  net  Income  for  agriculture  In  aggregate  at  about  the  1967  level," 
a  majority  of  a  small  group  of  unlveraity  and  U.S.  Department  of  Agriculture 
economists,  in  reviewing  these  studies  repently,  expressed  reservations  with 
respect  to  this  conclusion. 

Tills  group  has  not,  as  yet,  filed  a  written  report,  but  a  majority  of  them, 
after  reviewing  the  methodology  of  these  studies,  concluded  that  substantially 


),Googlc 


262 

more  than  TO  million  aoree  of  cri^land  wonld  have  to  be  retired  to  ( 
Kuiiplr  adjustment  of  ttie  |)ri(.'e-sup|>orted  crops,  cottoa,  wbeat,  fwd  gnliu,  and 
pHi^tieans,  wbicb  would  assure  tbem  prloeH  and  incouips  comparable  to  thoae 
Llitulned  In  llMlTi-fW. 

Senator  Yoixii.  This  wonld  be  based  on  tlie  expectation  that  im- 
ports could  lie  kept  at  tlie  present  level  and  Jint  increased,  wouldn't 
It;  If  we  retire  acreafre  liere  and  had  no  proti-ction  against  imports, 
yoii  would  fail. 

Mr.  Frkokrick,  I  don't  know,  Senator,  whether  that  was  a  criterion 
in  thi.s  metluKl  .sindv  or  not,  hnt  it  wonld  seem  that  it  would  be. 

Senator  Mii,i-kb.  ilr.  ('hairinan.  could  I  ask  a  question  on  that  point! 
Do  vou  agree  witli  tliat  "0  million  figure? 

y'lr.  SwviT.  That  7"  million  wonld  do  the  job.  yon  mean? 

Senator  Miij.ki:.  I  mean,  is  this  what  the  Grange  envisions  would 
happen  under  the  bill  yon  are  testifying  in  behalf  of  ? 

The  Cii.MRM.vx.  Xo.  You  are  quoting  from  a  reiiort. 

Senator  NriiiLRR.  They  are  quoting  from  the  Iowa  State  report.  I 
want  to  know  what  the— ^ — 

Mr.  ScoiT.  We  are  now  quoting  from  a  letter  from  the  T^ibrarj* 
of  Congress, 

Senator  Mir,i,KR.  Well  then,  you  lia<l  another  study  in  there  from 
Iowa  State.  Well,  in  any  event,  I  want  t<i  know  wliat  is  the  target 
on  acreage  retirement  that  the  Grange  thinks  is  necessary?  Do  you 
agree  that  the  70  million  acres  is  the  target  ? 

Mr.  Scott.  Senator,  we  don't  think  that  the  agricultural  revolntion 
which  has  removed  acreage  is  a  good  ride,  or  yardstick,  lieoauf^  of  the 
other  factors  which  enter  into  production  today.  New  varieties,  new 
opportunities,  fertilizer,  and  everything  else.  And  esi»ciallv  under 
this  type  of  land  retirement  where  they  are  bidding  for  the  lands  to 
be  retired,  the  less  i)roductive  acres  would  lie  retired  first  and  they 
would  not  even  affect  production,  in  other  words,  GO  million  acres 
retired  under  this  program  would  not  necessarily  represent  as  much 
reduction  in  production  as  the  present  program  type  of  retirement 
does. 

Senator  Milij:r.  Well,  suppose  this  bill  is  enacted !  How  many  acres 
would  vou  think  would  be  the  target  for  li)71  retirement! 

Afr.  f'REDERiCK.  Which  bill  are  you  referring  to  ? 

Senator  Mii.i.kr.  Theone  v""  are  testifying  in  behalf  of. 

Mr.  Fredbrick.  The  coalition  bill,  leaves  the  explained  adjustment 
amount  up  to  the  discretion  of  the  Secretary.  We  haven't  done  any- 
thing on  a  specific  amount. 

Senator  Millkr.  I  know  it  is  under  the  discretion  of  the  Secrettrr 
Imt  I  wonder  if  you  have  anything  in  mind  almut  how  much  woul3 
be  retii'ed. 

Mr.  FREOERirK,  At  the  present  time,  with  all  programs,  including 
all  the  feed  grain  programs,  wheat,  cotton,  in  excess  of  60  million 
acres  retired  in  lOfiR.  So  that  if  we  are  going  to  maintain  present 
price  levels,  we  would  have  to  do  at  least  that  nnich,  if  not.  more. 

The  first  Iowa  study  was  .saving  .lO  to  60  million  acres  would  main- 
tain price  levels.  Snbse<iuently,  in  studies  from  Iowa,  and  at  tliis 
meeting  that  was  held  in  Washington  which  w©  are  quoting  from 
now,  they  are  saying  that  to  maintain  price  levels  at  the  1965-68 
price  levels,  you  would  have  to  go  perhaps  as  high  as  90  million  if    ; 
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whole  farmland  retirement  was  to  be  substituted  for  present  farm 
programs,  and  that  was  the  basis  for  the  Iowa  study. 

Senator  MiLiJat.  I  know  you  can  get  all  involved  in  wliether  vou 
are  going  to  retire  productive  land  or  marginal  land  or  semiprodue- 
tive  land,  but  in  tlie  present  state  of  affairs,  you  say  it  is  upward, 
nearer  60.  I  understood  it  was  somewhere  around  50  million,  slightij 
in  excess  of  50  million.  And  it  would  be  your  thought  that — -that  is 
what  the  staff  gave  me  yesterday,  but  for  the  sake  of  discussion  here, 
it  would  be  your  thought  that  the  same  amount  of  acreage  would 
probably — and  the  same  type  of  acreage  wotild  have  to  be  retired 
next  year  and  would  lie  retired  under  tnis  bill  you  are  testifying  in 
behalf  of. 

Mr.  Frederick.  I  believe  it  would  run  around  the  same  number. 

The  CiiAiKsiAN.  AVe  might  get  an  answer  from  the  Farm  Bureau 
tomorrow,  Theii-s  is  based  on  the^ 

Mr.  Frederick.  In  our  leTislatioii  H  wmilc'.  deiiend  on  how  much 
money  was  funded  for  cropland  adjustment.  A  program  which  has 
not  l>een  funded  in  the  past  2  years.  It  would  depend  on  how  much 
waa  funded  for  conservation  of  our  laud  resourse  through  cropland 
adjustment. 

Senator  Miuj:r,  Well,  what  would  be  the  Grange's  idea  of  the  mnst 
desirable  mix  ?  Do  you  want  to  have  this  Copland  retirement  program 
fully  funded?  Do  you  want  to  baie  the  conservation  reserve  fully 
funded,  the  soil  bank  returned,  or  what?  I  would  appreciate  it  if  you 
could  give  us  some  expression  of  what  you  would  recommend  to  the 
Secretary  of  Agriculture  be  the  mix  in  retired  acreage  under  this  bill 
to  achieve  the  optimum  results. 

Mr.  Frederick.  We  have  not  put  in  any  figures,  but  earlier  in  our 
statement 

Tlie  Chairman.  Suppose  you  put  it  in  in  conneclion  with  this  after 
you  give  it  a  little  study. 

Mr.  Frederick.  We  will  be  glad  to  do  so.  I  don't  think  we  will  come 
up  with  an  exact  n«ml)er  of  acres. 

The  Chairan.  Just  give  us  an  idea. 

Senator  Mn,LER,  I  think  it  would  be  helpful  to  find  out  what  ve 
are  talking  about  here. 

Sir.  Scott.  We  have  felt  that  increased  funding  for  conservation  re- 
serve would  have  been  advisable. 

Senator  Miller.  Well,  how  much  increase  ?  Give  us  your  thoughts  on 
it.  That  is  what  I  would  like. 

Mr.  SroTT.  Bob.  will  you  take  a  note  on  that. 

( For  the  information  above,  see  p.  251.) 

Mr.  Scorr.  Inasmuch  as  we  have  discussed  on  this  page  27  here,  and. 
Senator,  it  is  starting  to  get  late,  I  will  skip  over  the  rest  of  page  27 
which  was  all  dealing  with  this  subject. 

Going  over  to  the  middle  of  page  28,  it  has  been  suggested  that  the 
cost  of  such  programs  to  the  Government  can  be  reduced  by  permitting 
grazing  on  cropland  placed  in  land  retirement  programs. 

One  of  the  brightest  spots  in  American  agriculture  is  the  livestoik 
industry.  We  feel  this  has  been  brought  about  by  several  factors,  the 
first  of  which  is  the  tremendous  effort  on  the  part  of  the  meat  industry, 
through  advertising,  to  increase  the  per  capita  consumption  of  red 
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Second,  they  hare  been  benefited  by  the  Food  and  Agricultare  Act 
of  1965  which  has  provided  a  stable  and  reascoiable  price  for  feed 
grains. 

Third,  we  feel  that  food  stamps  and  food  distribation  programs 
have  started  and  helped  develop  new  eating  habits  and  improved  diets 
of  American  consumers  who,  up  until  this  tune  and  until  such  programs 
were  available,  did  not  have  or  could  not  afford  red  meat. 

Now  we  find  being  advocated  and  arising  in  American  agriculture 
a  new  horse  to  ride.  Tliat  horse  is  the  beef  cow.  There  seem  to  be  aome 
indications  that  all  problems  in  American  agriculture  now  can  be 
solved  by  shifting  resources  out  of  certain  factions  of  agricultunl 
production  into  beef  cattle  production.  This  is  now  the  panacea  fortite 
solving  of  farm  problems.  Gentlemen  it  is  just  not  so,  for  in  the 
immediate  future,  taking  diverted  acreage  or  whole-farm  land  reitire- 
ment  or  easement  retirement,  or  whatever  type  of  long-range  land 
retirement  you  wish  to  call  it,  and  putting  it  into  grsss  is  not  going  to 
increase  inunediatel;  the  amount  of  beef  and  tiweby  bring  about  a 
decreafie  in  the  price  of  beef. 

We  have  to  look  at  cattle  numbers.  To  increase  the  number  of  cattle 
available  for  slaughter  in  the  future,  we  must  increase  our  cow  herds, 
and  to  increase  the  cow  herds,  we  will  have  to  start  taking  heifers  off 
the  cattle  markeit,  instead  of  taking  them  to  slaughter.  Ta  doing  so, 
We  would  face  immediate  and  sharp  increases  in  iSa  price  of  beet  be- 
cause of  the  decrease  in  supply. 

Such  programs  entered  into  without  a  considerable  amount  of  plan- 
ning or  forethought  lead  to,  first,  a  rapid  increase  in  coat  of  beef 
because  of  the  decrease  in  numbers  by  withdrawing  the  heifers;  sec- 
ond, such  programs  in  the  long  run,  if  we  encourage  overproduction 
by  grazing,  will  bring  beef  back  down  to  the  disastrous  price  of  19 
cents  a  pound  and  kill  a  prosperous  segment  of  agriculture.  You  can- 
not solve  American  farm  problems  by  sliifting  from  one  crop  to 
another  any  more  tlian  you  can  solve  American  farm  problems  in 
foreign  ports  through  an  unrealistic  export  policy. 

It  is  for  these  reasons  that  the  National  Grange  must  oppose  any 
legislation  that  contains  a  plan  for  long-range- whole-farm  land  re- 
tirement OS  a  substitute  for  the  pi-esent  commodity  programs.  We  be- 
lieve it  is  a  wiser  use  of  funds  to  divert  productive  cropland  than  to 
start  an  exi)crimental  long-range  land  retirement  progrtun  by  buying 
cropping  rights  from  pi-oducers. 

CONCLUSION 

It  is  stated  in  Ecclesiastefi  4:10,  "Woe  to  him  that  is  alone  when  he 
falleth,  for  he  hath  not  anot-lier  to  help  him  up."  This  is  about  where 
American  agriculture  is  today.  Those  of  us  who  have  lived  tJirough 
the  agricultural  revolution,  who  liave  seen  the  abundance  possible,  are    - 
suffering  as  the  result  of  it. 
Senator  Mii.ler.  Mr.  Chairman,  may  I  ask  a  quesdont 
I  don't  want  to  differ  with  Ecclesiastes,  but  do  you  have  any 
thoughts  on  shifting  away  in  part  from  this  year-to-year  retinatent 
or  acreage  diversion  program  into  longer  term  contracts,  8,  B  and  10 
years? 
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Iowa  State  UiUTersity  in  their  stnd;  of  Noveanber  1968  recom- 
mended that  Icmger  term  contracts  rather  than  the  1-year  approach 
be  put  into  this  mix  to  be  more  effective  in  achieving  a  control  over 
production. 

Mr.  Frederick,  Well,  before  you  came  into  the  room,  Senator  Miller, 
we  put  forth  Grange  policy  that  we  would  be  williM  to  pick  up  and 
see  reinstated  land  that  has  been  in  long-range  cropland  adjustment, 
pick  up  these  contracts  and  see  this  program  funded.  It  hasnt  been 
fnnded  for  the  last  several  years. 

Senator  Miller.  Those  are  10  years.  Kow,  what  about  in  addition 
to  that^  Instead  of  making  contracts  with  fanners  for  an  annual  acre- 
age diversion  program,  what  if  we  shifted  some  of  that  into  3  or  6  or 
maybe  even  10  years  ? 

Mr.  Frederick.  We  have  stated  in  oar  statement  that  the  Grange 
position  is  that  by  taking  wheat  land  out  of  wheat  production,  taking 
com  land  out  of  com  pr<^uction,  and  cotton  land  out  of  cotton  produc- 
tion, that  is  a  better  method  of  controlling  production  than  oy  just 
taking  land,  period,  out  of  production. 

Senator  Miller.  That  is  right,  but  would  you  do  this  under  a  3-,  6-, 
or  10-year  contract  period  rather  than  a  1-year  period,  or  would  you 
advocate  some  it  in  the  mix  ? 

Mr.  Frederick.  I  think  most  has  tA  be  annual  because  of  the  needs 
and  adjustments.  We  don't  reach  up  on  the  shelf  and  take  off  farm 
products.  Farm  production  is  responsive  to  nature.  Most  of  it  there- 
fore, has  to  be  on  the  annual  diversion. 

Senator  Miller.  When  you  say  "most",  say  it  was  75  percent  that 
way  and  25  percent  under  5-year  contracts. 

Mr.  Frederick.  The  Grange  doesn't  have  at  its  disposal  the  ex- 
pertise to  sit  down  and  figure  this  out  for  the  entire  agricultural  pro- 
duction areas  of  the  Unit^  States. 

The  Chairman.  We  must  go  vote  now.  I  wonder  if  you  could  con- 
clude your  statement,  if  you  desire.  We  have  another  witness  this  eve- 
ning. I  thought  you  womd  highlight  most  of  it.  It  ia  quite  long. 

Mr.  Scott.  In  conclusion,  Senator,  in  the  short  run  our  choices 
amount  to  an  economic  and  political  dilemma.  With  voluntary  pro- 
grams, we  must  have  supply  management  control.  And  over  on  page 
32  we  say  that  the  Grange,  of  course,  as  you  know,  strongly  supports 
the  extension  of  the  Fooa  ajid  Agriculture  Act,  as  amended  by  a.  3068, 
aa  permanent  legislation. 

There  is  a  great  need  for  the  farmer  being  able  to  maintain — being 
able  to  plan  into  the  future  instead  of  facing  a  deadline  in  a  program 
such  as  we  face  right  now.  We  don't  stand  alone  in  this  proceeding,  as 
you  know.  There  is  a  combined  effort  of  26  farm  organizations  now 
and  commodity  groups  that  met  with  us  and  developed  this  program 
of  unity  r^arding  future  farm  legislation. 

We  ask  for  your  thoughtful  consideration  of  views  of  American  ag- 
riculture and  your  advice  on  future  deliberations  of  the  farm  coalition. 
We  wish  to  thank  you,  Senator  EUender  and  the  committee,  for  your 
many  years  of  workmg  so  diligently  for  and  with  agriculture  in  this 
field  of  legislation.  We  wish  to  thank  each  and  every  member  of  Uie 
committee  for  many  of  you  have  put  in  long  years  and  long  days  and 
nights  of  labor  in  this  work.  We  know  and  appreciate  the  terrific  job 
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that  lies  ahead  and  we  feet  that  out  of  these  hearuigs  will  come  a  real 
consensus  farm  bill  thut  will  meet  the  needs  of  the  producer  and  the 


Thank  you,  Mr.  Chairman,  for  being  so  patient  with  this  rather  long 
testimony. 

The  Chairman.  That  goes  for  the  wliole  conmiittee. 

Mr.  Scott.  The  appendices  are  here  for  your  information  and  we 
hope  they  will  be  in  the  record. 

The  Chairman.  You  have  some  data  attached  to  your  atatamrait  and 
it  will  be  filed  for  the  record. 

Mr.  Scott,  Thank  you,  sir, 

(The  attachments  referred  to  above  are  as  folloira:) 


"Gross  and  net  farm  income  are  up  from  1868  levels,  with  the  parity  ratio  at 
M%.  Willie  tbe  itarit.r  r:itiu  of  Ini^Hue  t)etweeD  farm  and  Don-fann  people  abowa 
It  steady  gain  from  .'i.1%  in  1!)W,  it  must  be  refilled  tills  la  tlie  result  of  many 
fuctura — relatively  liigber  prU-es  for  meat  and  poulto-  produrts  and  dlrlaion  of 
net  farm  ini'ome  umimg  fewer  furmers.  Realized  net  farm  income  la  aeoond  blgb- 
wt  In  hlstorj-  ugHin  the  result  of  many  factors—including  the  contribntlon  made 
by  thf  IJraiiip'-orli'nted  farm  pnigninis.  However,  fumi  income  la  still  far  beloiv 
ttie  t^ultalile  flnnnciiil  reward  agricuitore  desires  for  tbe  efflcieot  production  of 
food  and  h^ier. 

"Tlierefiiri'.  the  (IruiiKe  supports  the  extension  of  the  Food  and  Agricoltnre  Act 
of  IDG-')  as  ti  iiasic  fiinu  tircigrain.  History  has  iiroven  over  and  over  In  rwent 
limes  tliat  orderly  nmrkelliig  alone  cannot  bring  a  reBSi>nal)Ie  mid  fair  return  tn 
UKrti-ultnre  when  the  agricultural  iilnnt  pro(Iufe<l  more  of  a  givra  product  thoii 
the  market  i-ouUl  absorb.  I'rice  tinier  volume  in  an  excessive  surplus  situation 
has  never  meant  more  Income  from  u  given  crop  After  tlie  favorable  market  price 
rciictlim  to  a  liiUiinced  supply  and  demand  $dtuatioti  hs  experienced  in  1^66. 
American  farmers  will  do  all  they  can  to  maintain  the  fiivorable  market  pricv 
levels  which  were  reii<-hed.  by  controlling  production  and  at  the  same  time, 
produce  tbe  additional  <)unntitlen  desired  for  export,  provided  such  additional 
liroduction  is  not  |M>rniltted  to  adversely  aftect  prices  on  the  domestic  market. 

■The  National  Orange  vigorously  snpportH  a  Consumer  I'mtection  RMerve  of 
f<Kid  and  filter,  as  cimtainisl  in  !^.  Wtl8.  isolated  frcm  tbe  market  in  such  a  way 
that  IM  relwise  I'ould  not  be  obtnlnnl  ei<*pt  al  a  parity  price  level.  This  very 
sensible  emergency  n>serve  of  fond  and  fitier  would  uiake  posRlble  the  setting  of 
liroduction  goals  fur  these  commodities  much  closer  to  actual  need  without  fear 
of  jeopardizing  the  managed  abimdancc  of  food  supplies  that  has  resulted  In  the 
lonsunier  esjicndlng  a  little  over  1B%  of  his  extiendable  Income  for  food,  and  at 
the  same  time  to  maintain  an  emergency  n-serve  to  meet  any  world  demand. 

"Tlie  fJrnnge  believes  a  voluntary  Hupi>ly-managenient  program  of  basic  cmiiR 
is  workable.  However,  such  a  program  must  have  sufficient  incentive  by  direr' 
iwiynients  to  producers  to  generate  a  high  percentage  of  participation. 

"The  Orange  reaffirms  Its  liellef  in  the  fomlly-type  farm  aystem,  not  only  bf 
very  ptB^^ent  in  the  production  of  food  and  fltier,  but  ns  the  backbone  of  the  niml 
soi'iety  coiiipriwinK  rnnil  America. 

"Tlie  tirnnge  does  not  envision  ii  BtHtt<-  size  family  farm  system,  but  r.ithcr 
gn)wlng  farms  bi-cause  of  ever-devel oping  new  technology,  larger  machinery  aail 
untomnlion. 

"Seventy  [H-rcent  of  our  iiojinlation  Is  already  Jammed  onto  two  percent  of  the 
land.  .\nd  we  face  1  he  |ioKHlbllity  that  another  80  million  people  will  have  to  J"In 
them  In  the  next  .tO  yiiirs. 

"Many  iieoi.le  sn.v  this  shift  to  tbe  cities  is  a  historical  and  world-wide  pat- 
tern. Inevitable  in  a  modern  society.  Some  say  it  la  deairalile.  But  more  are  nay 
ing  it  Is  not  in  tbe  national  Interest,  is  not  Inevitable,  and  is  not  dealrahle. 

"Insti'iid  of  .iaiiinilng  more  iieople  in  big  cities.  heapinK  up  their  prolilemR 
already   almost   insumiountable,   tbe   Orange  recnmmendK  tliat  Industry  tnil 
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le  out  to  mral  America  and  strengtben  our  rural  society  tbat  rests 

on  a  thriving  family  farm  system. 

"I^rge  corporate  stmctores  in  food  processing  and  retailing  are  demanding 
s  large  volume  of  a  given  produt-t  of  specified  quality,  at  tlie  time  they  want 
It.  They  are  finding  it  advantageous  to  Lave  control  of  their  source  of  food 
pradQctlon  by  ownintr  and  operating  land  and  feeding  livestock  worked  by 
wage  labor,  or  through  contracts.  Either  way  leaves  the  fanner's  role  as  little 
more  than  a  hired  man.  However,  family  farmers  can  supply  the  needs  of 
the  big  corporate  structure  hj  organizing  horizontally  and  marketing  through 
Sroup  action. 

"The  Grange  recommends  and  urges  that  agricultural  producers  form  mar- 
keting  groups,  using  present  cooperative  structures,  but  new  ones  where  nec- 
essary.   Also,   to   support   legislation   tbat    would   strengthen   producer  group 

To  date,  the  Act  of  "65  has  not  entirely  corrected  the  basic  problem  facing 
modern  agriculture. 

The  ineQuity  tbat  is  built  into  our  economy  by  legislation  which  has  been 
deiSigned  to  improve  the  income  of  business  and  the  wages  of  labor  without 
correspondingly  building  and  making  Improvements  on  the  Income  situation 
rf  the  American  farmer  must  be  corrected.  The  cost  of  the  products  that  farmers 
boy  has  little  relation  to  the  law  of  supply  and  demand.  The  aupply-manage- 
mMit  of  labor  and  the  production  controls  of  industry  efFecUvely  counteract 
tbe  so-called  "automatic  stabilizers"  which  are  a  part  of  the  "supply  and  demand" 
theory  of  economic  distribution. 

The  Agriculture  Act  of  VMTi  has  been  severely  critldaed  by  the  public  and 
some  farm  organizations  because  it  has  not  returned  to  the  farmer  tbe  in- 
crease In  net  income  we  all  would  have  liked  to  have  seen.  However,  this  is  the 
result  of  the  cost-price  squeeze  in  which  American  agriculture  finds  Itself  caught. 
We  would  like  to  point  out  that  the  Agriculture  Act  of  1965  was  not  meant  to, 
and  certainly  cannot,  stop  the  cost-price  squeeze  tbat  lias  hit  hardest  at  agrl- 
cultnrBl  net  Income.  This  is  brought  about  by  conditions  of  our  economy  far 
outside  tbe  control  of  the  American  farmer. 

An  article  appearing  in  the  Febiiiiiry  2,  lilTO  Wall  Street  Journal  tells  the 
story  of  farm  Income ; 

"WASHINGTON— Tbe  index  of  prices  paid  by  farmers  rose  1.5%  in  the 
month  ended  Jan.  15,  the  biggest  jump  In  Ifi  years,  the  Agriculture  Department 
reported. 

"The  Index,  which  covers  prices  iwid  by  fiirniers  fur  conuiLoditle.'i  and  services 
as  well  as  interest,  tuxes  and  fnrm-wiige  rates,  thus  set  another  record  and 
was  .".%  above  a  year  earlier.  The  department  said  the  maji-r  part  of  the  latent 
month's  increase  was  due  tii  higher  taxes,  interest  rates  inul  wages. 

"Dnrlng  the  late-1  month,  the  Index  of  prli-es  received  by  fanners  went  Up 
by  a  more  modest  one-third  of  lr4-  from  raid-December,  though  tbe  new  level 
is  the  highest  since  September  1932  and  9%  above  January  1960.  Higher  pricee 
for  cattle  and  bogs  were  chiefly  resi>onsible  for  tbe  rise.  These  increases  weri 
iwrtially  offset  by  seasonally  lower  prices  for  eggs  and  cotton. 

"Sr»«(Me  fortii  cojtfi  roie  at  a  fa^trr  rate  than  farm  pricrt,  the  farm-paritu 
ratio,  or  farmers'  bilging  power,  droppeii  tn  7.5  tn  mid-Januaru  from  76  a  wonth 
earlier,  but  trait  utill  ahorc  the  7i  rmirderl  iti  January  1969.  The  adjusted  parity 
ratio  alxo  fell  one  point  dnrinn  the  month,  to  81.  In  mid-January  of  last  year  ft 
ttood  at  78. 

"Tbe  parity  ratio  represents  the  relationshiii  between  the  prices  farmers  re- 
ceive and  those  they  pay.  It's  expressed  in  teniis  of  a  1910^14  base,  an  especially 
good  perloil  for  V.H.  Agriculture.  Throrrtlrally.  farmers  taut  month  ha4  7,5%  of 
tke  I9t0-l-i  bupinfi  power.  The  'adjunted'  ratio  of  81  taken  into  account  the 
Oovemntent's  direet  paymentu  to  farmem.  which  aren't  reflected  In  the  regular 
figure."  (emphasis  added) 

The  Food  and  Agriculture  Act  of  IfW.".  as  extended  in  1!WS,  was  meant  to  pro- 
vide an  abundance  of  food  and  liber  for  the  American  consumer  at  fair  and 
reasonable  prices  and  at  the  same  time  try  to  supply  to  tbe  farm  economy  a 
retorn  that  would  make  it  equal  to  its  counterparts  in  the  other  segments  of 
tbe  nation's  economy.  We  will  agree  that  this  baa  not  been  completely  accom- 
plishPd  to  the  sadsfaction  of  the  fanners  or  to  their  organizations.  However,  it 
la  because  of  tbe  tremendous  inflation  that  has  gripped  our  eohntry  rhat  tills 
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bas  not  been  brougbt  about,  and  not  because  of  the  fallnre  of  tbe  Food  and 

Agriculture  Act  of  1065. 

The  Grange  \ea%  in  strong  support  of  the  extension  of  the  surtax  both  In  tbe 
House  and  in  tbe  Senate.  We  feel  that  it  Is  the  Government's  respon^blUtr  to 
Its  citizens  to  bring  the  rapidly  rising  spiral  of  InBation  to  a  halt. 

We  do  not  believe  that  you  can  formulate  any  program  to  solve  the  i>robleDU 
of  American  agriculture  In  the  face  of  the  rapidly  rising  spiral  of  inflation  tint 
has  our  country  In  Its  grips,  a  condition  to  wliich,  we  might  add,  tbe  Amerlcar 
farmer  Is  the  victim  and  not  tbe  contributor. 

Therefore,  serious  consideration  and  prompt  action  must  be  glveii  to  the  eco- 
nomics of  other  segments  of  our  economy  before  there  can  be  any  Improremoit 
in  the  position  that  agriculture  faces  today.  Our  support  of  tbe  estengiOD  of  the 
Agriculture  Act  of  1965  is  not  to  be  interpreted  as  abandonment  of  a  fidd  In 
which  we  have  equal  interest,  since  the  level  of  farm  costs  Is  directly  related 
to  net  farm  income  in  a  way  which,  at  tbe  present  time,  Is  even  more  critical 
than  farm  income  Itself.  The  Grange  is  also  In  favor  of,  and  has  stated  that  thne 
must  be,  cuts  In  tbe  Federal  budget.  These  cuts  should  not  be  made  at  the  expense 
of  farm  programs,  because  tbe  farm  sector  cannot  atTord  a  reduction  In  income 
or  we  may  find  ourselves  In  a  position  that  we  have  been  in  brfore.  ThR  con- 
tinued spiral  of  Inflation  will  flnd  a  recession  taking  place  In  the  (arm  ecooomy 
whicb  can  lead  to  a  very  serious  depression  or  a  serlons  recession  In  the  nntlon's 
economy.  This  cannot  be  allowed  to  happen.  Therefore,  It  seems  to  ns  quite 
Inconsistent  for  people  to  be  complaining  about  the  deficiency  of  t^a  preaent 
farm  program  in  terms  of  farm  Income,  and  at  the  very  same  time,  Boggeetlng 
that  S3  billion  of  farm  Income  t>e  dropped  by  eliminating  tbe  wheat,  feed  grains 
and  cotton  proRrams. 

The  Agriculture  Act  of  1965  was  not,  and  is  not,  perfect  legislation,  if  indeed 
there  baa  ever  been  perfect  legislation,  but  It  was  solid  and  It  Is  sound  and  ivo- 
ductlve  legislation  wblch  can  be  perfected  if  the  Congress  will  talce  the  time 
and  expend  tlie  effort  to  do  so  Just  as  wes  done  In  1995  and  in  previODS  Tears. 

I  think,  In  judging  the  accomplishments  of  the  Act  of  '65,  we  first  have  to 
go  back  to  1901.  Tlie  problem  then  and  the  problem  stlil  Is  that  at  the  core  of  this 
problem  is  the  American  farmer's  fantastic  ability  to  produce  more  and  mon 
for  a  highly  inelastic  market.  In  1961  agriculture  was  confronted  by  a  nl^t- 
niare — the  prospect  of  a  half  billion  bushels  of  grain  rotting  on  the  ground. 
There  were  2  billion  bushels  of  corn  In  storage,  there  was  enough  grain  sorghum 
to  carry  us  for  a  full  year  and  a  half,  plus  more  than  enough  wheat  to  fill  onr 
domestic  needs  for  two  .vears.  The  leaking  dike  of  price  support  was  all  that 
kept  this  ocean  of  grain  from  breaking  loose  and  ravaging  the  agricultural 
economy.  The  then-existing  programs  virtually  guaranteed  that  tbe  aitnatl<» 
would  worsen  unless  decisive  action  were  taken.  If  production  in  1961  contlnned 
ut  the  1060  levels,  we  would  add  up  to  400  itiiUion  bushels  of  surplus  feed  grains 
to  our  already  alnii)st  uncontrollable  stocks.  Grain  was  stored  in  every  conceiv- 
able space,  even  on  fibl|>s.  Xcw  bin  sites  and  new  elevators  dotted  the  landscape 
everywhere.  Storage  cost  was  a  national  scandal,  costing  taxpayers  more  than 
a  million  dollars  a  day.  There  simply  was  no  place  for  a  half  billion  bushels  of 
surplus  Rrain  to  go  except  on  the  ground.  Tlie  conscQuences  for  grain  producers, 
livestock  farmers,  the  grain  industry  and  rural  America  in  general  appeared  to 
he  disastrous.  I'he  then  fnnn  programs,  the  bulwark  of  farm  Income  stablliia- 
tlon,  simply  were  not  dealing  realistically  with  tbe  situation.  To  be  more  specific, 
the  wheat  carryover  which  had  been  only  256  million  bushels  in  19S2,  was  1.411 
tiilllion  bushels  and  the  feed  grain  carryover,  20.1  mlHiMi  tons  in  16B2,  was  SS 
million  tons. 

The  Government  actually  owned  roughly  $6  billion  worth  of  farm  commodi- 
ties. As  farmers  produced  more,  tlielr  Income  became  less.  Farm  net  income 
was  $14  billion  In  liKi2  and  in  I!W»  was  only  S11.7  btlllon,  a  drop  of  IT  per  cent 
Banning  in  1901,  a  series  ot  voluntary  production  adjustment  programs  were 
hammered  out  to  replace  the  Ineffective  programs  under  which  the  snrplnsee 
had  dt'veIoi)ed. 

I  need  not  dwell  too  long  on  the  situation  that  faced  tbe  American  farmers 
and  the  American  farm  t'conomy  In  1961,  because  most  of  you  gentlemen  lived 
through  this  period  and  helped  to  hammer  out  the  legislation  that  comcted 
tbe  surplus  situation  tliat  then  existed.  The  Agriculture  Act  of  1965  has  hit 
hard  and  reversed  the  downward  trend  In  farm  prices  and  farm  Income  from 
those  commodities  which  were  under  support  programs.  True,  it  has  used 
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i3oT«niiQeiit  Dtoner  aa  part  of  tbe  Income  of  farmers,  but  It  was  moner  which 
has  be^i  well  eaned  by  the  American  farmer  who  has  contritnited  not  only 
to  the  atabllitj'  of  the  coet  of  living  la  terms  of  a  partttnilarly  static  wholesale 
price  ind^  for  Harm  products,  thereby  saving  consumers  millions  of  dollars 
in  extra  food  costs,  but  also  has  made  the  greatest  contribution  of  any  segment 
of  our  economy  to  the  solution  of  the  ertremelj  critical  problem  of  foreign 
exchange  and  balance  of  payments. 

There  has  been  no  cheap  food  policy,  as  some  have  charged.  The  policy  of  the 
D^nrtment  of  Agriculture  under  the  present  programs  has  been,  in  setting  price 
sapport  levels,  clear  and  simple — to  protect  farm  income  wliiie  enabling  farm 
products  to  compete  In  the  market.  Every  price  support  level  in  effect  today  is 
higher  than  in  1960  and  most  are  considerably  higher.  Where  we  have  allowed 
prices  to  se^  market  levels  for  competitive  purposes,  we  have  protected  farm 
income  through  direct  payments.  Let  me  point  out  here  that  these  are  not 
w^are  payments;  they  are  payments  made  to  American  agricnlture,  as  an 
Integral  part  of  supply-management,  and  in  their  proper  sense  should  be  referred 
to  as  consumer  subsidies. 

If  American  agriculture  has  not  earned  the  gratitude  of  the  American  peofde 
becanse  of  our  contribution  to  the  highest  standard  of  living  wtiich  has  ever 
been  enjoyed  by  any  people  In  history  and  at  the  least  amount  of  coet  in  terms 
of  hours  worked  for  their  food  in  all  the  history  of  the  world,  then  we  should 
have  at  least  earned  their  gratitude  for  the  contribution  that  we  have  made 
to  the  economic  welfare  of  tbe  ti'nited  States.  This  was  accomplished  by  the 
AgrlctUtaral  Act  of  1965.  Therefore,  Mr.  Chairman  and  Members  of  the  Com- 
mittee, the  Orange  comes  before  you  today  without  any  apology  for  farmers 
or  for  what  they  have  received  from  the  Government  when  the  prices  of 
agricultural  commodities  In  the  market  place  were  not  adequate  for  the  finan- 
cial requirements  of  the  producers  of  America's  food  and  Bber. 

Xet  farm  income  in  1969  was  at  $16  billion,  some  39  per  cent  higher  than  in 
1960.  During  the  past  eight  years,  net  farm  income  has  averaged  $13.7  billion. 
Tbls  is  nearly  $1.8  billion  a  year  more  than  the  average  of  the  preceding  eight 
years.  Net  income  per  farm  this  year  is  estimated  at  $5,46S,  about  $2,500  more 
than  In  1960.  Farm  people  also  earn  more  from  off-farm  jobs.  The  total  per 
capita  expendable  Income  (income  after  taxes)  of  farm  people  In  1960  was  about 
$U.00.  This  year  we  estimate  it  at  in  excess  of  $2,000,  or  roughly  double  that 
of  1960. 

In  1960  the  average  person  on  a  farm  had  omly  a  little  more  than  half  as 
much  income  as  the  average  non-farm  person.  This  year  he  has  about  three- 
fourths  as  much,  l^e  income  gap  between  fanners  and  non-farmers  has  been 
CDt  in  half.  From  January  1961  to  January  19G8,  owner  equities  In  agriculture 
Increased  by  more  than  $55  billion,  or  $18,000  per  farm.  Even  after  allowing  for 
inflation,  the  improvement  in  the  balance  sheets  of  agriculture  during  these 
years  has  been  very  substantia  1.  Farmers  are  obviously  moving  closer  to  economic 
equality  with  non-farm  people.  We  cannot  turn  our  backs  on  tbe  past  and  on 
[vesent  programs  and  turn  to  some  unknown  and  untried  programs  because  of 
a  fem'  of  our  commodities  now  are  In  somewhat  of  a  probl^n. 

1860    D.S.D.A.    BION-UP 

I  think  perhaps  one  of  the  greatest  Indications  of  the  popularity  and  the  suc- 
cess of  the  supply-management  aspects  of  the  Food  and  Agriculture  Act  ot  1966 
was  the  tremendous  response  of  American  farmers  In  signing  up  for  the  program 
In  1969.  I  think  It  would  be  well  to  put  Into  the  record  and  bring  to  the  Com- 
mittee's attention  the  sign-up  for  the  following  programs  r 

Wheat.— Farms  signed  up— 981,153.  That's  139,019  more  than  were  enndled 
hi  1068  and  record  percentage  of  national  allotment  acreage  on  signed  farms  was 
88.7  per  cent,  compared  to  85.4  percent  in  1968.  The  081,153  farms  represent 
45,722,428  acres  in  allotments,  a  13  percent  average  cutback  from  the  1968  pro- 
gram. A  total  of  11  million  acres  have  been  diverted. 

Cotton. — Farms  signed  up— 477,587  compared  with  463,800  In  1968.  Allot- 
ments totalling  14,948.744  acres  in  1969  compares  with  14,760,561  acres  in  the 
flnal  1968  report,  representing  90.5  percent  of  the  national  total. 

FeeA  Groin*. — Farms  signed  up — 1,661.770,  which  Is  161,411  more  than  were 
enrolled  in  1968.  A  total  of  41,342.442  acres  were  diverted  by  the  dgned  farmers 
vho  bad  feed  grain  base  acreage  totalling  94,006,566  acres. 
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Tbe  IflW  farm  enroUment  was  101.411  ^eater  than  the  1968  record  nnniber 
of  1,.')CM>399.  BOMe  ucreage  on  Hlgned  farms  Id  19(S)  totalled  7  mllliiiu  acres  more 
tban  the  reconl  »f  87  mllliun  net  in  19ttri,  Total  tliviTsion  was  nearly  5  mtltlra 
acres  jreater  thiin  the  ret-ord  ttt  30.T  mlllinn  acres  mtalilidhitl  in  1965.  It  was 
7  miilioii  acres  lurRer  than  the  total  for  10G8.  A  totiil  of  00.3  million  acres  wew 
diverted  in  1060.  iniide  up  as  foUon-u :  41.3  million  Iq  feed  grains:  II  millloQ  ai-refl 
In  wheat ;  3  milliou  coiiservatimi  reserve ;  4  million  cropland  adjustment ;  1  milUoD 
in  crop  eonverwlou,  for  a  total  of  00.3  million  uires  diverted  In  1069.  Total  number 
of  fanus  enrollwl  In  wheat,  feed  graiiiH  and  upland  cottoo  programs:  Wbetit 
OKI. 153  famw ;  iipinud  cotton  477/>87  fannti ;  and  feed  grains  1,661.770,  for  a  total 
of  3.120,510  farm  K. 

We  ttiiok  thiM  lit  indleiitiveof  the  interest  of  the  American  producer,  the  interest 
of  the  Ku:r  ont  there  on  the  fumi  in  pn-sent  farm  programs  and  his  wtllingnew  to 
divert  and  control  iic-rease  on  a  voluntary  liii^is  to  bring  supply  In  line  with 
demand.  Once  UKain.  let  us  i>olnt  oitt  that  the  greatent  benefactor  <tf  supply- 
ninnuRement  under  present  farm  prt^rams  Is  the  American  consumer  becan«e  It 
provides  bim  with  a  inanaeed  abundance  of  food  and  fiber  for  him  to  feed  and 
clothe  hlH  family. 

Exhibit  It 


The  National  Grange  re»<i>eetfully  requests  tbat  the  Food  and  Agrlcnlture 
Act  of  lUCa  lie  amendi-d  l>y  amending  Section  101.  (a),  The  AicricnlturBl  Ad- 
justment Act,  an  re4>nacted  and  amended  by  tbe  Agricultural  Marketing  Agree- 
ment Act  of  1037. 

The  amendments  to  the  Act  that  are  contained  in  S.  306R  are,  in  brief,  aa 

(1)  to  extend  the  Class  I  Base  Plan  for  fluid  milk  and  mahe  It  pennanent 
legislation. 

(2)  to  establish  nnd  provide  for  a  system  of  mandator>-  <4ieck-AfC  in  mar- 
ket orders  for  uiilk  to  provide  for  the  development  of  projects  on  re«earch, 
advertlsin);  and  |>romotion  of  dalrj'  products. 

(3)  the  first  sentence  of  Section  201  of  the  Agricultural  Act  of  1W9, 
as  amended  (7  U.S.C.  I44(t).  is  amen<led  by  striking  the  words  "milk,  butter- 
fat,  and  the  products  of  milk  and  butterfat"  and  Inserting  in  lieu  tbereot  the 
words  "and  milk," 

Paragraph  (e)  of  Section  201  of  the  Agricnitnral  Act  of  IWO,  as  amended  (7 
I'.S.r.  1446  (c)),  is  amended  to  read  as  follows: 

(c)  "The  prifv  of  milk  sliull  be  suiqtorted  at  such  level  not  in  excew<  of 

00  la-rcentum  nor  leas  than  75  i>en*ntran  of  the  parity  jirlee  therefor  ea 

the  Secretary  determines  necessary  in  onler  to  owinre  an  adequate  supply. 

Sncli  prii*  support  shall  be  itrovlded  through  pnrch)H*es  of  milk  and  the 

products  of  milk," 

The  National  (iranm'  iippri>ciates  the  o|i)M>rtu)dty  to  snpjmrt  tbe  proposed 

amendnieiils  to  title  I,  F(Hid  and  Agricnitnral  Act  of  IIXK.  These  amendments 

repr(-s«-nt  the  long-term  iibjectiveH  »f  the  .N'ational  tirange  itnd  we  Itelleve  they 

will  make  tile  Class  I  Milk  Have  I'lan  more  attractive  and  e<inllahle  to  dairy 

farmers  iinil  provide  stability  to  tbe  marketing  of  dairy  products  which  will 

directly  lienelit  tlie  American  cunsumer. 

Onr  iiosltimi  im  I'lnss  I  Ttiisi>  I'lan  for  fluid  milk  has  been  stated  reiieatedly 
in  onr  .\imnal  Conventions,  most  recently  at  onr  102nd  Annual  SesKlim  In  I'eorln, 
llltnottt.  In  XovemlHT.  IIMW.  when  the  Delegate  ItiMly  iiassed  llie  following  Hairy 
I'ollcy : 

1.  The  (Jritngc  rcafflniis  snptmrt  of  the  Class  I  Base  Plan.  To  strengtbpn 
this,  we  favor  anicndntents  to  the  Marketing  Agreement  .\ct  providing  for 
»  iiromotioniil  rlieckofT  nnd  Dairy  Association  bloc  voting  on  marketing 
orders.  We  recoinnieiul  the  following  amendments  to  the  Class  I  Bmw 
Plan : 

ia)  Allow  holders  of  base  to  share  equitably  any  inereaae  in  Clan 
I  sales. 

( h)  Allow  new  producers  to  earn  a  base. 

(c)  Remove  the  IIMHI  termination  date  of  the  Class  I  Baw  Plan. 

1(7)  Alln<'atJons  of  undellvernl  base  milk  amongst  all  pnjdtMers. 
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<e)  Make  provision  that  in  case  any  amendment  to  the  Class  1  Base 

Plan  receive  unfavorable  vote,  it  would  not  change  the  status  of  the 

rest  of  tUe  order. 

2.  We  believe  the  present  standby  pool  program  has  provided  stalillity 

to  fluid  milk  marketing  and  a  mucti-necded  market  for  Class  I  supplies 

not  now  under  regulation  of  a  Federal  order. 

The  National  Grange  was  an  original  supiiorter  of  the  marketing  order  con- 
cept and  supported  Its  apiJIcation  to  the  milk  industry,  whli-h  was  In  a  chaotic 
condition  at  that  time.  The  purpose  of  such  orders  was  to  pool  the  Class  I  mar- 
kets In  the  various  marketing  orders,  so  that  the  competition  for  this  market 
would  not  result  in  a  eliaotic  condition  In  Ihe  market  and  the  disruption  of 
Rdei|uate  supplies  fur  the  consumer.  It  was  not  the  intent  of  the  early  legislation 
to  set  up  a  system  whereby  the  producers  of  milk  for  the  lowest  use  clawsiflca- 
tion  would  be  required  to  continue  to  produce  eieesslve  amounts  iit  this  lowest- 
price  milk  in  order  that  they  might  maintain  thetr  «hare  of  the  Class  I  market 

However,  the  lilend'prk-ing  formula  which  wa.s  lntn>duced  in  the  orders  has 
had  exactly  thi.s  result,  l.'nder  this  system,  there  In  no  way  to  reduce  the  produc- 
tion of  the  milk  that  is  i'old  for  the  lowest  use  classiflcatlon  by  the  individual 
pnMlucer  without  reducing  his  share  uf  the  Class  I  market.  It  is  a  corollary  of 
this  that  there  Is  also  no  way  for  hin)  to  increase  his  share  of  the  Class  I  sale 
nithout  IncreasinK  his  production  of  the  milk  that  Is  sold  for  the  lowest  use  clas- 
siflcatlon pri(«e.  There  is  no  way  In  which  lie  can  protect  his  share  of  the  Class  I 
sale  from  those  who  would  eximnd  their  produ<'th'n,  thereby  diluting  the  Class  I 
market  and  reducing  everyone's  share  of  this  market  except  those  who  are 
eipanding  their  production. 

inder  the  blend -tiricing  system,  the  only  alternative  tliey  have  for  Improving 
their  income  is  to  increase  their  production.  Thus,  we  enter  a  vicious  circle  which 
it  self -destroy  inj;  and  In  which  the  producer  continues  to  Increase  his  production 
In  order  to  maintain  even  a  substandard  living  level  and,  by  his  very  action, 
further  reduces  his  net  income  and  his  standard  of  living. 

The  Pood  and  Agrkwiture  Act  of  '6.1  which  provided  for  rlie  Class  I  Base  Plan 
permits  the  prociucer  to  manage  his  own  business  by  removing  the  impairment 
of  the  bleud-pri<'e  system  and  allowing  the  farmer  to  make  adjustmetita  in  pro- 
doction.  which  is  the  flrst  mark  of  every  well-regulated  business.  Every  man  that 
hies  to  improve  his  net  income,  regardless  of  what  business  he  is  conducting,  has 
u  his  first  rule  the  elimination  of  the  loss  factors  of  his  business.  The  adoption 
ol  the  Class  I  Base  Program  Is  an  expression  of  democratic  principles,  It  is  an 
loeentive  to  lietter  business  management,  and  It  has  the  added  advantage  of  reduc- 
ing the  supply  of  low -classification  milk  In  the  higher-priced  Class  I  areas  and 
permits  the  dairy  farmer  to  produce  for  the  market  that  he  Is  best  equipped  to 
produi-e  for  and  removes  the  "race  for  base"  that  occurred  under  the  blend-price 
BfHtem.  wlitch,  in  turn,  led  to  surpluses  in  the  dairy  industry. 

We  apologize  to  Hie  Committee  for  going  back  over  old  history  In  setting  the 
case  for  a  Clatw  1  Base  Flan.  However,  we  felt  it  necessary  so  all  would  know 
lliat  this  legislation  Is  needed  to  remove  the  inequities  in  the  'dS  amendments 
H  as  to  make  the  Plan  more  attractive  to  other  marketing  areas  that  would 
benefit  from  the  Class  I  Base  Plan  but  have  been  reluctant  to  adopt  the  Plan 
unless  the  suegsefed  amendments  were  adopted. 

The  major  reasons  for  the  Class  I  Base  Plan  not  being  adopted  are  removed 
by  our  recommended  amendments. 

1.  Making  the  legislation  permanent  will  iwrmit  dairymen  every  where  to  plan 
■Dd  set  up  Class  I  Base  Plans  knowing  and  havlnB  confldem-e  that  it  will  be  long- 
term.  In  addition,  urgent  action  Is  needed.  We  tan  not  wait  for  studies  or  further 
needless  delays,  as  it  took  from  May  of  1966  until  July  of  1967  to  have  the  first 
Class  1  Base  Plan  approved.  In  order  for  dairymen  to  start  plans,  ui^ent  action 
isneeiled  now.  not  in  1970. 

2.  Because  of  the  way  the  Department  of  Agriculture  has  insisted  on  adrainls- 
taring  the  Class  1  Base  Plans,  an  amendment  is  needed  to  permit  dairymen  to 
liter  the  way  In  which  the  "base"  for  each  prodncer  is  computed.  The  Department 
of  Agriculture  has  insisted  that  only  a  single  representative  period  of  market 
fcliviTles  be  used  in  allocating  a  permanent  base  to  all  producers.  To  maintain 
this  nile  is  to  say  that  all  cows  and  all  dairymen  should  wear  a  slae  40  suit. 
Tn  avoid  this  "pegging"  of  the  base,  the  legislation  would  permit  allocation  of 
Class  I  Bases  so  that  Individual  marketing  histories  would  be  recognized  and 

I     *>  thnt  the  necessary  adjustments  could  be  made. 
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S.  The  cnrrent  law  does  not  permit  the  present  base  holder  to  share  in  any 
Increase  In  CIbmi  I  milk  base,  nor  does  it  permit  a  non-base  bolder  to  share  In  any 
part  of  the  Class  I  base  on  a  decreasing  market.  This  feature,  perhaps  more  than 
any  other,  is  the  reason  that  more  orders  do  not  contain  the  Class  I  Base  Plan. 
The  Legislation  under  consideration  of  this  Committee  removes  this  ievere 
hardship  on  both  "new"  yrodui-ers  and  existing  base  holders.  The  amendments 
inclode  two  sentences  covering  treatment  of  new  producer:  "Prorisioii  shall  be 
made  In  the  order  for  the  allncfltion  of  buses  nnder  this  clause  (e)  to  new  pro- 
ducers and  for  the  allevation  of  hardship  and  inequity  among  produc««  and 
prescribing  terms  and  conditions  under  which  new  producers  may  obtain  bases 
on  an  equitable  basis  nith  old  producers.  I'roiiiicers  holding  bases  so  allocated  or 
obtained  shall  thereafter  participate  pro  rata  In  flie  market  in  the  same  manner 
as  other  producers."  la  addition,  the  proposed  amendments  would  allow  estab- 
lished producers  to  Bliare  equitalily  In  the  lienefits  of  market  growth,  growth  to 
which  the^  have  been  the  largest  contributors. 

4.  We  should  also  point  out  that  excess  salen  now  going  to  new  producers  and 
hardship  cases  are  frequently  priced  iiinih  higher  than  iiaKe  sales.  In  a  growing 
market,  therefore,  there  exists  a  harmful  attraction  for  est ii Wished  dtiirymen  to 
drop  out  of  the  regulate<l  market  and  become  free-lance  adventurers.  The  amend- 
ments correct  this  inequity  and  preserve  the  dairy  market  for  the  dairyman  who 
is  willing  to  curtail  hLs  production  to  the  demand  of  the  maritet. 

The  enactment  into  law  of  tbe  proposed  amendments  would  remore  the  stum- 
bling blocks  in  the  amendments  of  '65  to  the  agricultural  Marketing  Agreement 
A.ct  of  1937,  a»  amended  and  make  the  ClaKH  I  Base  Plan  more  attractive  to  otiier 
marketing  ureas  that  want  this  t.vi>eof  milk  pricing. 

The  objection  to  the  legi.slntion  on  the  grounds  that  only  one  area  has  artoiited 
such  a  plan  is  a  paper  tiger  and  cannot  be  defended  in  light  of  the  proposed 
amendment,  which  wilt  remove  the  objections  dairymen  have  to  the  present 
Class  I  Base  Plan. 

If  the  objecting  organi74itlon  is  so  sure  ttmt  dairymen  do  not  want  a  Class  I 
Base  Plan,  why  not  pass  the  legislation  and  give  the  milk  producer  a  chance  to 
vote  on  the  PlanV  Because  a  Gloss  I  Base  Plan  cannot  be  adopted  as  part  <rf  an 
orderwlthoutanindividual  vote  by  the  producer  (Sec.  8c(10)<e) ). 

Mr.  Chairman,  this  portion  of  the  proposed  amen<lment6  to  the  Food  and  \i^Tt- 
cnlture  Aift  of  liXSi  are  the  same  as  were  iirciposini  by  I'ongreiwuinn  Meeds  In 
H.R.  7006  and  identical  bills  introduced  by  Congresswoinan  May.  a  distinguished 
member  of  this  Committee,  and  CongreKs woman  Hansen,  nil  from  tbe  state  of 
Washington,  earlier  in  tJie  ittst  Congress. 

Hearing*)  were  held  by  the  suliconmiittee,  and  it  was  favonihly  re[M>rte«l  to  the 
full  committee,  where  it  is  still  p<>n<linR.  Hearings  were  held  during  the  IWth 
Congress,  on  tlie  same  amendments,  Tlie  bill  was  favorably  reported  by  this  Com- 
mittee to  tlie  House.  It  passed  the  House  by  a  substantial  majority  aiMl  failed  to 
get  through  the  Senate,  due  to  the  pressure  for  adjournment. 

We  would  like  to  emplmslze  a  statement  made  befon>  the  sutK'onmiittee  that 
held  hearings  on  H.R.  T0I>6  by  CougrcHsman  Meeds  of  Washington. 

■■Mr.  Chairman,  I  wish  to  conclude  by  re-afflrming  the  Intent  of  this  legislation 
and  the  purpose  of  the  Congress  in  writing  Title  I  of  the  Food  and  Agricultnre 
Act  of  1965.  /(  i«  bii  (and  our)  undcrstandinff  that  certain  vi>lce»  in  the  De- 
partment of  Agriculture  are  conlrnding  that  ClaxK  /  Baur  I'lnnx  ghoutd  ie 
available  to  producers  only  in  those  aretm  irhere  a  damaging  milk  aurplMi  ii 
undermining  the  nuirkrt.  Reduction  of  surplus  milk  production  was  a  key  aim 
of  the  196S  Act,  but  to  my  own  thinkini/  (and  that  of  the  Xatioual  Uraage)  tkt 
central  purpose  xoa»  to  rc-invcit  the  indix^idttal  dairyman  with  more  control  of 
hit  production,  more  determination  of  7rbat  liis  actiom  iccrc  going  to  be  i»  re- 
gponse  to  the  market.  Dairymen  in  tbe  Puget  Sound  region  responded  qnickiy  to 
the  nuthorlKlDg  legislation  because  they  had  suffered  long  enough  under  the 
blend-pricing  syndrome  in  which  output  and  more  output  was  essential  fof 
economic  sorvival.  With  the  new  provisions  of  H.B.  7996.  we  can  continue  onr 
supimrt  for  orderly  growth  compatible  with  stability  and  with  economic  wlf- 
determination."  (Italic  and  brai'keted  phrases  are  ours.) 

We  agree  with  rlie  dlsiingulslied  Coiigressiiian  fnun  Wa^^hington  and  snbniit  to 
this  Committee  that  a  reicnt  request  for  hearings  on  a  Class  I  Base  Plan  in  Soatt 
east  Florida  was  denied  by  the  Department  of  Agriculture  because  they  claimed 
a  surplus  did  not  exist. 

We  would  like  to  i>o1nt  out  to  tbe  Committee  that  once  again  the  decisloa  o' 
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wbettier  to  hare  a  Class  I  Base  Plan  or  not  to  have  a  Plan  was  based  on  the 
amount  of  snrpltis  milk  in  the  areas  and  not  upon  tbe  economic  advantages  of  the 
Class  1  Base  Plan  to  the  producer  of  fluid  milk — In  this  ease,  76  to  80  percent 
of  the  fluid  milk  produced  In  the  market  area  In  Southeast  Florida. 

We  submit  to  this  Committee  that  the  primary  reason  a  surplus  has  not  devel- 
oiied  Is  because,  In  this  case  in  Florida,  74  of  88  producers  lu  the  area  have  oper- 
ated a  Class  I  Base  Plan  outride  the  order  "to  encourage  m^nbera  to  adjust  tbeir 
production  to  the  needs  of  the  market."  At  the  same  time  the  prodnctlon  of  the 
other  14  producers,  outside  of  the  Independent  Dairy  Farmers'  Association 
(IJ>.F^),  grew  by  leaps  and  bounds  at  the  expense  of  those  responsible  for  cre- 
ating the  market. 

We  further  wish  to  point  out  to  this  Committee  that  It  is  this  type  of  uncon- 
trolled production  and  marketing  In  the  dairy  Industry  that  has  forced  the 
smaller  producers  out  and  brought  economic  havoc  to  parts  of  rural  America. 
Tbe  larger  grow  larger  at  the  expense  <^  tbe  medlum-to-small  producer,  forcing 
him  from  the  industry  to  seek  a  livelihood  In  tbe  urban  jungle  where  he  Is  111- 
eqnipped  to  compete. 

We  ui^e  this  Committee  and  the  Congress  to  oversee  the  Administration  of 
the  laws  that  they  hare  approved  and  passed  to  see  that  the  Congretaional  in- 
tni  of  the  la^D  is  carried  out  as  tcelt  as  the  letter  of  the  law. 

The  National  Orange  la  Of  the  opinion  that  if  this  were  done,  plus  the  approval 
aad  extension  of  the  proposed  amendments  to  the  Act  of  '85  by  this  Committee  and 
tbe  C<mgresB.  that  the  dairy  industry  will  continue  to  be  a  healthy,  growing 
segment  of  agriculture  and  aid  in  the  growth  of  the  national  economy;  further, 
that  marketing  orders  such  as  in  Southeastern  Florida  that  want  to  add  a  Class 
I  Base  Plan  to  their  marketing  order  would  be  able  to  do  so  without  the  necessity 
of  overcoming  admlnlatratlve  interpretations  that  were  not  the  intent  of  Congress. 

Dairy  promotion  today  Is  being  conducted  by  the  indastry  on  a  voluntary  I>asis. 
Tlie  prox>03ed  amendment  would  ntake  It  mandatory  for  sll  producers,  If  "ap- 
I»ov^  by  producers  separately  from  other  provlaions,  la  the  manner  provided 
for  the  approval  of  marketing  orders."  We  believe  in  self-help  promotion  and 
tdvertising  programs  and  flrmly  believe  that  all  producers,  whose  salea  can  bene- 
fit from  such  programs,  should  share  in  tbe  cost.  Tbe  proposed  amendment  will 
ucompllah  this  objective. 

The  Dairy  Committee  of  the  Orange,  working  with  the  National  Milk  Producers 
Federation,  has  t)een  very  conscious  of  the  weak  competitive  position  of  butter- 
fat  We  bave  been  losing  per  capita  consumption  of  butterfat,  not  only  with 
nspect  to  butter,  but  also  in  the  fluid  milk  market  These  two  outlets,  when 
ttnsldered  together,  provide  a  market  for  about  76  percent  of  all  butterfat  sold 
bylarmenin  the  milk  that  they  market 

Hie  decline  in  pet  ca^ta  consumption  of  butterfat  must  be  arrested  and 
reversed  if  the  size  of  the  dairy  industry  Is  to  be  maintained  and  to  prosper. 
Notwithstanding  the  weak  competitive  position  of  butterfat,  however,  the  priceo 
t*id  farmers  for  milk  has  been  inadequate  when  measured  in  relationship  to 
costs,  and  milk  production  Is  not  keeping  pace  with  p(q)ulatlon  growth. 

To  improve  the  competitive  poeltion  of  butterfat  while  at  the  same  time  main- 
taining price  supports  to  farmers  for  milk,  the  dairy  industry  proposes  to  amend 
the  Agricultural  Act  of  1&18  by  eliminating  the  reference  to  butterfat  Thla 
can  be  done,  since  butterfat  originally  was  Included  as  a  means  of  providing 
price  support  to  farmers  marketing  farm-separated  cream.  Farm-s^iarated  cream 
marketings  today,  however,  represent  less  than  1.5  percent  of  total  marketings 
of  milk  by  farmers. 

If  the  Agricultural  Act  of  1M9  were  amended,  the  price  support  program  would 
work  as  fo^owa:  (1)  the  price  support  level  for  manufacturing  milk  would  be 
announced  as  at  present ;  (2)  the  support  price  for  milk,  as  at  present,  would  be 
BBSured  through  the  purchase  program  of  the  Commodity  Credit  Corporation, 
modified  only  to  the  ci^tcmt  that  the  purchase  price  of  butter  would  be  established 
stthedlaeretlonary  level,  rather  than  at  a  level  necessary  to  assure  the  mandatory 
rapport  level  for  butterfat  as  now  contained  In  the  law.  Any  reduction  In  the  pur- 
ehase  price  of  butter  would  require  n  compensfiting  Increase  In  the  purchase  price 
«t  non-fat  dry  milk  to  maintain  the  support  level  to  farmers  for  milk.  This  pro- 
pam  has  the  advantage  in  that  it  would  result  in  maintaining  price  support  levels 
i<tt  manufacturing  milk,  while  at  the  same  time  improving  the  competitive  price  of 

bntterfat  when  sold  as  butter,  in  other  dairy  products,  or  even  as  fluid  milk.  The 

program  reduces  the  value  of  butterfat  in  milk  sold  by  farmers  which  competi^ 
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Ilvi^lf  Ih  IukIdk  ffriMinil.  and  it  would  ini'reuM**  the  r«lue  of  milk  ti 

wbii-li  in  liuTfUsInK  Id  i:uiisuuu:r  actreirtuiuf .  Tbe  f!ov<^roiiieot  woald  be  reliered 

i>r  tbe  liiirdeii  uiid  ciist  vt  nM-uiuuIatiun  and  siuriutc  butter  to  the  esteot  now 


it  is  uuti(-i|Kite<l  thiit  tbe  Government  wonid  purebaiw  sufllclent  butter  tor 
authi)ri2Ml  iirutirutiis,  i^iicli  us  scbool  IniKrti.  Tbe  UoTernment  n'uuld  perhaiM 
Iiiiri-liUMe  lurtn-r  iiiiaiitltieK  of  noufat  dry  milk.  Tbls  is  a  low-c-osi  Item  for  tbe 
liMvenuneut  tn  handle  and  is  readily  udaiituble  for  programs  to  Improve  nutrt- 
tiou  at  borne  and  abroad.  Consumers  would  benefit  by  more  favorable  prices  for 
butter  than  undt^r  the  fnrn-nt  program. 

Exhibit  C 


Simply  stiile<l.  the  iituendnieiils  we  ore  pnii)Osine  are  an  follows  and,  with 
the eiK-eptiun  i)f  No.  S.  are  in  H.  SWIK : 

I.  Make  the  wheat  pruKi^"'  [teniiarient  legislation  b.v  removing  the  December 
31,  lilTO  oxjiiratiim  ilute. 

■_'.  Tftvlde  f'lr  jiH  ex|>")rt  i-ertlfioate  im  a  portion  of  the  C'ooperator'a  production. 

3.  KMtablish  tbe  national  average  support  price  loan  value  of  $1.25  per  bushel 
at  harvest  time  rather  than  at  loan  maturity. 

4.  To  provide  th.it  a  pnidut-er  will  not  have  a  reduction  in  bin  projected  yield 
for  atiy  year  liy  hvit  ."i'/c  of  the  iireeeding  year  by  reason  of  a  natural  disaster. 

.'>.  I'riivide  for  tiie  itaymeiit  of  at  leaxt  'A}%  of  value  of  domestic  and  export 
murketinscertifieates  at  lime  of  program  sigii-up. 

We  are  not  projMisiug  any  clianges  iu  tbe  domestic  certificate,  the  silbstltntkm 
claiiMe,  the  overset-dlnft  privilege  or  any  other  iwovision.s  of  the  prest-Dt  wheat 
proiiriini  of  the  liHI.'i  Karni  Act. 

EXPORT    CEBTIFIfATE 

IN'.-iilte  tlie  desirable  features  of  the  wheat  provlnions  of  the  liKW  Fond  and 
A  ;;ri culture  Act,  tlie  cmnmercial  whi>at  farm  economy  in  deteriorating'  rtipidlj. 
Tbe  donieNtic  <-ertifleute  aKsurliig  100%  of  iiarity  on  domesticaliy-<.-on8timed  wheat 
ban  been  nii  imixirtant  Imlwark  asainst  the  cost-price  jiqueeze  the  farmer  Is  suf- 
fering. However,  even  the  doniestSi^  certificate  iioa  lieen  unable  to  hold  wbeat 
returns  at  a  survival  level. 

In  the  three  years  sini*  (he  certificate  projjram  went  Into  effect  the  l)lend  price 
for  ciMipliers  fnationnl  average  market  price  per  bushel  plus  returtis  for  cer- 
tificates)  has  lieen;  UMW— 2.22;  1!MI7— 1.H7:  and  196S— l.TO. 

In  addition  to  this  disastrous  drop  in  blend  price,  the  wheat  farmer  baa  had 
bin  allotment  cut  S2%  and  has  seen  his  Inpnt  costs  rise  by  15%.  Large  wheat 
stwkH  throughout  the  world  have  depressed  prices  to  or  below  the  loan  level. 
Relief  Is  desperately  nt>e<lcd. 

At  the  ]iresent  time,  the  American  farmer  Is  carrying  tbe  full  cost  of  wheat 
that  is  exi>ortcd  as  a  part  of  our  foreign  policy  and  wheat  exported  under  the 
"Food  for  Peace"  programs.  This  is  unfair  to  the  American  farmer.  If  such 
programs  are  a  iiart.  of  onr  international  iNilicieH,  tbey  should  t>e  supported  bf 
Americans  and  not  just  U.S.  wheat  farmers. 

For  these  reasims.  we  an-  recpiestlng  an  export  certificate  which  would  In 
effect,  make  a  three-|irice  program  for  wheat. 

I'sing  this  year's  |»irlty  r>''iiv  and  also  this  year's  domestic  certificate  per- 
centages, a  eoDi])lyinR  farmer  would  receive : 

I>i>me!<tie.  $2,77  iMT  bushel  for  43^i)  of  his  normal  vield. 

Bx|Mirt.  «1.S0  INT  bushel  for  WA  of  his  normal  yield  (if  minimum  65%  of 
parity  n-&n  used). 

Xou-certificate't— *l.2r.  per  bushel  for  17%  of  his  normal  yield.  Thas  tbe  blend 
pri<e  to  farmers  would  lie  !W-]2  per  bushel  for  the  normal  yield  on  allotted  aiTM. 

IJIAN    VAM-R   AT    HARVEST 

II  is  now  the  pnicliee  to  subtract  10  cents  per  bushel  storage  cost  from  tbe 
siiiqKirt  liu)u  price  If  tin-  vrheat  Is  pluce<l  In  <-ommerclal  storage  at  time  of  harvest. 
It  is  iiur  suggestion  to  get  the  full  loan  rate  iiaid  when  the  wheat  is  put  into 
storage  at  harvest  time  and  then  make  the  farmer  liable  for  pajlng  bis  own 
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■torage  cost  wbcD  kis  wheat  is  either  aoid  or  turaed  over  to  the  Comniodit; 
Credit  Corporation. 

In  effect,  (bis  would  net  thf  marliet  prioe  Qoor,  wbich  ie  dependent  on  the  loan 
level,  10  cents  h[gher  at  harvest  time.  We  believe  the  effect  on  the  market  price 
would  be  mortt  desirable,  u'herebj  the  loan  rate  of  $1.25  would  set  the  market 
price,  belnt;  10  centn  higher  than  nnder  the  present  operation  of  the  program, 
more  farmers  would  sell  a  jiortion  or  all  of  their  wheat  at  harvest  rather  than 
place  wheat  under  thf  loan  and  it  would  return  10  cents  more  per  bushel  to  the 
BmaU  farmer  who  is  less  likeif  to  be  in  a  position  to  store  on  the  farm  or  to  have 
capital  to  place  bis  wheat  In  comuierc-lal  storage. 


Under  the  present  pruviwious  of  the  wheat  program  in  the  Food  and  Agrleul- 
ture  Act  of  19K/.  there  Is  no  protection  from  having  a  ver^  low  per-acre  .vield 
caused  liy  Sre.  hall,  flood  or  other  Acts  of  God,  used  as  a  part  of  the  formula 
setting  II  farm's  projected  yield.  This,  of  course,  can  drasticallj  reduce  the 
Dumber  of  domestic  certiflcate.s  a  farmer  is  eligible  for,  thereby  reducing  his 
income  through  no  fault  of  his  own. 

We  are  asking  that  a  limit  of  '>%  be  set  as  the  most  a  projected  yield  might  be 
reduced  as  the  result  of  any  (uie  had  year  due  to  Acts  of  God. 


Our  reasons  for  supiwrtiiw  this  amendment  briefly  are:  First,  it  would  bring 
tlie  wheat  program  Into  conformity  with  cotton  anil  feed  grains  in  which  ad- 
vance payments  are  made  a  considerable  time  before  the  harvesting  and  the 
Snal  compliance  with  the  program. 

Second,  and  more  im|)ortuntly,  the  advance  imyments  would  he  received  at 
1  time  of  relatively  grent  need  ns  far  as  the  farmer's  production  expenses  are 
concerned.  If  the  payments  were  made  after  the  spring  sign-up  and  pr«-edlng 
the  market  receipts  for  tile  wheat  by  several  months,  thl.-<  would  be  an  economic 
ndvantaKe  of  no  small  conseiguence  to  the  farmer,  who  fliids  himself  in  a  hard- 
pressed  credit  situation  at  this  time. 

Our  third  reason  for  supporting  this  bill  is  that  we  believe  It  would  be  an 
■ilditional  factor  to  strengthen  the  program  and  to  increase  compliance  in  the 
pngram.  We  also  are  convinced  that  the  larger  the  numt>er  of  wheat  growers 
Muiplylng  in  the  program,  the  l>etter  the  program  will  be  and  the  easier  to 
Idminister.  The  planning  that  Is  a  part  of  the  programming  would  be  simpllBed 
rooslderably  as  welL 

Since  these  payments  are  basically  made  as  a  reward  for  compliance  in  the 
programs,  it  does  not  seem  to  us  to  be  particularly  reasunable  to  asiiume  that 
Ibe  farmer  has  not  compiled  at  the  time  he  has  planted  his  acreage  within  this 
allotment.  The  change  in  Departmental  procedures  to  permit  certlflcailon  of 
compliance  with  only  spot  checking  to  determine  whether  or  not  the  farmers 
npre  In  compliance  indicates  that  the  Department  itself  is  convinced  that,  in 
general,  the  farmer  is  tn  he  trusted  when  he  certifies  that  he  has  complied  with 
ia  acreage  allotments. 

At  the  National  GrnnRe's  102nd  Annual  Session  held  in  Peoria,  Illinois.  In 
Nitveml>er  of  1968,  the  IMegate  Bod.v  passed  the  following  resolution  which 
indicates  the  Grange's  strong  sup])ort  of  the  certllicate  plan  for  wheat 

"CBBTIRCATE    PLAN    FOK    WHEAT    F01.I.OWI?iO    TERMINATION    OF    1808    EXTES8I0S 

"Whereas,  the  19tt8  U.S.  wheat  crop  of  over  1.6  billion  bushels  has  exceeded  all 
Mpectations;  and 

"Whereas,  this  production  may  jeopardize  the  current  farm  program,  in- 
cluding the  certllicate  plan  of  payment :  and 

"Whereas,  the  certificate  plan  of  payment  for  wheat  domestically  consumed 
of  600  million  bushels  provides  the  basic  income  for  wheat  growers  to  survive 
ind  continue  In  business ;  and 

"Whereas,  this  is  a  form  of  Insurance  in  case  of  minimal  yields  in  future 
jears;  and 

'■Whereas,  there  are  certain  farm  organizations,  milling  companies,  exporters, 
ind  others  who  want  the  certificate  plan  of  payment  eliminated  now  or  later, 
tbns  gaining  at  the  expense  of  the  growers ;  there,  t>e  it 
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"Bemlred,  (1)  that  tbe  National  Grange  opposes  naj  man  to  destzoy  aald 
certificate  plan ;  and 

"(2)  that  we  oppose  any  other  additional  more  to  destroj  the  ecmomlc  baw 
of  wheat  growers  of  this  conntry." 


There  la  now  a  provision  In  the  Food  and  Agriculture  Act  of  1965  for  Crop- 
land Adjostment,  with  a  limit  of  $225,000,000  aathorized  for  the  program.  How- 
ever, the  program  has  not  Iteen  funded  during  the  psBt  few  years  to  penult 
any  new  land  going  Into  the  program. 

We  would  suggest  that  the  Food  and  Agriculture  Act  of  1966  be  amended  to 
make  this  section  ot  the  Act  permanent  and  to  provide  for  open  end  authorisa- 
tion. 

In  addition,  we  respectfully  suggest  that  the  Conservation  Practice  Act  be 
properly  funded  to  provide  for  higher  incentive  payments  for  placing  land  In 
long-range  conservation  uses,  such  as  reorentlonal  areas,  hunting  reserres,  etc. 

The  use  of  the  Conservation  Practice  Act  to  accomplish  basic  concepts  of 
conservation  reserve  appears  to  us  to  be  highly  desirable.  There  Is  no  qnesUon 
bnt  that  there  Is  a  great  need  for  recreational  and  open-space  areas,  room  for 
children  to  plaj',  room  to  develop  and  preserve  the  beauty  of  the  great  outdoon, 
and  room  to  provide  for  the  orderly  expansion  of  the  living  space  of  rapidly 
multiplying  population. 

Tills  public  use  obviously  should  include  watershed  protection.  The  failure  to 
develop  adequate  soil  conservation  and  watershed  protection  programs  In  the 
tipper  Midwest  has  been  a  costly  experience.  How  much  better  would  it  hare 
been  to  have  spent  the  money  that  was  required.  t>oth  for  the  retirement  of 
land  and  the  Improvement  of  the  watershed  and  water  conservaUon  ctaanicteria- 
tlcs  of  this  land,  than  to  be  si>end!ng  the  hundreds  of  millions  of  dollars  to  clean 
up  the  debris  and  restore  the  economic  life  of  commnnltleB  which  can  nerer 
fully  recover  from  the  losses  that  have  been  sustained  from  natural  dlsaatera. 

TEKt>   ORURB 

The  feed  grains  programs  of  the  Food  and  Agrlenltnre  Act  of  "CB  have  be«i 
the  most  successful  features  of  the  Act,  especially  from  the  standpoint  of 
matching  supply  to  demand.  Therefore,  we  are  in  strong  support  irf  the  peima- 
nent  extension  of  the  present  feed  grains  programs. 

We  would  suggest  that  Sec.  lOSCe)  of  the  Act  be  amended  by  Inserting  after 
the  fonrth  sentence  thereof  a  new  sentence  as  follows : 

"In  no  event  shall  the  farm  projected  yield  for  any  crop  of  feed  grains  for 
any  year  be  reduced  by  more  than  5  per  centum  below  what  It  waa  for  the 
immediately  preceding  crop  if  the  actual  yield  from  such  farm  was  reduced  ■■ 
the  result  of  drought,  flood,  or  other  natural  disaster." 


We  Join  with  other  fam)  organizations  and  commodity  groups  In  sunnrtlnf 
a  diversion  program  for  soybeans  and  urge  that  the  Act  of  'OS  be  amended  to 
include  such  a  program.  Provision  should  l>e  made  to  carry  out  such  a  program 
in  any  year  thnt  the  Secretary  determines  that  the  total  combined  stocks  of 
soybeans  and  flaxseed  of  the  Commodity  Credit  Corporation  (including  sncb 
stocks  under  Governuient  loan)  as  of  August  31  of  any  year  (a)  exceed  150 
million  t>u.  (including  (he  hu.  equivalent  of  any  soybean  and  flaxseed  meal  and 
oil  held  by  the  Corjioratlon)  :  iir  (h)  exceed  by  lH  per  centum  or  more  the 
niiinlxT  lit  bii,  nf  sui'h  coin mndl tits  uttllncd  (domestic  and  export)  in  the  Im- 
mediately preceding  year.  Such  a  divers-ton  program  should  Include  a  level  ot 
Iiriee  HupiHtrt  for  sueh  comtniidities  of  n()t  less  than  7.^%  of  the  parity  prl« 
therefor  as  the  Secretary  determines  necessary  to  achieve  the  acreage  redac- 
tion goal  e»tJil)lished  by  hlni  for  srich  crop. 

We  llmily  believe  thai  sni-h  a  program  should  be  available  to  the  Secrelirj 
to  control  the  |>roduction  of  soyticnns  and  to  protect  the  IncMne  of  the  producer. 
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The  Grange  is  a  firm  believer  In  the  maTketlDg  order  concept  of  fdrm  legle- 
Istion;  therefore,  we  respectfully  suggest  that  tbe  Pood  and  Agriculture  Act 
of  1965  be  amended  to  extend  tlie  use  of  market  orders  to  all  crops. 

We  believe  that  It  would  help  farmers  market  their  products  more  efficiently 
aad  gain  a  greaiter  retnm  from  their  production  if  market  order  authority  were 
expanded  to  include  all  agricultural  commodities.  Growers  of  those  crops  now 
covered  are  permitted  to  vote  on  whether  to  establish  market  ordern  for  their 
commodities.  This  privilege  should  be  extended  to  producers  of  all  commodltiea 


We  believe  that  our  past  Worthy  Master.  Herschel  D.  Newsora,  summed  up 
agriculture's  need  for  a  Consumer  Resen-c  of  Food  and  Fiber  in  hla  last  address 
to  the  Delegate  Body,  in  Peoria.  Illinois,  in  November  196S.  and  I  quote : 

"The  fact  that  American  agriculture  has  been  called  upon.  In  World  War  I; 
in  World  War  II :  in  the  Korean  War;  and  as  recentJy  as  11)67,  to  produce  in 
the  national  Interest— to  'Arm  and  Feed  our  Allies  to  Make  the  World  Safe  for 
Democracy',  and  as  Secretary  <_'laude  Wlckard  put  it,  because  'Food  Will  Win 
tbe  War  and  Write  the  Peace',  and  as  we  were  told  in  the  Korean  War  and 
wily  as  recently  as  two  years  ago  ithat  'the  world  has  grown  to  depend  upon 
U.S.  strategic  food  supplies  and  reserves' — always  to  discover  later  that  whein 
lliese  emergencies  were  passed  aad  markets  disappeared  rapidly,  that  depression 
prices  resulted — all  these  factors  have  established  n  very  discouraging  pattern  of 
economic  Injustice  and  the  consequent  ri-alng  rates  of  Indebtedness  on  U.S. 
farmers.  And  unfortunately.  In  many  cases,  these  injustlcee  have  to  some  extent 
teen  passed  along  to  farmers  of  the  rest  of  the  world.  All  farmers  have  been 
tnrt  from  the  consequences  of  expecting  farmers  to  produce  without  regard  to 
vbo'B  going  to  pay  for  the  extra  production. 

"No  other  segment  of  tbe  American  economy  has  been  called  upon  to  produce 
tte  prodacts  In  excess  of  market  demands  without  a  firm  guarantee  of  cost  plufl 
10  percent  or  some  other  such  factor,  in  addition  to  a  clear  and  unmistakable 
jiledge  on  the  part  of  the  Government  of  the  United  States  to  'stockpile'  or  place 
in  'reserve'  such  extra  production — so  that  the  extra  production  would  not 
destroy  the  price  level  and  threaten  the  financial  Integrity  of  the  producers  of 
nch  liational  requirement'. 

-Thla  Annual  Session  of  the  National  Grange  should  emphasize  with  all  the 
vlfor  at  its  command,  that  neither  American  agriculture,  rural  America,  nor 
the  nation  as  a  whole,  can  tolerate  this  sort  of  needless  and  unwise  exploitation 
of  American  farmers.  American  farmers  cannot  shoulder  a  disproportionate 
■hare  of  the  cost  of  our  foreign  relations  program.  Farmers  want  to  produce 
for  hungry  peoi^e,  but  If  we  are  to  preserve  a  capitalistic  structure,  a  diverse, 
IndiTldnal  enterprise  structure,  which  in  all  American  history  has  served  America 
veil,  then  we  must  recognize  that  American  farmers  in  equity  and  Justice,  as 
well  as  in  the  national  Interest,  must  receive  comparable  treatment  to  that 
accorded  to  every  other  producer  in  America  called  upon  to  produce  for  the 
national  interest  Further  delay  in  incorporating  food  bank  or  strategic  food  and 
liber  reserve  provisions,  reasonably  defined  and  equitably  administered,  is  intol- 
oabte  and,  indeed.  Is  a  threat  to  the  national  interest,  as  well  as  to  agricultural 
well-being." 

We  now  have  carry-over  supplies  of  these  products.  But  no  program  has  been 
eBtat)Ilshed  to  umlntain  a  proper  reserve  to  protect  us  in  the  event  of  emergency 
vrhlch  could  either  boost  demand  or  sharply  reduce  production. 

With  such  a  reserve,  greater  accuracy  in  supply-management  by  commodit7 
programs  would  be  possible.  This  then  would  permit  us  to  more  closelj'  and  con- 
tistently  approach  price  and  income  goals. 

This  reserve  would  provide  that : 

1.  To  the  maximum  extent  practical,  reserve  stocks  of  agricultural  commodi- 
ties be  maintained  under  producer  control. 

2.  The  reserve  level  of  a  commodity  for  any  marketing  year  be  established  at  a 
imcentage  of  the  estimated  export  and  domestic  consumption  of  the  commodity. 

3.  Whenever,  during  any  marketing  year,  the  uncommitted  stocks  of  wheat, 
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feed  gralUB,  cotton  or  soybeane  owned  by  Commodity  Credit  CorpoMtiim  fall 
below  the  reserve  level  established  for  snch  a  commonlitr,  CCC  should  BCQuire 
those  qimntttiefi  of  the  commodity  neoessary  to  rebuild  the  renerve  at  a  purctute 
price  at  the  prevaillug  market  level. 

4.  When  these  cvuimoditieu  bave  been  purchased  and  [daced  In  the  reserve, 
they  must  be  held  in  aueb  u  uinniier  so  ok  not  to  affect  market  pricex. 

Exhibit  K 

WHAT  IF  THE  lees  food  an»  auric vi.t cue  act  ir  not  extended  ob  r^laced? 

If  the  Congress  slionld  not  iiass  new  farm  leKlKlatimi  <  the  KotKl  and  Agrl<-ultiire 
Aet  of  1965  ex|)lre.x  on  the  crop  hanest  ()f  1!170).  statutes  and  prograinB  in  effect 
before  1060  then  would  autonintltallf  be  reactivated. 

PROORAU  PHOvrsiosn 

Wheat. — The  Secretiiry  would  be  required  to  determine  and  announ<-e  whether 
the  supply  of  wbeiit  is  Uke^  to  be  excessive,  and  [f  so  to  proclaim  a  marketins 
quota  program  subject  to  grower  referendum.  Bused  on  the  national  inarketlnK 
quota,  individual  farm  quotas  would  be  established  In  terms  of  acreage  allotments. 

1.  If  marketing  quotas  are  proclaimed  and  are  approved  by  %  or  more  at 
the  faruiers  voting  in  a  referendum,  marketing  quotas  would  be  in  effect  and 
land-use  penalty  would  apply  for  failure  to  make  inandator.v  diversion  l>ut  there 
woidd  t)e  no  diver^im  iMyments.  A  wheat  uuirketing  certificate  program  would  be 
in  effect — domestic  certlllcatps  plus  limn  not  less  than  6r>  percent  or  more  than 
00  per<*nl  of  iiarity  with  pn>ces.sor8  rwiuired  to  pfly  full  value  of  dome*>tic 
certUfleates. 

2.  If  marketing  quotas  are  iIli^pprovHl  In  referendum,  tbere  would  be  no 
marketing  quotas,  no  land-use  iiena I ty.  no  wheat  certificates,  and  no  dlreisioniMy- 
mentM.  I'rlce  su|>iiort  tJirough  brnna  and  purchases  would  be  availaUe  to  producerB 
who  cwuply  wltb  their  allotment  at  50  percent  of  parity. 

3.  If  ninrkef  Ing  quotas  nrt-  not  prnelalmeil.  there  woidd  he  no  marketlni!:  quotas, 
no  land-use  iH^nnlty.  no  wheat  certiHmtes  or  no  diversion  iNiymeiitK.  I'ric*'  suiiixirt 
through  Irmns  or  purchases  would  be  available  toprodwer»whoeom[riy  with  their 
allotment  at  75  ]a-rcent  to  00  )>er<'eiit  of  parity  the  maximum  level  depending  on 
the  BUH)ly  iH-rcpntage. 

Under  any  alternative,  there  would  be  do  authority  for  wheat-feed  grains  sub' 
stitutlon  as  In  the  pn>sent  iiroeram. 

Fctfil  Oraine. —  \o  diversion,  price  BU])i>ort  payments,  or  com  bases.  Price  snp- 
port  through  Irmiis  or  ijiurchnses  for  c'om  would  he  available  to  all  at  such 
level  not  leas  th.in  ."jO  [lercent  or  more  than  00  percent  of  parity  as  the  Secretary 
(tetermlnes  will  not  resnit  in  increasing  ('CC  stocks  of  com  (other  feed  grains  at 
a  level  which  Is  fair  and  reasonable  In  relation  to  the  level  for  com). 

Cotton.— The  Secretary  would  be  required  to  determine  and  announce  whether 
the  total  supply  of  e<itton  would  extfed  nomial,  and  if  so  to  proi'lalm  a  marketinx 
quota  pruBniiii  suhject  to  grower  referendum.  Based  on  the  natiiwal  maricetlng 
quota.  Individual  farm  quotas  would  be  established  In  terms  Ot  acnage 
allotments. 

1.  If  marketing  (inntas  are  pmcbiimed  and  are  approved  by  %rdB  or  more  of 
the  farmers  voting  in  a  referendimi.  marketing  quotas  would  be  in  effect,  but  no 
diversion  or  price  supiKirt  inyments.  I'rlce  supiwrt  loans  would  be  available  te 
producers  who  comply  with  their  allntmenls  through  loans  or  purchases  at  not 
less  than  ft")  jierient  or  more  than  00  percent  of  parity  as  determined  by  tbe 
Secretary.  There  would  he  no  authority  to  make  cotton  available  to  domestic 
mills  at  the  world  price  if  such  la  lower  than  legal  minimum  price  for  unrestrirtfJ 

2.  If  marketing  quotas  are  disapproved  in  referendum,  there  would  be  no  mat- 
keting  quotas,  no  diversion  or  price  aupiwrt  payments.  Price  supinrt  tbrongii 
loans  or  purchases  would  lie  available  to  producers  who  comply  with  their  allot- 
ments at  50  jien 'en  t  of  pnrity. 

3.  If  marketing  quot re  not  proclaimed,  there  would  he  no  dlversiuo  w 

price  support  payments.  Price  support  would  l»  at  Of!  percent  or  00  percent  ot 
parity.  Compliance  with  allotments  could  be  required  aa  a  condition  of  ellglbD- 
Ity  for  price  siipport. 
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Under  any  alternative,  Uiere  would  be  no  authority  to  sell,  lease  or  transfer 
cotton  allotments. 

Wool. — ^Wool  again  would  become  a  non-baaic  commodity.  The  direct  price  sup- 
port pajment  would  stop^  Price  support  wonld  come  through  loans  or  purchases 
discretionary  with  the  Secretary  at  not  more  than  90  percent  of  parity. 


I    ADJUST  MB  NT    PBOOBAM 

There  would  be  no  authority  to  conduct  CAP. 

PBOBABLE    RESULTS 

With  the  removal  of  production  restraints  on  feed  grain  production,  feed  grain 
output  would  Increase  sharply.  In  view  of  the  proMi)ect,  the  com  loan  rate  prob- 
aWy  would  have  to  be  set  at  the  minimum— or  about  90  cents  per  bushel.  Not  all 
of  the  41  million  acres  diverted  undpr  the  Feed  Grain  I'rogram  In  196ft  would  re- 
turn to  grain  production.  Nor  would  the  yields  on  these  diverted  acres  be  equal 
to  the  land  presently  cropped.  Use  would  be  up  too,  but  not  nearly  as  much  the 
first  year  as  output.  Thus,  feed  grain  supply  could  outrun  use  by  as  much  as 
nearly  40  million  tons.  Virtually  all  of  this  would  wind  up  in  CCC  hands. 

Cotton  output  would  increase  also,  with  the  loan  at  over  31  cents  per  pound. 
The  higher  price  would  Impede  domestic  use  of  the  crop,  as  well  as  exports,  with 
the  result  that  supply  would  outrun  use  by  probably  around  6  million  bales.  All 
of  this  wonld  wind  up  in  CCC  hands. 

With  wheat  quotas,  production  would  fall  a  little  short  of  ufie  and  carryover 
decline  Blightly.  If  quotas  were  rejected,  production  would  outrun  use  and 
■rouDd  175  million  bushels  probably  accumulate  In  CCX3  hands. 

On  balance.  Government  program  costs  under  basic  legislation  In  1971  would 
be  lower  than  liK^  estimated  costs  .  .  .  about  $450  million  less  If  wheat  quotas 
were  approved  and  about  $800  million  less  if  quotas  were  rejected.  Program 
tests  would  be  less  for  wheat  and  feed  grains  would  be  lower  .  .  .  cotton  higher. 

Total  net  farm  income  would  decline  more  than  program  costs — about  $800 
DiiUion  below  1969  estimated  levels  if  wheat  quotas  were  approved  and  $1.3 
billion  if  quotH.-(  were  rejected.  However,  the  effects  would  not  be  spread  evenly 
■mong  farmers. 

Cotton  producers,  thanks  to  the  higher  price  support,  would  have  higher 
incomes — with  the  reduction  greater  in  case  the  quotas  were  rejected. 

The  higher  net  returns  from  cotton  and  lower  net  returns  from  wheat  would 
be  shared  among  individual  farmers  about  in  the  same  proportion  as  these 
crops  are  produced  on   the  Individual  farms. 

Returns  from  feed  grains  would  decline  as  a  result  of  the  lower  price  and 
Ibe  coHt  of  the  added  output  on  the  diverted  acres  brought  hack  into  production. 
However,  those  who  produced  feed  grain  for  sale  would  suffer  an  Income  loss, 
resulting  from  lower  feed  grain  prices  .  ,  .  and  of  this  group,  those  who  had 
participated  in  the  feed  grain  program  and  could  add  to  their  output  by  pro- 
<hu'ing  on  the  acres  no  longer  diverted  would  feel  the  Impact  less  than  those 
irbo  had  not  |>artlci[>ated  and  already  were  in  full  production  with  no  chance  to 
in(Tea«e  output. 

In  one  year's  time  not  much  change  In  total  beef  and  hog  output  could  be 
Mpected — nor  in  dairy.  Some  increase  in  poultry  would  be  probable.  Feediug 
wonld  be  at  a  heavier  mte  for  all  classes  of  livestock.  Rut  the  sum  total  Impact 
In  the  first  year  probably  would  not  be  sufflcient  to  seriously  weaken  livestock 
prices.  So  there  would  be  little  or  do  income  loss  in  19T1  for  the  livestock  farmer 
irto  fed  all  his  grain — ^ven  though  the  price  of  grain  was  lower.  In  fact,  the 
lower  price  tags  on  feed  would  Increase  the  net  profit  in  this  first  year  for  those 
who  bought  feed.  Their  gain  would  be  the  cash  grain  producer's  loss. 

Obviously,  however,  the  wider  feeding  margins  would  bring  forth  increased 
livestock  and  poultry  output  in  subsequent  years  and  with  this,  lower  prices 
aad  profits  for  livestock  and  poultry  producers. 

8UMMIK0  XJP 

Total  net  farm  income  in  1971  probably  would  be  $800  million  to  $1.2  billion 
tawer  than  1969  estimated  levels  If  farm  programs  return  to  basic  legislation 
I      In  that  year. 
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Cotton  Income  tronid  rise,  bnt  tUa  wonld  be  more  tban  offset  by  lower  Incomes 
from  feed  Kratns  and  wheat  The  Income  decline  would  be  limited  to  Uila  lerel 
only  because  of  Sizable  accnmulatlon  of  feed  grains  and  cottim  In  Government 
hands— probably  nearly  40  million  tons  of  feed  grains  and  6  millioii  bAles  of 
cotton. 

Even  with  the  sizable  stock  accnmnlatfons,  the  Qoremment  program  costs 
would  decline  some  $450  to  S800  million  below  lBf»  estimated  costs.  Bat  tJiere 
would  be  a  shift  in  the  nature  of  these  costs— from  sizable  direct  paymente  to 
costs  through  loan  activity  and  loan  default.  And  if  the  pn^ram  were  con- 
tinued tor  subsequent  years,  program  c<»t8  would  mount  through  rising  handltag 
and  storage  costs  of  the  mounting  feed  grain  and  cotton  stockpile. 

Obviously  it  1b  questionable  how  long  the  public  would  continue  to  support 
the  funding  of  a  farm  program  which  buUt  up  stocks  at  such  a  pace — and  which 
was  in  effect  putting  cotton  out  of  business  as  the  textile  Industry  rapidly  shifted 
to  nyothetlcs  in  the  face  of  the  excesslTely  high  and  non-competitive  cotton  price 
support 

The  Chairman,  "We  will  be  back  for  the  next  and  last  witness. 

( Whereupon,  there  was  a  short  recess.) 

The  Chairman.  The  committee  will  please  come  to  order. 

Mr.  Staley,  will  you  identify  yourself  for  the  record,  please. 

SIATEHENI  OF  OBEN  LEE  STALET,  FSESIDEirr,  NATZOHAL 
FABJffEKS  ORGAinZATION,  AND  HARRT  L.  OBAHAH,  LBGKLA- 
TIVE  EEFRESENTATIVE,  HATIONAL  FAHHEBS  OBGAmZATIOH 

Mr.  Stalet.  I  am  Oren  Lee  Staley,  president  of  the  National  Farm- 
ers  Or^inization. 

The  Chairman.  You  may  proceed. 

Mr.  Stalet.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee. 

I  am  Oren  Lee  Staley,  president  of  the  National  Farmers  Orfl;sni2a- 
tion — NFO.  I  have  with  me  Harry  Qraham,  a  veteran  legislative  rep- 
resentative, who  is  now  full-time  legislative  representative  for  the 
NFO  based  here  in  Washington,  D.C.  We  a.ppreciate  the  opportunity 
to  appear  before  this  distinguished  committee. 

The  NFO  is  an  organization  of  farmers.  Its  membership  is  made  up 
entirely  of  farm  producers.  It  has  had  the  most  rapid  growth  in  the 
history  of  any  farm  organization.  The  NFO  now  has  oi^anizations  in 
all  48  States  of  the  continental  United  States.  The  NFO's  program 
is  collective  bargaining  for  agriculture. 

Farmers  and  ranchers,  for  the  first  time  in  the  history  of  agricol- 
ture,  have  been  able  to  develop  enough  economic  strength  to  bring 
about  price  increases  on  many  farm  commodities.  The  last  12  montlu 
has  been  a.  period  of  unexpected  price  increases  on  several  commodities. 
The  theory  of  the  law  of  supply  and  demand  has  bewi  upset.  Even 
though  there  has  been  little  change  in  the  supply  of  agricultural  com- 
modities,  and  in  some  instances  an  increase  m  supply,  the  price  has 
gone  up  substantially  on  many  farm  commodities  because  of  the  NFO 
efforts. 

The  NFO  has  been  able  to  achieve  this  because ; 

It  has  a  total  bargaining  structure  in  48  States,  where  it  is  either 
bargaining  or  has  the  capability  to  bargain. 

It  has  been  able  to  prevent  low  price  areas  from  tearing  down  hi^ 
price  areas. 
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It  has  been,  able  to  secure  contracts  with  many  lai^ie  companies  on 
Tarious  commodities,  whi<^  include  pricing  formulas. 

It  has  become  the  price  leader  for  farmers  because  when  it  bargains 
out  a  better  price  for  its  members  every  buyer -who  is  not  receiving 
production  going  onder  that  contract  tries  to  beat  the  price  NFO 
members  receive. 

It  has  been  able  to  establish  upward  price  pressure,  which  has  forced 
processors  to  be  more  aggressive  in  pricing  agricultural  products. 

It  has  found  the  key  t»  collective  bargainmg  in  agriculture  to  be 
farmers  bargaining  together  and  selling  together  in  a.  nationwide  struc- 
ture 90  they  can  compete  wiUi  large  companies  that  buy  in  all  agri- 
cnltural  productive  areas  of  the  48  States  of  the  continental  United 
StatesL 

NFO  members  realize  that  the  only  way  they  can  compete  at  the 
marketplace  is  through  the  NFO  collective  bargaining  program.  But, 
»t  the  same  time,  they  do  not  want  farm  programs  weakened  and 
certainly  not  destroyed,  because  although  farm  programs  cannot  be 
eipected  to  get  farmers  a  fair  price,  they  can  serve  as  a  minimum. 

It  is  with  pleasure  and  with  great  satisfaction  that  NFO,  as  a  part 
of  a  coalition  farm  effort,  heartediy  supports  and  endorses  the  farm 
coalition  bill,  which  is  Senate  bill  248,  introduced  September  25, 
1969.  The  farm  coalition,  made  up  of  some  24  farm  organizations, 
since  I  guess  it  has  been  increased  two  more,  after  lengthy  discussions, 
agreed  to  solidify  their  efforts  on  farm  legislation  and  present  a  bill 
Wiich  they  could  all  support. 

This  effort  is  the  result  of  several  years  of  behind-the-scenes  agree- 
n»nt  on  many  points  of  previous  farm  program  proposals.  This  agree- 
ment has  now  surfaced  and  the  unity  among  the  farm  organizations 
making  up  the  farm  coalition,  is  building  and  strengthening.  This  is 
»  great  step  forward  for  agriculture  and  as  the  consi(teration  of  a  ^rm 
ImD  continues  in  the  Senate;  the  farm  coalition,  I  feel  certain,  will  con- 
tinue to  strengthen  its  position  and  will  not  compromise  or  yield  on 
my  point  that  would  reduce  farm  income  even  1  penny.  Farmers  and 
ranchers  have  enthusiastically  supported  the  cooperation  devdoped 
&mong  the  farm  organizations  making  up  the  farm  coalition. 

A  recent  poll  taken  by  the  Prairie  Farmer,  the  agricultural  publica- 
tion which  blankets  the  States  of  Illinois  and  Indiana,  proved  that  the 
farm  coalition  is  now  speaking  the  viewpoints  of  the  American  farm- 
ers. The  poll  shows  that  only  20  percent  of  the  Farm  Bureau  rank-and- 
file  members  support  the  basic  policy  of  the  Farm  Bureau.  This  is  an 
overwhelming  denunciation  of  the  Farm  Bureau  proposals  to  phase 
fiirm  programs  out  within  a  5-year  period  of  time  and  to  replace  them 
with  a  farm  retirement  program.  The  Farm  Bureau  is  out  of  tune  with 
farmer's  thinking. 

{The  information  referred  to  above  is  as  follows :) 

[Repcinted  (rom  Pralrte  Farmer,  Jan,  8, 19701 
Do  FAKUERa  Want  an  End  to  Pboobaus  in  5  Tears? 

Farm  Burean  obviouslj  aaaumes  that  the  majority  of  its  memberB  favor  a  5- 

IMr  pbaseout  of  current  farm  programs.  Tbls  Is  the  beart  of  the  AFBF's  naUonat 

farm  policy. 

i        By  the  same  rardetlck,  the  American  Farm  Bnrean  Federation  assumes  that 

i     the  majority  of  its  members  anpport  a  large-scale  program  of  whole  farm  rental 

ft    Itir  Ktirement  (r<»n  prodnctloa 
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Neither  Indlnna  nor  IlllnolH  Ix  th<>  whole  I'HA,  liut  ther  do  happen  to  be  the 
'2  Uirtsext  state  Fnrm  BureaiiM  in  tlii*  nation.  Ai^-ordinK  <o  a  recent  Fralrie  Farmer 
oi)tnion  poll,  ttie  S-year  pliaHcDiit  and  land  n-tlrcineiit  iiroiMMalH  liave  very  little 
Mnpiwrt  (13^%)  as  banic  farm  iiollcy  amooK  all  Indiana  and  IllinoiH  farmen. 

Wt>  anked  tills  queetlun  at  the  reqiiext  of  a  farmer  who  said  he  l)e1lPTed  most 
farmers  wanted  a  compnisory  i>n>gram  of  <-rop  contrulM  with  a  piarantee  of  100% 
(if  jwrity.  "Awk  liotii  of  these  cineMtions  in  your  next  iwll,"  he  requested,  "and 
you'll  really  And  out  somethinK." 

The  Hometblng  we  found  out  wawn't  all  he  expwted.  Most  farmers  had  Httle 
symjiathy  for  either  compulsion  or  phaseont. 

Officially  both  the  Indiana  and  Illinois  Farm  Bureaus  HU[iport  the  ATRVa  5- 
yi'ur  farm  program  ]iha«eout  iMillcjr  with  masxlve  land  retirement. 

If  our  iiolls  are  rlKht.  and  we  liave  no  reason  to  doubt  them,  only  2CI%  of  the 
Farm  Bureau  rank  and  flle  niemlierM  support  this  basic  policy. 

Why  is  tiiere  such  an  overwhelming  discrepancy  between  member  opinion  and 
Farm  Bureau  policy?  It's  an  interesting  <iueBtlon, 

Mr.  Stai.et.  Tlie  farm  conlition  todny,  cnllinfr  for  "  continuation  of 
the  Apricultuml  Act  of  lflfir»,  represents  tlie  desires  and  hopes  of  fann- 
ers and  rnnchers. 

Tlie  Farm  Bureau  policies  would  cnnse  chaos  in  farm  areas  and  rural 
America,  The  Farm  Biirean  proposals  to  do  awav  with  price-s«pp<irt 
programs  would  force  fanners  into  forced  sales  at  liarvestt inie  and 
would  mean  very  low  grain  i)rices.  which  would  mean  low  livestock 

_!  more  than  loans  on  crops  that 
have  been  harvested.  It  would  l>e  very  difficult  for  lending  institution:) 
to  advance  sufficient  credit  at  harvesttimc  so  farmers  could  decide,  with 
a  freedom  of  choice,  as  to  the  time  of  year  they  want  to  sell  their  crops. 
The  Farm  Bureau  ha-s  joined  the  side  of  the  big  grain  companies 
and  big  proces,sors  in  fighting  farm  programs.  Farm  pi^grams  slinuld 
be  as  well  accepted  in  our  present-day  economy  as  social  sectirity  and 

Farm  unity  among  farm  organizations  is  building.  And  nnity  of 
purpose  and  thought  among  farmers  has  reached  an  all-time  higlu 
Farmers,  ranchers,  and  rural  business  people  are  vitally  interested  in 
seeing  farm  income  increased.  They  are  vigorously  opposed  to  any 
program  or  legislatiye  procedures  that  will  redtice  rural  income, 

Kural  people  have  be«n  the  forgotten  |>eople  of  this  economy.  Tltey 
will  no  longer  allow  themselves  to  remain  in  this  category.  Farmers 
and  ranchers  are  intelligent  and  well-educated  people.  They  are  well 
aware  that  mr>re  and  more  is  being  done  for  other  segments  of  the 
economy.  They  are  shocked  at  the  attitude  of  unconcern  about  the!' 
problems. 

Farmers  and  ranchers  are  going  to  do  moi^  and  more  for  themselves 
tlirough  the  SFf)  <'ollective  bargaining  progi-am.  They  know  this  is 
their  only  answer,  but  they  also  know  that  while  they  are  willing  to 
stand  tm  their  own  feet,  that  more  and  more  Iienefits  are  going  to  other 
segments  of  the  economy  and,  therefore,  they  are  in  no  mood  to  be 
pushed  around  and  to  see  farm  programs  weakened  in  any  manner. 

Tliey  will  not  W  fcxtled  by  hedgmg.  political  statements.  Farmer? 
and  ranchers  expect  their  Senators  and  Congressmen  to  protect  their 
welfare  with  as  much  vigor  as  Senators  and  Congressmen  protect  ttie 
welfare  of  other  groups. 

Partisan  political  support  is  rapidly  disappearing  in  rural  America. 
Farmers  and  ranchers,  in  the  future,  will  support  the  Senators  and 


)y  Google 


OoDgFessmen  who  support  them,  and  they  frill  vote  aj^ainst  those  who 
do  not  look  after  their  interests. 

Traditionally,  this  has  not  been  true.  But  in  the  past  few  electi(»is. 
yoa  ihavB  seen  more  and  more  of  a  swing  vote  amon?  farmers  and 
nnchers.  This  trend  started  with  the  election  of  Franklin  X>.  Roose- 
velt. It  continued  when  the  farm  and  rural  vote  elected  Harry  Truman. 
It  was  the  statement  by  Dwight  D.  Eisenhower  that  he  favored  90 
percent  of  parity  that  really  swung  farm  votes. 

Farmers  and  ranchers  were  liopeful  that  I^yndon  Johnson,  because 
of  his  record,  would  protect  farmers  equally  as  well  as  he  worked  for 
the  protection  of  otiher  groups^.  They  became  more  and  more  disen- 
chanted with  the  lack  of  aggressive  action  on  the  part  of  the  .fohnson 
administration. 

They  voted  for  Richard  Nixon  because  they  had  the  feeling  that 
farm  programs  would  not  deteriorate  any  nioi-e  under  his  administra- 
tion. This  was  ba-sed  on  a  statement  that  he  made  concerning  his  po- 
tation (Ml  farm  policy,  and  because  Hubert  Humphrey  avoided  the 
fami  issue. 

Farmers,  ranchers,  and  people  in  rural  America  did  not  vote  for 
Kichard  Nixon  to  have  farm  progi'ams  weakenetl  or  farm  income  re- 
duced. The  NFO  will  use  all  of  its  strength  to  be  sure  that  candidates 
for  political  office,  in  the  future,  make  their  position  on  farm  and 
mral  issues  clear. 

The  political  atmosphere  in  rural  America  is  different  today  than 
ever  before.  Farmers,  ranchers,  and  rural  business  people  have  closer 
eccnomic  ties  than  ever  before  because  of  the  large  volume  of  business 
that  is  transacted  in  rural  America.  All  are  dependent  upon  the  income 
leiel  in  agriculture  for  their  welfare. 

We  want  to  make  it  clear  tihat  the  NFO  will  advise  its  members  to 
support  the  senatorial  and  congressional  candidates  on  the  basis  of 
Iheir  votes,  and  not  on  political  promises,  excuses,  or  party  affiliation. 
The  voting  power  of  rural  America,  which  includes  farmers,  ranchers, 
and  rural  business  people,  is  still  the  biggest  bloc  of  votes  in  this 
Nation.  This  strength  must  and  will  be  used  for  the  benefit  of  rural 
America. 

We  would  observe  that  it  is  most  unfortunate  tliat  farmers  are  now 
subject  to  one  of  the  most  viscious  attacks  on  farmers  and  farming  in 
onr  history.  This  attack  is  from  many  sources.  Vested  interest  groups, 
whose  profits  are  enhanced  by  depressed  farm  prices,  are  in  the  fore- 
front. The  recent  successful  assault  on  market  orders  by  the  National 
Canners  Association  was  particularly  foreboding  as  it  was  rhe  fore- 
runner of  yet  other  assaults  on  Federal  market  orders.  The  reversal  of 
a  long  record  of  extending  the  list  of  crops  eligible  for  market  orders 
is  of  great  concern  to  us. 

Too  much  credence  is  being  given  to  tlie  economic  and  academic 
community  whose  oversimplifi^  application  of  classical,  economic 
theories  seem  to  indicate  that  they  think  agriculture  exists  in  a  vacuum. 
The  idea  that  a  "free  market"  agriculture  can  exist  in  a  dnal  economic 
system  where  the  rest  of  the  economy  operates  under  conditions  of 
controlled  production  and  increasing  costs  passed  on  to  the  farmers, 
while  the  same  system  prevent.s  the  fanner  from  passing  his  costs  on 
to  the  user  of  his  products,  is  ridiculous. 
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Included  in  this  group  are  those  who  want  to  decrease  the  priceg 
on  our  export  commodities  as  a  means  of  increasing  out  volume  of 
export  and  gross  earnings.  They  assume  that  a  10-percent  cut  in 
prices  will  lead  to  a  10-percent  mcraase  in  volume  and  that  the  in- 
come of  farmers  will  be  improved  by  tliis  arrangement.  They  fail 
to  recognize  that  any  increase  in  production  imd  sales  at  less  than 
the  cost  of  production  will  inevitauly  lead  to  increased  losses.  Tliis 
is  a  one-way  street  to  farm  bankruptcy. 

This  is  what  happened  in  the  1920%  when  a  continually  depressed 
agriculture  existed  in  an  inflated  and  prosperous  economy.  The  in- 
evitable collapse  of  agriculture  here  and  abroad  was  a  signilicaut 
cause  of  the  economic  collapse  of  the  free  world. 

The  coalition  farm  bill  is  built  on  experience  and  is  the  only  pro- 
posal advanced  which  sliows  any  hope  of  improving  farm  income. 
The  present  program  has  insured  farmers  against  disastrously  low 
farm  prices. 

There  must  be  no  reduction  in  support  i>rices  and  program  pay- 
ments because  there  is  siui|>ly  no  i-oom  for  reduction  in  farm  income. 
We  support  tlie  pi-oposal  for  a  consumer  secuiity  reserve.  It  can 
be  develoi>ed  without  additional  cost  aud  with  worttiwhile  and  meas- 
urable benefits. 

We  support  addition  of  agricultiirat  commodities  under  niarketin^r 
orders. 

NFO  is  solidly  l)ehind  the  present  ]>i'Ofrrtim  for  diversion  payments. 
We  believe  that  ex|wrien<'e  has  pi-oven  that  tying  program  payments 
to  the  progi'am  gets  the  best  ix'sults  for  the  (lovernnient  and  for  its 
investment. 

The  XFO  feels  strongly  that  the  parity  concept  of  support  level 
must  be  continued  and,  in  no  case,  substituted  with  other  fonnulns. 
Commodity  credit  loansmiist  be  continued.  Storage  facility  loans  are 
absolutely  necessary  and  must  be  made  available  by  congressioiiil 
action  if  satisfactory  provisions  are  not  made  available  by  adminis- 
trative  decision  in  the  Department  of  Agriculture. 

The  NFO  supports  the  other  provisions  pertaining  to  dairy,  wool, 
cotton,  wheat,  and  rice  and,  from  time  to  time,  will  cooiwrate  with  tlie 
farm  coalition  in  making  additional  suggestions  to  increase  farm 
income. 

Those  who  criticize  farm  progrnnis  are  very  unfair  in  their  criti- 
cism. They  do  not  slick  with  the  facts.  We  want  to  point  out  that  tl» 
export  of  ajrricultnral  commodities  under  domestic  (lox'ernment  pro- 
grams has  totaled  S!2i),!>74  million  in  desperately  needed  goals  in  1065- 
Agricultural  exports  have  I)een  twice  as  great  as  that  of  any  other 
American  industry-  Without  that  income  from  agricultural  export!), 
the  shaky  situation  of  the  dollar  would  pi-obahly  have  l>een  a  disastrous 
devaluation  of  the  dollar  witli  all  its  ramifications  to  the  world. 

We  would  point  out  for  the  record  that,  at  the  time  when  our  affri- 
cnltiiral  exports  had  dropped  to  an  insignificant  level,  some  farm  M- 
ganizations,  sup|K)sedly  representing  their  meml)ers,  agreed  to  a  redac- 
tion in  their  prices  in  order  to  stimulate  our  exports.  The  results  were 
plienonienal  for  everyone  hut  the  farmer.  The  direct  sulwidy  approach 
was  an  attemjit  to  pay  the  fatmei-s  a  minimum  price  for  their  products 
whose  prices  had  wen  dcpres^-ed  by  coniiM'litive  world  prices. 
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There  was  one  complicatitai  which  had  to  be  avoided,  lliat  was  the 
use  of  Government  subsidies  to  stimulate  cash  exports.  ThiB  was  a 
direct  violation  of  the  GATT,  the  General  Agreement  on  Tariff  and 
iSwle,  which  our  country  signed  and  which  is  a  treaty  approved 
by  this  body.  The  use  of  diversion  payments,  conservation  payments, 
market  and  treasury  certificates,  were  all  means  of  accomplishing  the 
dnal  ends  of  maintaining  minimum  farm  income  and  maximum  export 
earnings. 

The  export  subsidy  called  for  in  the  coalition  farm  bill  simply  pro- 
vides for  eccoiomic  equity  and  elemental  justice.  Some  of  these  Govem- 
ment  earnings  should  be  returned  to  those  who  made  these  profits 
possible. 

Senator  Miller.  Would  you  yield  at  that  point?  I  very  much  ap- 
preciate the  fact  and  I  believe  you  are  the  only  witness  so  far  wlio  1ms 
pointed  out  a  problem  I  have  been  raisin)^  about  the  GATT  rules  and 
that  is  that  the  direct  subsidy,  as  yon  pomtad  oi't.  is  to  all  my  infor- 
mation a  violation  of  them.  I  am  wondering  whether  or  not  this  cer- 
tificate program  in  the  coalition  bill  would  not  also  be  a  violation  of  it  i 

.\Ir.  Stalet.  We  don't  think  so.  I  am  going  to  ask  Harry  to  comment 
because  he  has  had  a  lot  of  experience  and  has  been  on  the  GATT  ne- 
eotiations.  I  was  somewhat  familiar  with  them.  Senator  Miller,  I  know 
ui&t  in  the  early  discussions  which  I  have  severe  disagreement  on, 
serious,  as  bad  as  you  can  have,  with  Secretiiry  of  Agi-iciiltuie  Freeman 
ind  Under  Secretary  Schnittker  at  the  time  because  we  had  an  op- 
portunity as  we  understood  it  that,  to  stsiit  with,  the  i-ountries  of  the 
Konomic  community  would  have  gone  for  something  like  40  cents 
bigher  in  wheat  prices,  in  the  world  price  at  the  time,  but  it  was  our 
policies  that  were  the  ones  that  led  the  price  downward  at  that  time 
when  other  countries  would  hnve  entered  into  agreements  that  would 
have  meant  much  higher  prices  to  f  arniei-s. 

In  addition,  a  very  vital  point,  as  we  understood  it,  and  as  we  Imve 
been  told  by  representatives  of  the  Common  Market  countries  in  our 
offices,  and  of  course  we  are  always  very  careful  to  be  on  the  side  of 
onr  Government  first,  but  1  would  like  to  analyze  what  your  ])olicies 
are. 

Senator  Mili.kr.  What  prompts  tliis  question — 

Mr.  Staley.  I  would  like  to  finish  this  if  I  might  because  it  is  very 
pertinent  to  the  subject.  They  would  have  gone  farther  than  the  rates, 
increasing  the  world  price,  but  they  also  would  have  l>een  a  part  of  a 
pool  taking  part  of  the  pnxluction  in  the  various  manners  and  mecli- 
anisms  that  would  have  been  necessary  with  the  exporting  countries 
and  importing  countries  and  with  excess  markets,  and  putting  a  part 
of  the  total  production  into  a  pool  that  would  have  been  used  to 
develop  underdeveloped  countries,  to  develop  new  markets  whii-h 
would  have  l>een  a  total  responsibiliity  to  all  who  were  party  to  the 
agreement. 

This  is  things  we  didn't  hear  much  about  ou  the  surface  and  we 
were  very  unhappy  about  it. 

Now,  with  that  brief  background  I  would  like  for  Harry  to  say 
about  the  mechanics.  He  is  more  familiar  with  the  actual  mechanics 
and  what  we  are  talking  about. 

Senator  M'ller.  I^et  me  add  a  footnote.  What  prompts  this,  as  you 
know,  the  Secretary's  propo;«d  bill  would  not  have  the  export  cer- 
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tificates  but  would  seek  to  make  up  tlie  difference  to  the  fanner,  aa  I 
understand  it,  by  improved  paymwits  so  that  the  farmw  comes  out 
the  same  way,  and  that  is  what  we  are  looking  for,  locddng  for  that 
very  nebulous  and  yet  terribly  important  formula  under  which  the 
farmer  will  come  out  the  same  but  ive  will  not  be  in  violation  of  GAIT. 

Mr.  Staley.  I  think,  first,  before  Harry  answers  on  GATT,  I  would 
disaf!;ree,  as  my  testimony  gets  on  down  liere  to  the  total  provisioiis 
incorporated  in  the  administration's  bill,  because  there  are  so  many 
fat-tors  that  happen  to  be  involved  in  it,  but  as  far  as  GATT 

Mr.  Gkaiiam.  The  Senator  is  most  correct  and  the  Secretary's  ap- 
prehension is  well  founded  in  tliat  any  subsidy  for  exports  in  indus- 
try Eire  illegal.  No  question  on  that  one.  There  is  a  little  bit  of  wavy 
ground  in  hei-e  when  you  get  into  agricultural  products. 

Now,  thjy  liave  never  ccntended  that  the  way  we  have  had  of  add- 
ing paynit  nts  to  get  farm  income  is  illegal,  nor  do  I  think  they  would 
until  we  j,et  into  a  position  of  trying  to  increase  our  sliare  of  the 
exjKirt  niiirket  by  some  subsidy,  wfietlier  it  was  liidden  or  not.  They 
know  tlie  difference.  We  are  not  kidding  them  nt  all. 

Senator  Miller.  No,  but  they  seem  to  be  kidding  us. 

Air,  Graham.  Yes,  I  know.  They  seem  to  be  kidding  us,  but  thty 
ai-e  letting  us  get  by  with  this  one  without  too  much  trouble. 

Really,  we  are  within  the  GATT  at  this  point,  but  if  we  tiy  to  nae 
a  subsidy  to  increase  our  share,  then  we  would  be  in  violatitHi  of  the 
GATT. 

Now,  at  this  point  I  tliink  France  and  the  Common  Market  is  as 
a  whole  is  in  violation  of  the  GATT  agreement  by  the  subsidy  they 
put  under  their  grain  export  to  get  into  markets  that  they  never  haii 

Senator  Milljji.  Ai-e  you  satisfied  that  this  export  subsidy  called  for 
in  the  bill  you  are  testifying  in  behalf  of  which  Mr.  Staley  has  just 
referred  to  would  be  in  compliance  with  the  GATT? 

Mr.  Graham.  I  think  it  would  have  to  be  added  somewhere  else  in 
program  paj-ments.  I  think  we  need  the  money  but  I  don't  think  we 
can  call  it  an  export  subsidy. 

Senator  Youno,  Canada  really  doesn't  have  a  free  market  in  wheat 
The  Canadian  Government  sets  the  price  from  day  to  day. 

ifr.  Ghaiiam.  The  Canadian  Wheat  Board  owns  all  the  wheat. 

Senator  Younc,  You  would  think  we  ought  to  be  able  to  set  a  price 
by  subsidizing  a  certain  amount.  If  the  Federal  Government  in  Canada 
can  set  the  ])rice  to  meet  comj^tttion  in  the  world  we  should  be  able 
to  talie  some  similar  action. 

Mr.  Graham,  The  problem  that  we  get  into  there,  and  this  is  what 
the  International  Grams  Agreement  tried  to  do,  set  a  price  that  would 
eliminate  the  need  for  export  subsidies,  and  when  we  broke  the  GATT 
agreement,  the  IGA,  then  we  turned  around  and  said  to  our  farmers, 
"You  are  going  to  have  to  take  lower  pritvs."  We  are  going  to  have  to 
sul>sidize  exports  in  some  way  to  get  income  back  up  where  it  was. 

We  would  have  much  preferred  going  the  International  Grains 
Agreement's  direction,  in  which  we  did  set  a  price  which  wouldn't 
make  it  necessary  to  have  an  export,  subsidy. 

Senator  Yorxo.  This  whole  wheat  market  is  complicated.  Then  is 
no  such  thing  as  a  free  market,  as  we  used  to  have  years  ago  it 
Ijiverjiool,  England. 
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Mr.  Graham.  It  doesn^  exist. 
■  Senator  Young.  The  market  is  rigged  all  over  the  world. 

Mr.  Grahau.  If  we  are  ^oinc  to  rig  price,  we  had  better  be  in  on 
the  rigging.  We  are  not  doing  that  at  the  prosenf  time. 

We  nave  got  a  supplement  that  we  would  add  to  this  after  it  is 
over  with  that  we  are  trying  to  destroy  the  rigging  apparatus  which 
in  turn  destroys  prices  for  our  people  as  well  as  anybody  else. 

Mr.  Staijiy.  I  think  Harry  has  done  a  tremendous  amount  of  work 
on  this  and  he  would  be  glad  to  supply  the  Senators  with  additional 
information  and  visit  with  you.  He  is  one  of  the  most  knowledgeable 
people  in  the  country  on  this.  It  is  a  very  complicated  system  and 
structure  but  it  is  very  important  and  vital  to  what  happens,  par- 
ticularly on  wheat. 

Mr.  Graham.  I  think  what  we  would  like  to  put  in  here  is  a  detailed 
blow-by-blow  description  of  how  the  International  Gnvins  Afrree- 
ment  was  destroyed,  day  by  day. 

Senator  Miller.  I  would  like  to  have  something  like  that  in  the 
record  if  j'ou  want  to  provide  it. 

Mr.  Graham.  I  have  got  it  for  jou. 

Mr,  Staley.  We  were  just  a  little  behind  in  preparation.  We  intend 
to  include  it  as  a  supplement, 

Mr.  Graham.  It  was  supposed  to  be  hei-e  but  maybe  it  will  come. 
(See  appendix  A.) 

Senator  Miller.  There  will  be  plenty  of  time  to  put  that  in. 

The  Chairman,  Yes,  in  connection  with  your  testimony, 

Mr.  Stalky.  We  note  with  great  apprehension  the  addition  of  the 
section  under  title  I  of  the  proposal  that  has  been  tentatively  adopted 
by  the  House.  This  would  chance  the  method  of  judicial  review  of 
milk  marketing  orders.  This  addition  has  several  bad  features.  It  re- 
quires the  complete  exhaustion  of  administrative  api>eals  before  court 
action  can  be  instituted.  In  the  establishment  of  a  market  order,  ob- 
jections to  the  proposed  orders  are  received  and  supposedly  considered. 
Their  review  By  the  judicial  office  at  this  time  would  he  preferable. 
The  proposal  provides  a  means  of  indolinife  delay. 

The  proposal  to  place  jurisdiction  in  the  court  of  appeals  instead  of 
the  Federal  district  court  removes  the  subject  from  the  home  court  of 
the  appellants.  It  forces  the  appellants  to  I>par  the  cost  of  printing  the 
hearing  records.  If  the  plaintiff  can  win  the  case  in  the  Fedenu  dis- 
trict court,  then  the  cost  of  the  appeal  must  l>e  home  by  the  Govern- 
ment agency.  Their  l^al  staff  of  printing  resources  are  paid  by  tax- 
payer money.  To  reverse  this  procedure  forces  a  man  to  contest  an 
opponent  which  he  helps  to  finance.  This  is  too  much  of  a  strain  on 
justice. 

The  most  Important  and  most  objectional  part  of  this  proposal  is 
tlie  elimination  of  "class"  suits. 

This  is  a  part  we  are  ven'  concerned  about  because  we  have  had 
some  experience  with  these,  that  to  change  this  would  be  very  bad,  we 
think. 

This  prevents  a  number  of  agreed  individuals  from  combining  their 
cases  to  share  their  very  substantial  costs,  and  to  acliieve  some  equity 
before  the  court.  Otherwise,  the  individual  fanner  who  thinks  he  has 
been  unjustly  deprived  of  his  economic  rights  simply  is  deprived  of 
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his  day  in  court,  and  tlie  possibility  of  economic  aggression  ^t  auto- 
cratic bureaucrats  against  defenseless  citizens  is  prntanced.  We  will 
also  tile  with  tlie  conuiiLttee  a  more  complete  brief  of  this  legislation 
and  the  judicial  history  of  the  problem  which  lead  to  the  introduction 
of  this  proposal,  whicli,  incidentally,  does  not  have  the  support  of  the 
total  coalition  of  farm  organizations,  {See  np|>endix  B.) 

The  NFO  opposes  the  limitation  of  payments. 

Senator  CuimB.  Before  you  leave  the  dairy  business,  I  asked  the 
Grange  people  if  they  favored  the  proposal  of  the  Milk  Producer 


Cooperatives  in — to  change  the  procedure  of  support  of  manufactur- 
ing milk  and  the  support  would  be  based  on  all  thi 
milk  instead  of  butterfat. 


Mr.  Stalet.  The  economic  factor — changes  to  the  econ<Mnic  factors. 

Senator  Citbtis.  It  would  eliminate  the  support  on  butterfat. 

Mr.  Staley,  Harrv,  would  you  like  t«  comment  on  that  ? 

Senator  Curtis.  1  imderstand  it  involves  about  1^  percent  of  the 
total  but,  of  course,  it  is  important  to  that  1^  percent. 

Mr.  Gr.\ham.  I  think  you  have  given  the  answer,  Senator,  that  the 
income  of  1%  percent  of  farmers  is  still  something  of  importance,  too, 
otherwise  what  do  they  do  ? 

Senator  CtrRTis.  It  is  not  li^  percent  of  the  farmers.  One  and  a  half 
percent  of  the  farmers  that  are  marketing  dairy  products. 

Mr.  Gr-miam.  I  bet  it  is  more  than  1^  percent  of  ihe  farmen, 
though.  These  are  the  little  farmers  with  10  cows  who  don't  have  a 
milk  truck  coming  into  their  plant  picking  it  up.  They  are  out  on  the 
edges.  At  any  rate,  they  hai-e  a  right  to  some  equity  in  their  price 
structure,  the  same  as  a  man  on  a  milk  route  and  ^lls  liis  production 
to  Class  I  markets. 

It  would  seem  to  me  another  factor  is  involved  in  here  and  that  is 
that  a  small  amount  of  unprotected  commodity  has  an  adverse  effect 
on  the  market  far  beyond  the  amount  of  the  commodity. 

Senator  Crims.  So  you  are  not  joining  with  these  other  membos 
of  the  coalition  to  support  that? 

Mr.  Staley,  No, 

>Ir.  GnAitABi.  That  is  one  we  couldn't  quite  do. 

Senator  Cvrtis.  I  don't  think  tliey  have  offered  it  as  part  of  the 
coalition  package. 

Mr.  Stalet.  I  dont  imderstand  that  they  have. 

I  would  like  to  add  something  further.  When  you  have  that  type 
of  a  situation,  it  is  usually  in  an  area  that  is  a  relatively  low  produc- 
tion area  as  far  as  dairy  is  concerned. 

It  is  an  isolated  area  and  there  is — in  the  other  normal  market 
areas  you  have  almost  all  the  producers  either  Grade  A  or  at  least  the 
book  type  operation.  But  these  people  ran  be  deprit-ed  very  easily 
be^uiise  they  ai-e  sitting  over  in  an  isolated  area  somewhere  and,  con- 
sequently, they  are  subject  to  more  economic,  power  from  a  big  com- 
pany than  maybe  is  the  only  buyer  of  that  particular  product,  an^ 
this  is  the  seriousness  of  something  like  this. 

I  am  thinking  of  outlying  areas  where  you  dont  even  have  bulk 
tank  deliveries,  for  example,  and  there  is  no  other  market. 

Now,  in  the  areas  where  there  is  hea^-y  milk  production,  the  people 
go  out  of  it  Iwause  there  is  no  place  to  market  it  there,  so  this  would 
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deprive  ft  group  of  farmers  of  the  benefits  of  bung  able  to  have 
some  justice  from  real  economic  powers  where  big  companies  are  the 
only  buyers.  For  that  reason,  I  think  it  should  contain  it 

The  Chairuan.  Proceed. 

Mr.  Stalet.  The  NFO  opposes  the  limitation  of  payments.  Limita- 
tion of  payments  only  hurts  the  effectiveness  of  voluntary  programs. 
The  objective  of  a  voluntaiy  program  is  to  take  acres  out  of  production. 
We  are  for  the  preservation  and  strengthening  of  the  family  type 
&nn,  which  is  tne  owner-operator  type  of  agriculture.  Limitation 
of  payments  would  be  harmful  to  the  family  type  operator  because  it 
would  release  those  acres  that  are  prohibited  from  receiving  any  pro- 
gram payments  for  some  type  of  agricultural  production  outside  the 
programs  and,  therefore,  would  hurt  the  effects  that  are  trying  to  be 
achieved  by  the  program. 

If  Congress  really  wants  to  slow  down  corporate  structures  en- 
tering agriculture,  then  a  true  reform  of  our  tax  laws  prohibiting  tax 
wrife-offson  farm  losses  is  the  nay  to  do  it. 

Tlie  XFO  is  seriously  concerned  about  the  proposed  administrntion 
farm  bill.  The  proposed  iKlminist ration  farm  bill  is  an  attempt  to 
grab  power  over  agriculture  prices,  because  it  gives  the  Secretary  dis- 
cretionary power  to  lower  price  supports  to  zero  if  he  so  desires. 
There  are  82  different  provisions  in  the  bill  that  give  the  Secretary 
of  Agriculture  the  sole  authoritv  to  make  determinations  that  could 
be  used  to  lower  farm  prices.  This  is  too  much  power  for  any  Sec- 
retary of  Agriculture. 

Farmers  are  becoming  more  (■nncemed  every  day  about  steps  being 
taken  by  the  Department  of  Agriculture  that  either  lower  farm  prices 
or  keep  farm  prices  at  a  low  level.  People  in  key  positions  in  the  De- 
partment of  Agriculture  and  in  the  Council  of  Economic  Advisers 
such  as  Palmby,  Bmenhaver,  Piilllierg  and  Dr.  Hauthaker  should  be 
replaced.  They  have  a  long  record  of  statements  on  agricultural  policy 
which  would  lower  farm  prices  and  be  particularly  beneficial  to  big 
grain  companies. 

The  reason  for  our  concern  is  now  a  long  string  of  decisions  that 
have  been  made  by  the  Department  of  Agriculfure  in  recent  months, 
which  all  lower  farm  prices. 

1.  Reduction  of  support  price  on  soybeans  from  $2.50  per  bushel  to 
$2.19perbushel. 

2.  Decreased  the  effectiveness  of  the  International  Grain  Agree- 
ment on  wheat  which  resulted  in  a  15-ceTit-per-bushel  drop  in  wheat 
prices. 

Senator  Bellmon.  When  did  this  drop  occur? 

Mr.  St.^let.  This  is  where  we  will  put  in  our  supplemental  step  hy 
step,  which  will  show 

Senator  Bellmon.  I  think  you  should  back  this  statement  up  or  take 
it  out  of  your  testimony. 

ifr.  Stautt.  We  will.  That  is  why  we  said  earlier  we  will  have  a 
supplemental  sheet. 

Senator  Bellmon,  You  are  not  taking  it  out  until  you  can  back  it 
up? 

Mr.  Stalbt.  We  can  back  it  up.  Harry,  will  vou  present  it  step  by 
Btept 
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Mr.  Graham.  There  was  a  drop  in  grain  prices  and  grain  prices 
stayed  low  after  (hia. 

Senator  Bellmon.  You  are  talking  wheat  prices. 

Mr.  Graiiam,  I  am  talking  alx)ut  wheat  prices.  It  only  had  to  do 
with  wheat  prices  for  a  time  and  there  has  been  some  increase  ance 
tliat  time  but  I  don't  think  the  increase — the  decrease  prior  to  this  or 
the  increase  since  this  action,  either  one,  has  anything  to  do  with  the 
International  Grains  Agreement.  Tliey  had  to  do  witTi  an  oversuppty 
of  grain  a  year  iigo  and  a  reduced  su])ply  tliis  year  in  the  Asian 
markets. 

Mr.  Stalev.  Harry,  ivoiild  you  pi-oceed  to  tell  them,  step  by  step, 
what  liappcned. 

Senator  Bei,L3ion.  I  want,  an  answer  to  this  question.  Wlien  did 
wheat  go  down  15  cents  a  bushel? 

Mr.  GiLMiAsr,  Jjot  us  supply  this  for  the  record,  and  if  we  can't,  we 
will  take  it  out. 

Mr.  Stalby.  It  is  a 

Senator  Beij^mox,  The  wheat  price  hasn't  changed  15  cents  in  3 
years. 

Mr.  Stai.ey  (continuing).  Yes:  they  have. 

Senator  Beixmon.  Sot  at  the  county  elevators.  I  am  in  the  wheat 
business  and  I  watch  it  every  day.  I  am  tiying  to  get  rid  of  my  wheat. 

Mr,  Stai.ey.  What  is  the  rate  in  your  area? 

Senator  Bellmon.  $1.30,  $1.29. 

Mr.  Staley.  You  are  fortunate. 

Senator  Dole.  It  is  stronger  now. 

Senator  Beixmox.  It  is  higher  than  it  has  been  any  time  since  Nixon 
went  into  office.  Why  do  you  say  it  has  gone  down  15  cents  ? 

Mr.  Staley,  It  went  down  from  the  price  it  was  and  then  came 
back  since,  but  it  was  a  direct  result  of  what  happened  in  not  upholding 
the  GATT  agreement. 

Mr.  Gr.\iiam.  The  beginning  of  the  break  in  GATT  started  before 
Mr.  Nixon  became  President. 

Senator  Beli-mos.  From  what  I  gather  from  your  testimony  you 
said  that  the  Department  of  Agriculture  in  recent  months  has  made 
decisions  that  lower  farm  prices  and  yon  list  these  things  and  you  list 
as  No.  2  a  l.l-cent  droi»  in  wheat  prices. 

Mr.  Graham.  That  is  correct,  and  tlie  Dejiartment  of  Agriculture 
made  the  decision.  The  first  major  one  we  made  in  the  I'nited  States 
was  in  Octolier  of  1908.  But  it  was  still  a  Department  decision. 

Senator  HklIjMOn.  In  recent  months, 

Mr.  Graham.  Well,  that  is 

Senator  Dole.  The  Senator  raised  a  good  point,  Mr.  Chairman. 

Tlie  Chairman.  I  wonder  if  you  could  oe  more  specific  in  your 
statement.  If  tliere  has  Iwen  a  l.''i-cent  decrewse,  state  when,  as  the  J^ena- 
tor  asks. 

Mr.  St.\i-ey.  If  we  can't  provide  it,  we  will  withdraw  it,  but  you 
don't  quarrel  on  the  other  point. 

Senator  Beij.mon.  Well,  I  do,  but  I  am  not  going  to  get  that  specific. 
(For  the  information  above,  see  p.  308.) 

Senator  Mili-eb.  I  would  like  to  ask  this,  and  correct  me  if  I  am 
wrong,  but  I  had  understood  the  soybean  price  support  had  been 
dropped  to  $2.2.'i. 


)y  Google 


291 

Mr.  Stalbt.  You  are  right,  but  they  changed  the  basis  from  No.  2 
soybeans  to  No,  1,  which  meant  another  6-cent  drop,  which  was  some- 
thing that  very  few  people  understood  and  realized. 

The  Chairman.  No.  1  was  $2.25. 

Mr.  Stalet.  But  before  we  hud  that,  Senator,  the  price  based  on 
No,  2  soybean  at  $2.50,  and  then  what  we  did  or  the  change  was  in 
the  drop  of  25  cents.  They  changed  the  basis  from  No.  2  soybeans  to 
No.  1,  which  really  is  6  cents  more. 

The  Chairman.  Well,  I  saw  where  it  was  reinstated  the  same  as  it 
was  last  year,  which  was  $2.25.  Now,  the  basis  for  that  is  on  No,  1. 

Mr.  Staley.  But  it  used  to  be  on  No.  2,  is  my  point. 

The  Chairman,  I  know,  but 

Senator  Miller.  You  mean  it  was  $2.25  on  No,  2. 

>Ir.  Staley,  $2.50  on  No.  2. 

Senator  Miller.  I  mean  when  it  went  back  to  $2.25, 

Mr.  Graham.  It  went  back  on  No.  1, 

Mr.  Staley.  They  changed  that  basis  to  No.  1 . 

Senator  Miller.  That  original  $2,25  which  I  think  it  was  at,  before 
it  went  up  to  $2.50,  was  that  on  No,  2  ? 

Mr,  Staley.  Yes.  It  had  always  been  on  No.  2  before. 

Tlie  Chairman,  Will  you  provide  for  the  record 

Mr.  Staley.  I  will  be  glad  to. 

The  Chairman  (continuing).  That  information  to  show  what  you 
state  there  because 

Mr,  Staley.  Right.  As  a  farmer  storing  soybeans,  and  all — I  get 
these  every  time,  so  at  the  farm  level  this  is  pretty  well  known. 

Senator  Miller.  What  is  the  proportion  of  the  bean  crop  in  No.  1 
and  No.  2?  Doyou  have  any  idea? 

Mr.  Staley.  Not  right  offhand.  It  varies  by  areas  and  by  years, 
depending  on  the  season.  In  some  years  you  have  a  high  percentage  of 
No.  1,  in  some  years,  depending  on  the  season,  some  years  you  have  50 
or  60  percent  that  will  go  into  No.  2's. 

Senator  Miller.  It  had  been  my  information  that  we  were  faced 
with  really  an  alarming  carryover  of  soybeans  and  that  our  exports 
of  soybeans  were  in  a  precarious  position  and  that  was  why  this  was 
cut  back,  I  don't  know  of  anybody  over  here  at  the  Department  of 
Agriculture  who  wants  to  cut  down  on  the  income  of  farmers,  but 
when  we  have  a  mounting  carryover  problem,  I  think  that  was  what 
underlay  it  really, 

Mr.  Graham.  There  was  another  item  in  there,  though,  and  that  was 
that  the  Department  itself,  and  it  had  a  study,  and  it  had  a  very 
exhaustive  study  of  alternatives,  and  their  study  showed  that  a  reduc- 
tion to  $2.2.5  would  not  substantially  increase  the  exports  or  would  it 
substantially  alter  the  production.  Actually  it  showed  in  that  study 
that  there  would  be  more  of  a  carryover  as  a  result  of  this  action  than 
there  would  be  if  they  left  it  where  it  was  and  they  have  to  down  under 
$2  a  bushel,  I  think  down  to  $1.90,  when  it  begins  to  adversely  affect  the 
production. 

Senator  Miller.  I  might  interject  here  that  I  received  a  rather 
exhaustive  study  on  this  and  I  sent  it  out  to  some  economists  at  Iowa 
State  University,  the  research  center  out  there,  because  I  wanted  to 
have  them  put  their  best  thinking  on  this,  and  it  was  quite  interesting 
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to  me,  and  certninly  they  Iiave  no  axe  to  grind  out  there,  that  they  came 
with  the  conchision  that  $2.26  was  about  the  right  figure  on  it  for  all 
these  purposes,  itnd  I  thought  it  was  a  very  interesting  thing  that 
the  Secretary  came  out  with  tlie  same  figure. 

I  mention  this  because  I  know  that  you,  Mr.  Staley,  have  dealt  with 
Iowa  State  and  you  know  that  they  are  not  grinding  any  axe  for  any- 
body. They  are  just  trying  to  come  up  with  the  best  answers. 
Mr.  Stalet,  Right. 

3.  The  restriction  of  storage  facility  loans 

Senator  Young.  If  I  may  interrupt  a  minute,  not  long  ago  the  Grain 
Exchange  in  Atinneapolis  did  something  that  adversely  affected  the 
wlieat  farmers.  In  the  past  No.  1  wheat  could  have  a  test  weight  as  low 
as  58  pounds  per  bushel.  They  raised  that  to  60.  It  was  another  way  of 
rooking  the  farmers. 

Mr.  Graham.  They  cliaUjged  the  grade  by  one. 

Senator  Young.  Fifty -eight- pound  wheat  can  be  just  as  good  milling 
wheat,  sometimes  better  than  the  60-,  or  61-,  or  62-pound  wheat. 
Mr.  STALFfr.  Right. 

The  Chairman.  Now,  reverting  to  the  question  asked  by  Senator 
Miller  about  the  soylx<an3,  just  as  the  Senator  from  Oklahoma 
pointed  out,  about  the  15  cents  here,  you  are  not  specific  in  it.  Now,  the 
reduction  was  not  in  recent  months  from  $2.50  to  $2.19.  It  was  from 
$2.50  to  $2.25.  Isn't  that  right? 

Mr.  Stalet.  Well 

The  Chairman,  I  mean  the  first  reduction. 

Mr.  (iRAHAM.  May  I  try  to  explain  that  to  the  Senator?  The  $230 
for  No.  2's  really  meant  tliat  No.  I's  were  selling  6  cents  higher,  which 
was  $2.56  for  No.  I's.  So  what  they  didj  when  they  reduced  this  on 
No.  I's — on  No.  2's  to  $2.25,  they  had  a  difference  really  from  $2.56  to 
$2.25. 

Tiie  Chairman.  Did  vou  sav  a  wliile  ago  tliat  the  first  reducticm 
was  from  $2.50  to  $2.25  ?" 

Mr,  Graham.  I  was  wrong.  $2.50  were  No.  1,  and  No.  2  then  would 
ha\-e  been  $2.44. 

Tlie  Chairman.  Why  don't  you  say  that  in  your  statement! 
Mr,  .'^TAI.F,Y.  We  ran  qualify  it  if  vou  like. 
The  Chairman,  It  is  certainly  misleading. 
Senator  Dou,.  Is  it  still  only  25  cents  instead  of  31  ? 
Mr.  Gaiiam.  The  total  reduction,  Iwcanse  they  rhaiiged  the  grades, 
it  was  25  cents  plus  the  fi  cents  from  a  change  of  grade. 

The  Chairman,  Then  on  the  first  reduction  there  was  a  decrease  of 
25  cents. 

Mr.  Staley.  But  the  addition 

The  Chairman.  Am  I  right  or  wrong  ! 

Mr.  Graham.  That  isn  t  quite  right.  The  difference  is  you  based 
the  price  of  apples  and  yon  were  selling  pears,  too.  This  is  where  the 
prolileni  comes  in.  There  is  one  price — $2.50  was  for  No.  I's  but  they 
did  not  reduce  that  price  to  $2.25  for  No.  I's, 
The  Chairman.  You  mean  the  first  time  ? 
Mr.  Grahasi.  Yes. 

The  Chairman.  How  about  the  second  time? 
Mr.  Graham.  They  changed — wait  a  minute.  They  just  reduced 
it  once. 
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The  Chaibuan.  No,  no.  They  have  just  simply  extended  it 

Mr.  Gkahah.  Yes. 

The  Chairhan.  The  first  reduction  was  25  cents,  then  the  secon<l 
reduction  you  said 

Mr.  Grahah.  No.  No, 

The  Chaihuan.  Well,  you  have  got 

Mr,  Graham.  Let's  see  if  we  can  write  it  out  more  completely  so 
we  can  get  it  where  it  will  be  fully  understood. 

The  Chairman.  I  will  suggest  that  you  take  your  statement  in 
rcspetft  to  those  two  items  and  deeribe  what  you  have  got  there. 
If  you  have  got  anything  else  that  we  can  discover. 

Senator  Doij:.  Tliere  are  others.  In  fact,  the  next  six. 

The  Chairman.  Simply  put  it  as  it  is. 

Mr.  Staley,  Okay.  We  will  be  glad  to  do  it.  We  will  get  you  the 
ASC  regulations  that  they  sent  out.  The  previous  ones,  and  then  the 
new  ones. 

The  Chairman.  Well,  I  saw  a  recent  announcement  where  the  sup- 
port price  was  retained  at  $2.25. 

Mr.  Staley.  This  on  No.  1  beans;  correct.  That  is  right.  This  is 
what  we  have  said. 

The  Chairman.  But  you  don't  say  that  here. 

Mr.  Staley.  We  will  be  glad  to  qualify  it. 

The  Chairman.  That  is  what  is  misleading. 

(The  supplemental  statement  filed  by  Mr.  Graham  is  as  follows:) 

Before  reduction  ot  supports,  the  support  price  on  No.  2  Soybeans  waa  $2.B0. 
The  market  prli-e  showH  a  differential  of  7  cents  between  Xo.  1  and  No.  2  beans 
so  No.  1  beans  were  S2.50  plus  .07  or  $2.57. 

Changing  the  support  price  to  $2.25  for  No.  1  beans  leaves  a  difference  of  32 

The  support  on  No.  2  beans  then  reflected  the  7-cent  differential  so  the.t  then 
were  supported  at  $2.18. 
Either  way.  the  comparable  prices  declined  $0.32  for  encb  grade. 

All  right.  Proceed. 

Mr,  St.vlet,  The  farmers  out  there  dealing  with  it  every  day  under- 
stand this  and  the^  know,  and  I  jusl^ — we  will  get  the  regulations  that 
were  driven  on  it. 

3.  The  restriction  of  storage  facility  loans  to  the  point  that  they  are 
of  little  value  to  the  farmer  which  deprives  the  producer  of  a  means 
to  prevent  forced  sales  of  grain  at  harvest  time. 

Senator  Dole.  I  don't  understand  that  one.  Can  you  explain  how 
many  doll  ars  are  involved  there ! 

Mr.  Staley,  There  were  three  things.  Well,  I  think  the  thing  that 
really  affects  us  is  whether  a  farmer  is  forced  to  sell  at  harvest  time, 
Senator,  and  whether  he  can  get  the  money. 

Senator  Dole.  What  has  been  done?  Have  there  been  some  forced 
sales  i  Do  you  have  any  records  ? 

Mr.  Stalet.  Yes,  fti  a  lot  of  the  areas  there  were  forced  sales,  par- 
ticularly areas  that  had  switched  from  cotton  acres  to  soybean  acres 
whpre  they  have  no  storage, 

A  copy  of  the  changes — I  would  want  to  stand  corrected  on  this, 
I  am  baang  this  on  memory.  The  interest  went  up  but  this  wasn't  the 
important  factor.  It  used  to  be  that — I  know  from  my  own  experience 
because  I  went  and  got  12,000  bushel  bins,  two  bins  set  up,  about 
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15,000-busheI  storage  on  my  own  farm.  Thia  time  when  I  went  then 
were  several  restrictions.  First,  if  I  remember— and  I  don't  want 
this  in  the  record  without  being  able  to  justify  it  by  what  has 
happened — the  first  thing  that  happened,  instead  of  you  being  able  to 
borrow  90  percent  on  it,  it  was  reduced  to  65  percent  that  you  could 
borrow,  and  the  next  point  was  that  you  tlien,  if  I  remember  correctlv, 
you  could  only — you  could  borrow  for  only  on  that  amount  that  would 
cover  I  year's  storage.  This  was  a  change  to  what  it  previously  had 
been. 

So  it  was — thev  figured  if  you  had  enough  storage  for  1  year's 
crop  and  you  had  1  year,  that  was  all.  They  wouldn't  loan  to  you, 

And  then  there  were  a  lot  of  different  things  that  went  into  the 
drying  facilities,  tliat  changed.  It  was  a  very  complicated  situation  thiU; 
developed  out  there. 

Senator  Dole,  The  only  point  1  make  is  it  could  be  better,  if  it  were 
a  general  policy,  and  if  there  were  some  reason  for  the  change  not 
just  an  arbitrary  ruling,  such  as  a  shortage  of  money.  We  ought  to  hftvi 
Piore  tlian  just  u  conclusion.  The  same  way  with  No.  4  and  probably  No. 
5  and  Ko.  7. 

Mr.  Stalry.  I  say  these  points  are  debatable  from  the  point  of  view 
but  to  a  farmer  fliat  liad  to  sell  at  hardest  time,  and  on  soybeans  or 
because  he  could  not  get  facility  loans,  aud  he  sold  soybeans  in  the 
Arkansas  Delta,  southern  Missouri  area,  down  the  delta — 1  am  using 
this  as  one  example,  thei-e  are  many  more — that  sold  his  soybeans  at 
harvest  time  for  $2.19  to  'iii.2-2  now  when  the  soybeans  are  something 
like  $2.45  in  that  area;  this  is  a  subtantial  loss  because  he  was  not  able 
to  secure  facility  loans  where  he  would  have  under  normal 

Senator  Dole.  The  only  point  I  am  making,  let's  complete  the  rec- 
ord, not  just  make  a  statement.  I  say  the  same  with  reference  to  points 
4, 5,  and  7. 

Mr.  Stalet,  Well,  we  will  be  glad  to  get  the  previous  regulations 
that  they  operated  under,  a  copy  of  those,  and  we  will  then  put  in  s 
copy  of  the  present  regulations. 

Senator  1)ole.  If  there  is  no  reason  for  the  change,  maybe  we  can 
cori-ect  it.  Tlmt  is  my  objective. 

Mr.  Stalev.  This  is  the  reason  we  bring  it  up.  It  is  rather  serious. 

Senator  Dole.  This  is  a  severe  indictment  of  the  Nixon  administra- 
tion, and  since  there  are  five  of  us  on  this  side,  we  are  glad  to  be  look- 
ing at  that. 

The  (.'haihman.  With  only  one  Democrat  present,  I  guess  it  would 
beaherkof  a  spot  for  me  to  be  in, 

Mr.  Staley.  As  Senator  Dole  knows — he  has  spoken  to  our  State 
meetijigs — we  have  never  i)laved  any  favorites  and  we  want  to  point 
these  points  out  becaust^  we  feel  as 'we  go  on  through  that  these  are 
points  that  the  congressicmal  leaders  are  going  to  have  to  take  a  more 
active  interest  in  because  what  we  are  talking  about  is  not  something 
that  has  just  happened  now.  It  has  been  a  long-term  progressive  effect 
of  conlinuing  to  decrease  the  use  of  many  of  these  Hnngs  for  farmers, 
not  just  this  time  but  for  the  last  10  or  15  years. 

Senator  Dole.  At  least  you  haven't  suggested  any  of  us  be  replaced 
like  vou  did  with  the  other  fellows. 

Mr.  Stalet.  And  I  would  furnish  the  statements  of  each  of  those 
people  to  back  this  up,  if  you  would  like. 
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Senator  Milleh.  Mr.  Chairman,  I  just  would  like  to  make  a  com- 
ment in  connection  with  Mr.  Staley's  statement  that  some  of  these 
people  had  forced  sales  because  they  couldn't  ^t  facility  loans. 

I  can  understand  another  reason  for  that.  That  is  because  they 
couldn't  get  boxcars  in  to  ship  some  of  this  grain  out.  And  I  have 
had  many,  many  complaints — I  have  had  far  more  complaints  on  the 
basis  of  the  fact  that  we  didn't  have  enough  boxcars  around  than  I 
have  on  the  basis  of  the  fact  that  they  coulii't  get  facility  loans. 

I  think  that  ought  to  be  brought  in  and  I  would  like  to  add  one 
more  thing,  referring  to  what  I  said  about  the  Secretary's  decision 
on  this  lowering  of  the  price  support  on  soybeans. 

The  staff  has  given  me  a  rejjort  here  which  shows  that  carryover 
of  soybeans  for  1966  was  90  million  bushels;  in  1967  it  was  166  mil- 
lion; in  1968  it  went  up  to  324  million,  and  in  1969,  which  is  the  year 
in  which  the  Secretary  made  that,  it  went  up  to  365  million  bushels. 

So  I  think  that  that  was  the  rasis  for  the  Secretary's  decision.  I 
would  guess  that  is  the  basis  for  the  Iowa  State  study  rather  than  any 
desire  to  lower  income  for  farmers.  It  was  just  a  case  of  where  these 
surpluses  were  getting  out  of  hand. 

Mr.  Staley,  May  I  answer  you  on  the  facility  loans.  Senator?  I 
think,  though,  what  you  are  saying  is  that  the  very  purpose  of  the 
facility  loans  is  to  keep  the  farmers  from  getting  in  position  so  that 
they  can  put  the  storage  on  their  farms  so  you  wouldn't  have  this 
accumulation  of  grain  that  had  to  be  moved  at  harvest  time,  so  that 
when  you  did  not  have,  and  this  was  the  situation  in  several  areas, 
some  places  in  Nebraska  they  had  to  pile  it  on  the  ground-   ■  — 

Senator  Miller.  That  is  right. 

Mr,  Stalet.  But  I  think  the  point  I  am  frying  to  make,  in  making 
an  analysis  of  the  situation,  tlie  very  necessity  of  having  storage 
facility  loans  adequate  so  that  they  do  have  places  to  store  so  it  does 
not  glut  the  market  at  harvest  time,  and  so  they  are  not  forced  to 
sell.  That  is  a  very  vital,  important  point. 

Senator  Miller.  That  is  right,  but  when  you  are  trying  to  draw 
a  line  on  how  much  to  make  and  you  look  at  the  previous  years'  avail- 
ability of  box  cars,  and  then  this  year  for  some  reason  or  other  they 
get  stuck  in  the  East  and  you  don't  get  them  out  thercj  then  I  think 
that  that  should  be  taken  into  account.  Some  of  these  things  are  unex- 
pecte<l  and  as  you  well  know,  a  good  many  of  us  have  taken  some  action 
to  try  to  relieve  that  box  car  problem,  but  I  have  had  more  letters 
of  complaint  on  the  failures  to  move  grain,  ba«ed  upon  the  unavail- 
ability of  box  cars  than  I  have  had  on  the  nonavailability  of  additional 
money  for  storage  facilities, 

Mr.  Stai.ey.  May  I  ask  a  question,  though?  Did  these  complaints 
come  from  the  elevator  people  or  tlie  farm  people? 

Senator  Miller.  Both. 

Mr.  Stai.ey.  Well,  the  elevator  people  I  can  understand.  The  farm 
people — — 

Senator  Miller,  The  farm  people  were  complaining  because  they 
went  down  to  the  elevator  and  the  elevator  couldn't  store  it,  and  the 
elevator  operator  said  if  I  can  just  get  some  box  cars  in  here  we  can 
get  it  out  and  take  care  of  your  grain, 

Mr.  Stalet.  One  thing  we  would  like  to  do  is  either  get  some  con- 
gressional action  on  facilities  loans  or  at  least  get  the  administration 
to  change  their  position  on  it. 
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Senator  Miller.  I  think  we  are  going  to  do  both.  But  work  on  the 
Ixixcars.  We  ali-eiidy  did  on  that  tax  bul  last  year.  I  hope  it  will  be 
productive. 

Mr.  GrRAHAM.  Senator  Miller,  may  I  interject  that  this  boxcar  thing 
as  you  well  know  is  nothing  new.  Every  year  we  get  in  that  same  jain 
and  you  are  perfects  right,  that  has  got  to  be  solved  some  way.  It  18  a 
pressing,  etemalproblem  that  we  have  had, 

Mr.  Stai^t.  tiiey  are  two  separate  matters,  but  still  they  are  cm»- 
nected  and  coordinated  as  far  as  the  welfare  of  the  farmer. 

Senator  Miller.  And  the  farmer  gets  caught.  That  is  right. 

The  Chairman.  Proceed. 

Mr.  Stalet.  No.  i.  Decreased  acres  eligible  for  diver^tm  payments 
for  wheat  and  feed  grains. 

5.  Reduction  in  projection  of  cotton  yields  to  offset,  legal  increase 
and  pr^ram  payments. 

Mr.  Graham.  May  I  make  a  quick  explanation  of  that?  The  cotton 
pajmenta  went  uj>  because  of  the  amendment  named  after  the  chair- 
man of  the  committee  that  was  on  the  cotton  bill. 

The  Chairman.  That  is  65  percent  of  parity. 

3Ir.  Graham.  Bight.  Then  they  reduced  the  projected  yields  by  13 
percent  and  this  is  just  about  an  equal  offset.  In  California  in  smne 
areas  they  are  reducing  the  projected  yields  another  13  percent,  which 
is  the  basis  on  which  these  payments  are  made. 

The  Chairman.  What  was  the  difference  in  the  formula  used  at  that 
time  compared  to  previous  years  ( 

Mr.  Graham.  I  don't  know.  Not  now. 

Mr,  Stalet.  The  call  that  we  had  from  California  repreaenting  sev- 
eral cotton  farmers  out  there  was  that  they  had  reduced  the  projected 
yield  some  10  percent,  which  was  in  line  with  this.  They  bought  their 
fertilizer  and  everything  on  the  basis  of  this  and  now  after  having 
this,  what  they  are  planting  out  there — it  has  been  reduced  anotjter 
10  percent  projected  yield,  which  cuts  down  the  payment  which  has 
a  very  detrimental  effect. 

The  Chairm.vn,  I  got  quite  a  few  letters  in  regard  to  the  subject.  I 
called  a  certain  Mr,  Palmby,  I  think,  to  discuss  the  matter  and  then 
those  complaining  also  went  to  the  Department,  and  we  tried  to  get 
reasons  for  the  action  and  it  still  is  imsolved.  If  you  can  give  us  any 
information  as  to  whether  or  not  the  change  in  formula  previously 
used — we  would  like  to  get  tliat. 

Mr.  Graham.  As  I  rememlier  in  the  legislation,  when  the  EllMider 
amendment  was  added  to  it,  there  wasn't  a  corresponding  change  in 
formula  in  your  amendment;  was  there* 

The  Chairman.  Well,  It  wasn't  done  at  the  time.  This  change  took 
plnre  after,  ns  I  understand  it.  Now,  if  I  am  incorrect  in  that  I  wish 
you  would 

Mr.  Stalky.  That  is  tli(>  way  T  understand  it.  And  tJie  calls  just 
ciiiTic  in.anofluT  lU-iHTt-ent  n'diiction  in  projected  yields? 

The  Chairman.  This  situation  developed  as  I  recall  last  year. 

Mr.  Stalky.  Right. 

TheCiiAiRMAN.Tiien' was  no  complaint  before  that. 

^fr.  Stalet,  Right. 

The  Chairman.  Now,  evidently  they  must  have  used  a  different 
'formula  or  changed  it  or  reduced  it  last  year  from  what  it  wasthej-ear 
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before.  And  that — if  you  have  any — if  you  can  produce  any  facts 
about  that,  or  evidence,  I  would  appreciate  it 

All  right.  Proceed. 

Mr.  Stalbt.  Six.  No  advance  payments.  This  is  bodly  needed  money 
by  producers  and  is  really  a  hardship  for  producers  in  preparing  iot 
{Manting.  Legislation  should  be  passed  to  i-equire  50  percent  advance 
payments. 

Senator  Miller,  Mr.  Chairman,  I  would  like  to  make  a  comment  on 
that,  in  fairness,  to  keep  the  record  clear.  It  is  true  tliat  decision  was 
made  not  to  have  any  advance  payments,  but  it  is  also  true,  and  this 
should  also  be  shown,  that  the  decision  was  made  to  accelerate  total 
pa>Tnents,  those  which  had  been  coming  in  in  late  September  or  Octo- 
ber, and  into  July. 

So,  to  complete  the  picture,  I  think  we  ought  to  be  fair  about  thia 
and  say,  yes,  a  decision  was  made  that  there  will  be  no  advance  pay- 
ments, but  there  was  anotlier  decision  mode  which  was  on  the  plus 
side. 

Mr.  Stalet.  I  don't  agree  that  the  other  was  on  tlie  plus  side. 

Senator  Miller.  You  don't  agree  that  accelerating  payments  which 
normally  would  come  in  in  October  into  July  is  on  the  plus  side? 

Mr.  Stalbt.  In  fact,  I  think  that  this  is  not  correct  the  way  it  is 
going  to  happen.  If  I  remember  ri^ht,  my  last  advance  payments  have 
been  coming  sometime  in  August,  if  I  remember.  I  could  be — I  could 
go  back  ana  check. 

Senator  Miller.  Your  last  advance  payments?  Your  last  pay- 
ment:^  

Mr.  Staley.  Last  program  payments.  Not  the  last  advance  pay- 
ments. I  stand  corrected. 

Now,  I  read  the  other  day,  it  may  still  be  in  August  now  but  the 
important  point  is  that  there  are  two  important  considerations  as  far 
as  the  banker  is  concerned.  Tliis  is  where  advance  payments  are  con- 
cerned. 

The  first  i.s  there  is  no  certainty  of  crop  which  the  fact  is  that  if 
he  complies  this  is  really  immaterial.  But  as  far  as  credit  considera- 
tions at  the  Februarv-March  |>er!od  of  time,  that,  is  the  most  critica.1 
period  because  that  is  when  he  has  to  have  his  biggest  draw  on  pro- 
duction money  on  a  grain  farmer,  and  this  is  what  we  are  talking 
about,  a  grain  farmer. 

Senator  A(ill>:r.  I  thought  that  most  of  the  grain  farmers  carried 
their  crops  o\er  and  sold  them  at  that  time. 

Mr.  Staley.  Well,  wliat  I  am  talking  about  is  the  production  costs. 
He  lias  to  go  in  and  make  arrangements  for  his  seed,  fertilizer,  and 
iill,  some  time  before  the  fii-st  of  April  and  whatever  money  he  gets 
then  is  ]"ust  that  much  money  he  won't  have  to  pay  interest  on,  out 
the  important  thing  is  of  the  credit  consideration,  if  he  has  got  this 
murli  cash  to  pay  down,  it  helps  his  credit  that  much,  and  this  is  the 
resison.  and  particularly  now,  and  this  I  do  not  know  how  factual  it 
id.  all  I  am  doing  is  hearing  a  lot  of  reports  that 

Senator  Miller.  T  have  had  letters  complaining  about  this.  I  have 
iiointed  out  that  on  a  national  basis  the  Department  states  that  only 
1'2  [>ercent  of  the  payments  hnve  been  adv'ance  payments  and  that  as  a 
compensating  offset  for  not  hai'ing  advance  payments,  they  were  go- 
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iiig  to  accelerate  tlie  total  payments  from  October  or  September,  m 
maybe  as  they  cunie  in  in  late  Au^st  into  July,  and  I  am  told  that 
they  linve  tlie  antliority  and  the  mechanism  to  make  those  in  July  and 
that  .sliould  relip\-e  tlie*  borrowing  at  the  other  end.  And  I  have  tsked 
the  j»co|)Ie  who  have  written  to  me  to  let  me  know  whether  it  works 
out  that  may  be<-ause  I  don't  know  whether  it  is  going  to  work  out 
fiuit  way  ornot. 

I  want  them  to  let  me  know  so  that  we  will  find  out  whether  or  not 
this  has  worked  out  that  way. 

But  my  i>oiiit  in  picking  tlii-s  up  is  that  I  do  think  tliat  the  wliole 
picture  ought  to  be  civen  here. 

Now,  if  it  doesn  t  work  out  that  way,  then  that  is  something  else. 
Itut  tlie  decision  was  made  to  accelerate  payments  and  that  is  the  first 
time  that  decision  has  lieeii  made,  as  I  understand  it. 

Senator  liellmoii.  Mr.  Clinirman,  let  me  make  a  comment.  I  apree 
with  Mr,  Slaley  on  this  jxiint  but  I  think  they  can  do  both.  They  can 
make  an  advance  payment  and  they  can  still  move  up  the  payment 
of  the  second  half  and  get  it  to  you  in  August.  There  is  no  sense  in 
dribbling  this  money  clear  up  to  Christmas.  That  is  what  happened 
in  our  country  and  I  don't  know  why  they  wouldn't  write  the  checkii. 
Tliev  owe  tlie  money.  They  might  as  well  pay  off. 

The  Chairmax.  As  I  stated  early  today,  I  think  there  is  merit  in 
having  tliese  payments  and  if  we  doliave  them,  we  will  moke  them  uni- 
form. Make  it  apply  to  all  crops. 

Mr.  Stalky.  Tliat  will  be  fine.  I  would  like  to,  so  the  record  doeent 
show  that  I  finished  a  statement  saying  I  wasn't  sure  of  the  facts,  that 
was  not  pertaining  to  farmers'  need  of  credit,  and  when  they  need  it 
That  I  know. 

Senator  Miller.  I  am  sure  this  is  true. 

Mr.  Stalet.  Tlie  other  part  is  that  what  I  understand}  and  some- 
thing I  think  we  should  watch  very  carefully,  we  have  various  reports 
from  almost  every  State  and  it  is  at  this  point  a  little  hard  to  determine 
what  the  credit  situation  is  because  of  the  interest  and  tight  money 
situation  that  is  developing,  but  we  keep  gating  reports  from  sub- 
stantial operators  that  the  money  has  left  the  ruraloanks  in  many  cases 
for  higher  Treasury  notes  and  outside  outlets  which  is  meaning  the 
iivaihihility  of  actual  money  in  the  rural  areas  is  greatly — is  not  avail- 
able as  it  lias  been  in  the  past  which.  Senator  Miller,  would  be  a  very 
important  factor  of  giving  tlie  cash  at  that  time,  too. 

This  is  the  part  I  was  referring  to. 

No.  7.  Stepped  up  recall  of  grain  under  loan  which  is  used  to  keep 
])rices  1<jw.  Tins  is  the  most  serious  possilile  misuse  of  Government  pro- 
grams lo control  farmprices. 

Senator  Bellmon.  Wait  a  minute.  I^et's  be  specific  again. 

Mr.  Stalky.  .Vll  right.  In  the  hist  few  days,  this  week,  the  (Jovem- 
ment  recalled  the  wheat  on  lOftt,  l!)fi."»,  and  1966,  if  I  remember  right, 
on  farms.  They  rwalled  the  19f>7  commercial  storage  wheat, 

Now,  this  is  at  a  time,  and  this  has  not  been  our  objection  just  with 
ihiri  department,  it  has  been  a  continuous  objection  for  a  long  time  of 
the  use  of  Government  stocks  that  everj'  time  the  price  starts  showing 
a  little  strength,  then  we  see  movement  of  grain. 

Senator  Bkllmon.  Don't  we  have  requirements  that  prohibit  the  sale 
of  thesi'  conunodities  at  less  than  a  certain  percent  of  parity! 
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Are  you  Buggesting  we  should  raise  that ! 

Mr.  Stai«t.  I  ee. 

Senator  Bellmon.  Apparently  if  what  you  are  saying  is  true,  the  De- 
partment is  operating  according  to  the  provisions  of  law. 

Mr.  Stalet.  Well,  what  happens  is  there  is  com  which  was  released 
in  Iowa — I  have  forgotten  the  exact  figure^!)  million  bushels  the 
week  before  last.  What  happened  is  supposedly  it  is  going  out  of  stor- 
age, out  of  condition,  storage  condition.  What  happens  is  that  we  have 
had  some  of  our  people  buying,  members  in  the  various  counties  buy- 
ing and  some  bins — it  is  a  real  question  of  whether  it  is  or  whether  it 
isnt  out  of  condition  when  you  send  one  grain  out.  One  place  you  will 
get  a  grain  that  it  is,  and  the  other  you  won't. 

We  have  been  sending  it  to  independent  grainers.  The  whole  fact 
of  the  matter  is  that  now  is  a  time  when  it  was  showing  some  strength. 
We  have  milo  that  was  used  in — -the  milo  grain  sorghum  price  has 
greatly  increased  in  our  area  and  others,  and  we  had  a  very  serious 
struggle  with  the  department  over  the  release  of  these.  It  is  a  situation 
where  as  far  as  we  are  concerned  it  ties  in  with  whatever  you  want 
to  call  it,  a  reserve,  set-aside,  or  carryover,  that  that  part  that  should 
be  the  total  responsibility  of — the  entire  population  of  a  certain 
amount  of  necessary  reserve  supplies.  The  trouble  is  that  right  now, 
when  tlie  farmers  are  held  totally  responsible  for  carrying  all  the  re- 
serves of  food  that  is  necessary  in  this  country  in  the  way  of  grain 
supplies,  as  far  as  the  market  interests  are  concerned,  this  total  amount 
is  available  for  the  market.  They  can  use  the  regulations,  rightfully 
or  wrongfully,  to  release  the  grain,  and  it  can  be  very  detrimental 
to  the  price  when  there  is  starting  to  be  some  strength  in  grain  prices. 
This  is  a  matter  that 

Senator  Bellmon.  You  are  saying  the  department  abuses  the  pres- 
ent law  by  claiming  that  these  feed  grains  are  going  otit  of  condition 
and  they  sell  them  at  a  lower  price  than  the  law  allows, 

Mr.  Staley.  It  has  been  done. 

Senator  Bellmon,  Do  you  have  proof  of  this  ? 

Mr.  Staley.  We  can  send  you  tests  of  grain  showing  that  as  far  as 
the  indei«ndent  tester  is  concerned 

Senator  Bellmon,  It  would  seem  to  me  somebody  could  be  prose- 
cuted for  this, 

Mr.  Stalky.  This  is  a  matter  of  judgment  on  it. 

The  Chairman.  How  old  is  that  grain  that  was  released? 

Mr.  Graham.  It  was  com — 1967  com. 

Mr.  Staley.  1967  elevator  storage. 

Senator  Yodnq.  The  farm  stored  wheat  was  1964,  1965,  and  1966 
crops. 

Mr.  Staley,  But  elevator  storage  from  the  1967  commercial  stor- 
age, and  there  should  be  no  reason  why  commercial  storage  grain 
should  be  going  out  of  condition,  just  1967  grain. 

Mr.  Graham.  Certainly  not.  My  gosh,  they  took  wheat  out  of  King 
Tuts  Tomb  and  it  grew.  Literally  the  truth.  Com  will  go  off  condi- 
tion in  5  to  7  years.  But  this  is  cutting  it  pretty  close. 

I  tliink  the  other  thing  Mr.  Staley  didn't  say  was  in  the  case  of  the 
recall  of  the  grain  sorghum,  that  bi-oke  prices  35  cents  on  the  country 
elevators. 
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Senator  Beujaon.  That  program  was  quickly  discontinued. 

Sir.  Stalky.  Yes.  We  were  in  the  middle  of  that  one  and  we  appre- 
ciate the  department  doing  tliat.  I  mean  we  really  do.  And  we  mnnt 
it  and  said  it  and  we  sent  word  to  them  publicly  that  we  appreciated  it 
But  there  was  the  matter  afrain  of  our  concern  about  gram  being  used 
in  this  manner  when  the  market  starts  showing  some  strength. 

Senator  Hellmon.  It  seems  to  me  the  law  needs  to  be  tightened  up 
if  they  are  able  to  get  around  it. 

Mr.  Stai,f.y.  This  is  the  reason  we  brought  the  point  up.  We  tliink 
ther^  are  the  types  of  things  that  are  going  to  liave  to  be  written, 
studied  very  carefully  for  congressional  action  ratlier  than  administra- 
tive judgment  on  some  of  these  points. 

The  Chairman.  Proceed. 

Mr.  Stalky.  Cotton  producers  are  being  hurt  very  badlv  now  because 
of  the  latest  adjustments  in  projected  yields  that  we  had  tlie  complaints 
on.  It  is  time  that  Congress  wrote  into  law  specific  policies  to  Ije  fol- 
lowed bv  tlie  Department  of  Agriculture. 

A(lminirti'ati\'e  decisions  Hecm  to  lie  all  that  can  he  left  in  the  De- 
partment of  Agriculture. 

That  is  getting  back  to  the  point  that  we  were  bringing  up  tliese 
points,  Senator  Belhnon,  for  real  deep  consideration  of  many  of  these 
methods  that  liuve  not  just  pertained  now  but  have  been  happening 
for  a  long  perifwl  of  time. 

It  is  time  that  farm  progi-ams  lie  taken  out  of  politics  and  the 
discretionary  power  of  the  Secretary  be  taken  away  whereTOr  possible 
OS  far  as  making  decision  on  farm  prices  or  being  able  to  make  ad- 
ministrative decisions  that  can  l)e  used  to  keep  farm  prices  low. 

Now,  this  refers  to  the  verv  point  of  having  discretionary  authority 
from  f>  to  90  percent  authority.  We  feel  verj'  strongly  that  there  has 
tobe  minimiims  put  in  the  law. 

The  Chairman.  I  think  the  committee  has  agreed,  in  fact,  we  dis- 
cussed it,  that  65  percent  of  parity  is  at>out  as  low  as  you  should  go. 

Mr.  Stai.ei-.  I  think  that  is  a  matter,  since  it  is  the  farm  coalition 
that  we  will  meet,  and  I  would  rather  not  state  what  our  recnni- 
mendafion  would  be.  This  is  part  of  the  coalition  bill.  But  T  think 
we  definitely — at  what  rate  I  think  we  definitely  all  know  that  we 
have  to  have  some  minimum  rather  than  to  have  that  much  discretion. 

The  Chairman.  A  floor. 

Mr.  Stai,ey.  Right. 

Senator  YorNG.  Mr.  Chairman.  I  was  gi-eatly  disappointed  with  the 
draft  farm  bill  that  was  put  out,  and  T  still  don't  quite  understand 
the  reason  for  it  because,  tt  doesn't  represent  the  final  views  of  e'ther 
Se<'retiiry  Hardin  or  President  Ni.xon.  I  talked  with  Ixtth  of  them 
and.  this  is  the  encnuragng  part  of  it,  they  are  willing  to  gii-e  and 
take.  T  am  convinced  that  if  we  write  a  bill  something  along  the  line 
that  we  have  now.  the  President  wouldn't  be  averse  to  it.  I  think  the 
chairman  has  much  the  same  view. 

The  Chairwan.  Tlint  is  right. 

Mr.  Gr\ham,  We  were  of  the  same  opinion  and  I  cniess  it  misht 
just  as  welt  be  put  in  the  record.  .VII  of  us  have  had  lengthy  conferences 
and  consultations  with  people  in  the  department  and  we  thouirht  soi^e 
of  ihose  things  that  were  most  objectionable  when  they  put  out  8  draft 
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of  the  draft  were  going  to  be  removed,  and  we  were  quite  surprised 
when  the  draft  came  out  and  it  had  the  same  tiungs  in  it. 

Senator  Vodno.  I  think  one  of  the  real  proolems  is  the  Secretary 
has  had  to  work  with  a  great  number  of  Members  of  the  Congress, 
eepecially  the  House^  some  of  whom  don't  believe  in  any  farm  program 
at  all.  They  are  trying  to  develop  the  majority  necessary  to  pass  the 
bill. 

Tlie  House  chairman  had  a  difficult  problem  and  he  is  doing  the 
very  best  he  can,  I  think. 

Mr,  Graham,  We  have  got  one  problem  in  the  President's  office, 
though,  in  terms  of  Dr.  Houthhaker.  I  heard  the  speech  lie  made  at 
North  Carolina  State  whore  he  said  the  support  process  should  be 
dropped  to  where  thev  were  actually  at  disaster  price  levels. 

Now,  this  is  pretty  nigh  caliber  advice,  to  be  advising  that;. 

Senator  Miller.  May!  add  this,  that  I  am  pleased  to  tell  you,  how- 
ever, that  Dr.  Houthhaker  is  only  one  of  three  and  the  other  two 
members  of  the  Council  of  Economic  Advisers,  including  the  chair- 
man who,  as  vou  know,  is  a  fonner  lowan,  are  not  in  agreement  with 
Dr.  Houthhaker.  So  I  mean  you  are  going  to  find  some  differences  of 
opinion. 

To  me  what  is  important  is  whether  you  have  got  a  lone  wolf  out 
here  making  a  speech  or  whether  that  is  the  majority  on  the  Council. 

Mr.  Stalet,  Senator  Miller,  as  you  well  know,  and  in  your  fine 
speeches  you  have  made  at  our  State  meetings  what  we  are  ti'ying  to 
do  is  make  the  political  leaders  of  either  party  aware  of  the  problems 
and  hopefully  they  will  correct  them,  but  we  are  nonpartisan,  biparti- 
san. All  we  are  interested  in  is  seeing  that  farmers  get  as  much  income 
as  they  possibly  can  and  everything  that  you  can  do  as  we  did  in  pre- 
vious administrations  to  urge  correction  of  these  and  maintain  farm 
income,  that  is  the  reason  we  point  them  out. 

Senator  Miller.  My  only  point  on  this,  Mr.  Stjvley,  would  be  that 
in  am-  group  of  economists  you  are  going  to  have  different  views. 
The  President  has  tried  to  appoint  three  able  economists.  Some  have 
greater  expertise  in  some  things  than  others.  I  can  well  understand 
the  sensitivity  of  farmers  to  a  couple  of  statements  that  Dr.  Houth- 
haker made,  I  might  say  that  I  shared  them.  I  might  say  that  I  tried 
to  do  something  about  them. 

I  think  what  is  important  is  whether  or  not  this  represents  the  view 
of  the  Coimcil  of  Economic  Advisers  or  only  one  member,  and  I  am 
glad  to  tell  yon  it  represents  the  view  of  only  one  member. 

Mr.  Graham.  We  liave  no  way  of  knowing  that.  Senator  Miller, 
We  don't  know  whether  that  is  official  pronouncement  of  tJie  admin- 
istration or  nfit.  When  a  man  goes  out  from  the  Council  of  Economic 
Adtnsers  and  makes  a  speech 

Mr.  Staley.  We  are  glad  to  hear  the  other  two  may  not  have  the 
same  opinion. 

The  Chairman'.  Yon  withhold  your  criticism  until  the  Congress 
acts.  We  have  something  to  say  al)out  it. 

Mr.  Graham.  I  haven't  been  with  the  XFO  but  a  year  but  I  well 
remember  the  hell  they  raised  with  John  Schnittkcr  and  the  depart- 
ment l)efore  when  they  pulled  in  2  years'  com  crop  and  broke  farm 
prices  l^forc. 
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Senator  Bellmon,  this  isn't  anything  new.  Tliey  have  been  pretty 
consistent  on  this. 

Mr.  STAiJir.  That  is  right 

Senator  Uellmdn.  Mr.  Chairman,  if  I  may,  I  wouid  like  to  just 
say — I  am  a  farmer  and  I  feel  like  the  Department  of  Agriculture 
is  veiT  frequently  0])erated  as  if  it  is  not  the  farmer's  friend,  and  I 
intend  to  see  it  la  stopped,  or  do  everything  I  can  to  see  that  it  is 
stopped,  and  I  don't  approve  of  some  of  these  deciaons  that  you  say 
have  been  made. 

I  wasn't  aware  of  them.  I  want  to  ask  specifically  about  the  XFO's 
operation,  whicli  I  don't  see  too  much  about  here  in  the  statement, 
but  let's  a.'^ume  T  am  a  wheat  fiirmer  and  an  NFO  official  comes  to  my 
farm  and  wants  to  I)ecome  my  ngent.  That  is  the  word  you  use.  And 
I  sign  a  contract. 

Mr.  Staley.  Bargaining;  agent. 

Senator  Beli-mon.  And  I  sijm  a  contract  that  lets  you  handle  the 
sale  of  my  commodity.  Is  this  right?  This  is  the  way  do  you  itt 

Mr.  Staley,  Wc  are  barpaining  agents  but  we  cannot  make  a  con- 
tract that  binds  yon  nntil  there  is  a  two-thirds  vote  approval  of  the 
members  affected. 

Now,  we  have  not  operated  that  far  yet  in  binding  contracts  with 
the  members.  It  is  all  strictly  because  of  the  membership  agreement. 
It  says  you  shall  be  free  to  "market  as  you  choose  until  such  time  as 
the  two-thirds  vote. 

Senator  Bellmon.  I^ets  assume  you  go  ahead  and  get  the  two-thirds 
and  your  arrangement,  goes  into  effect.  What  would  oe  the  goal  of  the 
NFO  in  its  bargaining  arrangement?  What  do  yoa  propose  to  dot 

Mr.  Stalet.  The  goal  is  cost  of  production,  plus  a  reasonable 
profit. 

Senator  Bellmox.  I^et's  get  specific.  On  wheat,  what  would  this 
price  be? 

Mr.  Stalky,  Well,  on  the  wheat  we  would  take  the  factor  at  the 
time  the  contract  went  into  effect,  and  supposedly  there  is  complete 
success,  because  with  it  couples  tlie  surplus  disposal  program,  promo- 
tion program,  when  this  contract  goes  into  effect.  Two  percent  goes 
into  surphis  disposal.  A  half  percent  goes  into  promotion. 

Senator  Bellmon-,  But  you  still  haven't  answered  my  question.  How 
much  will  you  give  me  for  my  wheat? 

Mr.  Stalei-.  That  would  be  the  determination  that  would  be  based— 
well,  it  would  depend  upon  what  position  we  had  in  bargaining. 

liltimate  goal  ?  It  wouUl  be  based  on  the  cost  of  production  plus  a 
reasonable  profit. 

Senator  Bellsiox,  Get  down  to  dollars  and  cents.  How  much  a  bushel 
for  tlie  wheat  ? 

Mr,  Stalky.  This  will  have  to  be  determined  at  the  time  the  contract 
is  signed  herause  the  fartnrs  change.  The  cost  factors  change  and  so 
what  we  do  is  to  take— at  one  time  we  had  hogs.  We  had  $22.75  on  hogs. 
They  would  have  to  he  considerably  higher. 

Senator  Bellmon,  I^et's  stay  with  wheat.  I  want  to  know  how  much 
you  are  trying  to  get  for  wheat  tliat  you  have  under  contract  now.  I 
have  a  reason  for  asking  this. 
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Mr.  Stalet.  Well,  we  are  not  that  for  along  in  bargaining.  Now 
all  we  are  doing 

Senator  Bsllhon.  Let  me  put  it  to  you  this  way :  Do  you  intend 
to  Imrgain  for  a  price  timt  is  what  we  call  an  Ajnerican  price  for 
wheat? 

Mr.  Stalet.  Yes. 

Senator  Belluon.  What  are  you  going  to  do,  then,  in  my  case  ?  Let's 
say  I  am  a  wheat  farmer  with,  say,  300  acres  of  wheat  production.  If 
you  get  an  American  price  for  my  wheat,  what  is  going  to  happen  to 
the  rest  of  my  production  ? 

Mr.  Stalet.  All  right.  The  surplus  disposal  program  money  from 
all  commodities  goes  into  a  central  fund  and  on  this  we  would  hope  to 
prohably  attack  it  in  three  diffei-ent  ways.  We  would  be  happy  to  be 
able — and  I  say  hope  because  at  this  point  it  has  not  actually  operated 
in  full  capacity.  We  are  in  intermediate  steps  where  we  are  signing 
intermediate  contracts. 

Senator  Bellmon.  But  I  think  you  have  to  know  what  you  are  trying 
to  contract. 

Mr.  Stalet.  This  we  do.  If  you  will  just  wait  until  I  finish  you  will 
find  out.  I  will  explain  it  to  you.  Because  what  you  have  here  in  a 
situiition  I  am  talking  about,  thi-ee  levels  really. 

Tlie  first  level  of  bargaining  is  where  we  are  at  now,  where  we  can 
have  enough  production  togewier,  where  we  can  go  in  the  market  be- 
cause of  volume  and  because  of  the  ability  to  deliver  this  volume  on  a 
quality  basis.  This  is  the  level  we  are  at  now. 

Senator  Bellmon.  Let  me  call  your  attention  to  your  statement  on 
page  4,  "They  will  not  be  fooled  by  hedging,  political  statements." 

You  are  not  fooling  me  a  bit.  I  want  to  know  how  much  you  expect 
to  get  for  my  wheat. 

Mr.  Stalet,  I  must  let  the  politician  go  ahead  and  talk,  at  least,  but 
if  you  will  let  me  finish  I  will  tell  you  three  levels. 

Senator  Beij.mon.  All  right.  Let's  get  to  the  point. 

Mr.  St.vlev.  All  riglit.  You  want  me  to  just  talk  about  the 
one  Utopian  goal  that  we  intend  to  reach,  or  do  you  want  me  to  talk 
about  the  steps  leading  to  that  goal?  I  will  talk  about  where  we  are 
now. 

Senator  Bellmon.  I  have  neighbors  that  write  me  every  day  saying 
wliat  a  wonderful  thing  NFO  is  going  to  do  for  them,  what  they  are 

f^ing  to  get  for  their  wheat,  iiud  I  want  you  to  tell  me  what  you 
lave  been  telling  them. 

Mr.  Staley.  We  are  already  proving  it  to  them  because  in  this  first 
step  we  are  in  now,  we  are  taking  wheat  on  a  volume  basis  that  usuaJly 
means  a  few  more  cents  a  bushel.  It  means  a  protein  payment  they 
iiave  not  gotten  in  tlie  past.  Usually  in  many  areas  like  yours  the 
fanners  generally — the  producer  has  gotten  11, 1'2-percent  protein,  an 
exceptional  protein  payment  that  is  based  on  the  price.  We  have  been 
able  to  get  protein  tests  wliere  we  liavc  supervised,  along  with  the 
companies  that  we  ai-e  dealing  witli,  intermediate  people  tliat  would 
lii'lp  ins|>ect,  it  goes  up  considerably  higher.  This  is  the  first  step.  This 
is  what  we  are  doing  right  now  in  many  areas. 

Tlie  second  step  is  to  improve  tliose  contracts,  to  improve  the  volume 
and,  of  course,  to  raise  the  price  level.  That  step  that  we  are  talking 
to  farmers  on  tlie  basis  of  volunteering  at  this  point,  putting  part  of 
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their  total  production  into  n.  pool  to  help  devBlop  new  markets  at-  what- 
ever price  they  can  jret  to  compete  in  world  prices  while  they  are 
maintaining  tlie  better  price,  the  American  price  level. 

The  third  step  is  the  ultimate  froal  of  contracts  where  the  producers, 
the  KFO  meml>ers,  liave,  by  a  two-thirds  vote  approval,  approved 
contracts  which  then  makes  their — they  are  bound  with  a  10-percent 
penalty  clause  if  tliey  do  not  deliver  as  tJie  members  had  voted. 

At  that  point  you  have  a  half  percent  going  into  promoticms,  2 
percent  into  surplus  disposal  programs,  that  goes  into  a  totaJ  surf^us 
disposal  profrrani  on  all  commodities,  grain  being  one  of  the  most 
vital  commodities.  You  can  do  something  on  cattle,  hogs,  maybe  s<xne 
other  commodities  on  reducing  the  tonnage  through  contra£ts  with 
incentives  of  vital  weight  hogs  and  cattle  which  means  we  should 
be  able  to  keep  tlie  production  in  balance  with  consumption  on  sev- 
eral commodities  by  the  use  of  contracts. 

Hut  then  we  would  be  able  to  take  the  surplus  disposal  mOTiey  from 
tliope  products  and  put  it  into  a  total  fund  that  could  be  used  largely 
on  grain. 

Senator  Beli.mon.  You  haven't  answered  my  question. 

Mr.  Stalet.  You  want  to  know  what  price? 

Senator  Bei-i-mon,  Right. 

Mr.  Stai,et.  I  think  the  price  is  $2.60  or  something  of  that  nature. 

Senator  Bei.t.mox.  So  you  pronose  to  sell  the  .\menran  wheat- 
grower  on  the  idea  that  by  joining  your  organization  he  can  grt 
S2.fi0  a  bushel  for  his  wheat. " 

Mr.  Stalet.  We  don't  promise  him  anything.  We  promise  that 
farmers  will  have  the  economic  power  and  economic  strength  if  they 
get  together  to  meet  their  problems.  That  is  all  we  promise.  Because 
nobody  can  promi.se  anythmg  until  you  have  the  farmers  willing  to 
doit. 

Senator  BEr.i.sroN.  All  right.  Now,  yon  are  going  to  get  $2.9.5  a  bnshel 
for  my  wheat  tbat  1  raise  on  my  300  acres.  Is  that  your  proposal? 

Mr.  Stalet.  We  would  get  that  for  the  portion  that  we  could  get 
the  American  price  for,  inchiding  payments. 

Senator  Beij.mon.  All  right.  How  much  is  that  ? 

Mr.  Stalet,  Well,  that  would  be  determined  on  the  usage  that  par- 
ticular year. 

Senator  Bh-lmon.  We  are  talking  about  a  real  situation.  What  is  it 
today !  What  is  the  usage  ? 

Mr.  Stalet.  About  4.'{, 44  percent. 

Senator  Beli^mox.  That  is  right.  So  I  would,  in  my  case,  be  able 
to  grow  12fl  acres  of  wheat  for  that  price. 

Mr.  Stai^t.  The  organization  cannot  set  production  controls.  Onlj 
the  Oovernment  can  do  that. 

Senator  Bellmon.  But  the  organization  can  raise  the  expectations 
of  wheat  farmers  to  an  unrealistic  level. 

Mr.  Stalet,  We  are  not  doing  that. 

Senator  Bei,i.mon.  You  are  if  yon  are  talking  about  me  gettinl 
$2.6.5  a  huslie!  for  all  the  wheal  I  vn'i^.  This  is  my  i>oint.  You  liaw 
gone  around  and  made  a  lot  of  people  believe  unrealistically,  Yw 
are  doing  them  a  disservice,  you  are  doing  a  disservice  to  the  cott- 
miffee.  We  want  to  help  the  fanners  but  we  cant  do  it  when  some  ont- 
fit  promises  them  pie  in  the  sky. 
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Mr.  Stalby.  We  are  not  promising  pie  in  the  sky  and  you  do  not 
understand  the  program.  You  don't  understand  it  yet.  If  we'had  enough 
money  in  the  disposal  program 

Senator  Bbixmon.  Whose  money? 

Mr.  Staley.  Farmers'  money  who  make  up  the  members  of  the 
NFO. 

Senator  Bellhon.  Two  percent. 

Mr.  Stai^t.  From  all  commodities  which  might  be  enough  if  wheat 
■was  the  only  commodity  that  we  had  a  problem  with. 

Senator  Bellmon.  So  you  are  going  to  take  money  from  the  com 
farmers  of  Iowa  and  put  it  into  a,  fund  to  pay  the  wheat  farmers  of 
Oklfthoma. 

Mr.  Staixy.  We  have  told  them  and  we  stick  by  it  and  it  is  absolutely 
true  and  it  has  been  proven  bv  Government  programs,  if  you  do  not 
■work  on  all  commodities  and  bring  them  up  m  relative  balance,  then 
it  simply  means  that  what  is  going  to  happen  in  any  program,  whether 
it  is  a  Government  program,  wliether  it  is  a  bargainmg  program,  that 
it  is  going  to  be  short  lived,  to  have  a  short-lived  effect,  because  farmers 
will  shift  their  production  from  one  commodity  to  the  other.  This  has 
been  true  historically  in  Government  programs  when  you  get  on© 
product  up  above  the  others,  unless  you  bring  them  up  in  relative 
balance,  and  that  is  the  reason  we  explained  to  the  com  farmer,  the 
hog  farmer,  the  producer,  cattle  feeder  or  anybody  else,  that  any 
painsthataremadein  his  commodity  are  going  to  be  short-lived  unless 
there  is  a  total  leveling  of  prices  in  an  upward  manner  and  within 
balance. 

Senator  Bellmon.  Then  do  you  fee]  that  this  committee  is  going  to 
be  duplicating  your  efforts  if  we  stayed  with  the  present  two-price 
system  for  wheat  ? 

Mr.  Stai.ey.  No.  We  feel  that  anything  that  the  committee  does  in 
the  way  of  price  supports,  in  the  way  of  land  uses,  is  beneficial  to 
bargaining  efforts. 

Senator  Bellmon.  But  you  are,  by  your  holding  up  this  price,  this 
hoped-for  $2.6.5  on  wheat,  and  then  your  criticism  of  price  supports  at 
whatever  level  we  finally  arrive  at,  makinir  it  look  to  the  wheatgrower 
as  if  the  Government  is  falling  down  on  its  job  and  our  problem,  as  I 
understand  the  situation,  is  that  in  this  country  at  the  present  time  we 
are  producing  about  60  percent  more  wheat  than  we  need  for  domestic 
food  consumption. 

Mr.  Stalet.  Somewhere  around  there.  55 — 60  percent. 

Senator  Bellmon.  You  said  40. 

Mr.  Staley.  Domestic. 

Mr.  Graham.  That  is  for  food  purposes.  There  is  some  more 

Senator  Bellmon.  Domestic  food.  Tliat  is  what  T  am  talking  about. 

Mr.  Graham.  Domestic. 

Senator  Bellmon.  For  human  consumption, 

Mr.  Graham.  Human  consumption  is  43  and  then  we  use  some  for 
Seed  and 

Senator  Bellmon.  Wouldn't  you  say  that  a  program,  and  this  is  my 
Teason  for  asking  all  these  series  of  questions,  would  you  favor  a  pro- 
gram that  gave  an  American  wheatgrower  an  American  price  for  that 
portion  of  his  production  that  is  used  for  human  consumption  in  this 
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conntry  and  ^ve  him  the  option  of  rftising  as  moch  additional  whMt 
as  he  wished  for  feed  grain  or  world  market  prices! 

Mr.  Stalet.  Xo.  Xot  if  you  are  going  to  destroy  the  other  commodi- 
ties in  the  process  of  doing  it.  Xow,  it  depends  on  what  the  situation  is 
as  far  an  total  neetlR,  totiil  ii'!age  of  all  the  other  commodities. 

Senator  Bei^lmov.  Again,  I  don't  like  this  hedging.  We  face  a  ml 
situation.  We  know  what  the  situation  is. 

Mr.  Stalby.  I  will  have  to  ask  you  a  question,  then,  in  order  to 
answer  it. 

Senator  Bellhox.  OK. 

Mr.  Stalky.  What  are  you  saying,  that  you  are  going  to  do  first 
on  the  type  of  a  program  that  is  going  to  do  as  far  as  land  usage  on 
feed  grains  is  concerned  ?  This  is  the  first  thing. 

Senator  Bellmon.  The  program  that  the  Secretary  has  recom- 
mended has  a  set-aside  for  all  export  commodities  which  is  intended 
to  reduce  total  production  to  the  level  of  consumption. 

Mr.  Stalky.  But  what  about  the  price  support  ? 

Senator  Bet-lmon.  The  price  support,  as  I  say,  is  established  »t 
near,  so  far  as  wheat  is  concerned,  the  world  market  price. 

Mr.  Stalrv.  'What  about  the  other  commodities  in  the  proposal* 

Senator  Bellmon'.  Tliey  are  established  at  a  i>ereentage  of  parity, 
as  you  know. 

Sir,  Stalky.  'What  does  the  provision  say  ? 

Senator  Bei,lmon-.  Well,  the  Secretary's  provision,  and  I  frankly 
don't  agree  with  him,  he  wants  the  leeway  to  set  that  percentage. 

Mr,  Stalky.  ^Vhat  percentage? 

Senator  Belt-mon.  The  percentage  that  he  agrees,  but  the  commit- 
tee ia  going  to  have  to  choose  a  percentage  of  parity  if  we  fo  Hie 
way  T  think  probably  we  are  going  to  head,  but  my  point  in  this 
whole  business  is  are  we  going  to  put  the  American  wheat  farmer  50 
percent,  iST  percent  out  of  business  and  just  grow  the  48  percent  for 
American  production  at  $2.65  a  bushel  ? 

Mr,  Stalky,  What  I  am  trying  to  say,  and  the  point  I  was  trying 
to  get  across,  is  that  we  have  a  total  number  of  acres  that  we  have  cul- 
tivated, acres  that  can  be  u.sed  for  the  various  commodities. 

In  some  areas  we  have  acres  that  can  be  used  for  either  wheat,  grain 
sorghum,  or  corn.  We  are  talking  about  a  total  line  usage,  is  really 
what  we  are  talking  about. 

So  to  make  a  determination  on  what  you  are  going  to  do  on  one  com- 
modity has  to  take  into  consideration  how  many  acres  yon  are  either 
going  to  take  out  of  production  or  that  you  need  in  the  other  com- 
modities. 

In  other  words,  wJiiit  I  am  trying  to  say  is  that  that  is  the  reascHi 
that  you  have  to  consider  tJie  total  program  and  the  total  acres  that 
yon  are  goiiiig  to  use,  and  then  tlie  programs  that  can  be  used  in  the 
con.si deration  of  all  the  commodities. 

You  huve  got  the  same  situation  as  far  na  the  cotton  acres  are  con- 
cerned. Wiat  is  going  to  happen  to  the  total  acres  where  they  can  be 
shifted  either  to  soybeans  or  to  grain  sorghum  in  several  areas.  So 
when  you  are  talking  about  a  program,  you  are  talking  about  consid- 
eration of  the  total  line  usage  and  the  need  and  the  production  of 
certain  commodities  that  you  are  doing  to  have  involved  in  the  total 
program. 
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^HAiKUAK.  Wlien  you  make  your  contracts  witli  the  farmer,  do 
e  his  whole  acreage  ? 

^Ai£r.  Well,  he  contracts 

Chairman.  Senator  Bellmon  was  asking  about  a  particular 

Btaixy  (continuing).  He  authorizes  the  NFO  to  be  the  bar- 

;  agent  on  all  commodities  he  markets  from  his  farm  that  he 

nd  controls. 

Chairman.  ^Vliere  did  you  get  your  authority  for  all  this? 

JTALET.  Capper- Volstead  Act. 

Dhaikman.  You  are  organized  under  the  Capper- Volstead  Act? 

iTAlBT,  Right. 

jHAIRm AN.  And  jou  follow  its  laws  ? 

Stalky.  Right.  Our  attorney,  our  first  attorney,  was  Lyman 

t  who  you  probably  know,  who  gave  us  the  first  legal  advice, 

w  our  attorney  is  Lee  Sinclair  who  you  probably  remember  as 

ment  officer  of  P.  &S. 

Chairman.  How  many  founders  have  you  altogether? 

Stalet.  We  never  even  have  totaled  it  up.  We  haven't  released 

ires  of  our  members  because  in  bargaining  there  are  two  things 

3  important.  One  is  it  is  not  the  number  of  members.  It  is  the 

of  production  they  repr^ent, 

>ther  is  that- ■ 

Chairman.  What  percentage,  let  us  say,  of  the  wheat  that  you 

or  any 

^TALEY  (continuing).  I  really  can't  tell  you.  We  don't  take  it 

modify. 

Chairman.  According  to  your  opening  statement  here,  the  first 

jes,  yon  have  made  a  utopia  for  quite  a  few  farmers  there. 

3talet.  Well,  I  would  want  to  say  this.  I  will  be  glad  to  s^id 

lich  I  know  you  are  familiar  with,  the  production  figures  on 

commodities  where  we  have  had  large  participation  in  and 
ir  members  on  hogs  with  about,  approximatelv  the  same  sup- 
■  tfie  hogs  some  $10  to  $11  a  hundred  higher.  "We  have  feeder 
vith  approximately  the  same  production  up  a  little,  $4  to  $5 

Chairman.  Do  you  take  credit  for  the  high  price  of  hogs  and 
lat  now  prevail? 

Stalky.  Well,  if  the  feeder  cares,  we  were  able  to  do  some- 
n  fat  cattle  but  we  did  not  have  enough  production.  We  had 
ts  witli  packers  in  various  areas.  Upper  Missouri  River  area 

that  would  have  established  the  beginning  of  a  floor  price 
t  which  said  that  our  members  would  not  receive  less  than  65 

hundred  below  the  previous  price  close  of  the  dres.=ed  meat 
.  We  did  not  have  enough  when  the  drop  came  to  enforce  it. 
lid  either  have  put  the  packers  out  of  busmess  or  had  lawsuits, 
the  other,  so  we  went  to  our  voters  and  voted  a  stay,  who  had 
o  approve  that  contract  on  this  provision.  In  the  grain  sor- 

for  the  first  time  in  16  years  they  are  above  support  price  level 
■arryover  that  you  are  familiar  with. 

contracts  that  were  established  were  publicized,  in  the  Farm 
1.  We  honored  204  contracts  in  the  panhandle  area.  We  were 
en  to  sign  contracts  of  comparable  nature.  By  comparable  na- 
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lure  I  am  talking  alioiit  transportation  differentials,  and  all,  in  the 
other  areas,  or  if  we  had  not  lleen  able  to,  it  wonld  have  meant  that 
they  would  ha\-e  shipped  grain  sorghums  from  other  areas  into  there 
to  kill  the  effects  of  our  contract. 

So  these  farts  are  all  there,  that  with  the  supply  about  the  same  on 
these  commodities  and  tlie  people  are  participating  in  the  commodi- 
ties. The  members  T  would  say  feel  that  they  did — they  just  voted  to 
increase  their  dues  from  $25  a  year  to  $75  a  year  because  they  feel  we 
are  {raining.  They  Iiad  to  do  it  by  two-thirds  vote  majority,  and  they 
did  it  by  70.6  or  70.7  percent.  So  we  feel  that 

The  Chairman.  Any  further  questions? 

If  there  l>e  no  further  qiiestions,  the  committee 

Mr.  Graham.  Mr.  Chairman,  can  we  just  clear  one  thing?  We  said 
something  about  adding — one  was  a  legal  brief  on  this  section  that  has 
been  added  to  the  dairy  and  one  on  the  IGA. 

Mr.  Staixy,  And  tlien  the  other 

Tlie  CuAmMAN  (continuing).  What  we  will  permit  you  to  do  is  to 
attacli  to  your  present  statement  further  explanation  in  line  with 
what  we  discussed,  and  it  will  follow  your  testimony. 

Mr.  Graham.  Yes.  all  right. 

(The  statements  are  as  follows:) 


Breakiho  the  lNTEE:TATtONAL  Grains  Aobecuent 

Tlie  basic  problem  facing  American  exporters  and  Ameriean  farmem  Id  Jbd- 
]!Hi.<i  wns  the  decline  of  markets  due  to  Increased  production  around  the  world. 
India,  wblcfa  had  boen  our  largest  "customer",  increased  ber  production  from  74 
million  metric  tons  In  1967  to  110  million  metrie  tons  in  196A.  Two  factors  were 
responsible  for  thifi.  the  end  of  tbe  drought  and  the  introduction  of  the  new  blgh- 
flelding  rarietles  of  wheat  Pakistan,  another  of  our  major  export  outleta  had 
the  same  resu1t»i  and  for  the  name  reasons.  Indeed.  Pakistan  Is  predicting  that 
It  will  become  an  exporting  nation  of  wheat  in  another  couple  of  jears,  India 
won't  attain  thin  goal,  but  It  will  become  relatively  self-BufBdent.  Good  crops  In 
Russia  have  reduced  their  import  demands  and  caused  her  and  China  both  to 
cancel  their  Import  commitments  with  Canada. 

Good  weather  In  the  southern  hemisphere  added  to  the  problems  of  prodoctlon 
as  did  the  Increasing  yields  and  production  in  the  European  economic  commiinltj. 
There  simply  is  too  much  wheat  being  grown  in  the  world  at  the  present  time 
for  ItiS  available  markets. 

The  French  sold  a  sizable  amount  of  "feed  wheat"  to  Taiwan  in  1968  at  less 
than  the  minimum  I.O.A.  price.  Anstrnlla  was  manipulating  her  freight  rate«  to 
give  her  an  overnll  economic  advantage,  especially  in  the  western  Pacific  market. 
The  I'.S.  sold  a  large  order  of  wheat  to  the  Japanese  which  was  not  op  to 
specifications.  The  .la|Minese  refused  to  take  delivery  and  It  was  necessary  to 
rcnegotiflfp  a  prl<'p  and  to  make  a  refund  to  the  Japanese  which  brought  the  U.S. 
price  considcrnbl.v  l*low  the  I.Q.A,  minimiims.  So  the  I.G.A.  had  be«?n  Hhakea 
prior  to  the  bejElnnlnR  of  the  new  administration,  but  It  was  not  dead. 

After  intensive  negotiations  during  the  Kennedy  Round  in  the  General  Afrree- 
ment  on  Tariff  and  Trade,  exporting  and  Importing  lotintrles  had  agreed  to  sell 
and  liu,T  at  prices  above  an  agrtvd  minimum  of  approximately  $1.84  per  bushel 
ha:*  t>rl<'e  for  Xo.  2  hard  winter  wheat. 

On  this  liflsiJi.  (here  was  alMi  negotiated  ii  price  f^hedule  for  the  rarioiis  clasMS 
and  grades  of  wheat.  An  additional  agreement  was  reached  on  a  schedule  of 
transportation  charges  to  be  levied  by  all  exporting  countries.  Machinery  was 
provided  for  the  re- negotiation  of  both  prices  and  transportation  charges  when 
one  or  more  exporters  were  unable  to  sell  their  traditional  share  of  the  market 

nispite  the  vigorous  opposition  of  the  grain  trade  and  the  American  nirm 
Bureau  Federation  as  they  attempted  to  prevent  an  agreement  and  then  to  pre- 


)y  Google 


vmt  tbe  raUflcatlon  of  tbe  treaty  by  the  Senate,  the  treaty  was  ratified  by  a 
3  Id  1  vote,  cnnaidcrsbly  above  the  required  %  malorit]'. 

Immediate  after  the  inanpiratloti,  on  January  22,  1969  the  U.S.D.A.  an- 
nounred  extension  of  the  then  existing  export  subeidles  for  April  15  through 
August  31.  ^1s  was  an  official  Indication  that  tbe  U.S.  was  prepared  to  break 
the  agreement  which  would  result  in  long  term  downward  pressure. 

Between  January  23  and  February  13,  the  U.S.  sold  747,000  bushels  of  No.  2 
DNS,  14%  protein  to  the  Netherlands  for  an  east  coast  price  of  $1.64 — 20i  under 
the  relevant  I.G.A.  level  of  $1.84  per  bushel.  During  the  same  period,  the  U.S. 
also  sold  1,717,000  buxbels  of  the  same  quality  wheat  for  a  $1.70  per  bushel,  lit 
under  the  I.GA.  price  of  $1.84.  From  February  14  to  20,  there  was  registered 
a  sale  to  Taiwan  to  576.000  bushels  of  No.  2  west  white  wheat  for  a  west  coast 
price  of  $1.54  as  against  a  relevant  I.G.A.  level  of  $1.62. 

By  the  third  week  of  Febmary.  It  was  understood  that  the  U.S.  and  Canadian 
eovemments  had  received  official  notes  from  Argentina.  Aiisitralla  pro>testing 
that  U.S.  wheat  prices  in  the  Atlantic  area  were  up  to  lltf  per  bushel  below  the 
I.G.A.  level  for  European  marketing,  and  that  some  wheats  sold  from  Pacific 
ports  were  priced  up  to  it  below  the  minimum. 

From  February  21  tn  24,  there  was  registered  a  sale  of  394,000  bushels  to 
Brazil  for  No.  2  hard  winter  wheat  with  a  gulf  price  of  $1.64  compared  to  the 
relevant  I.G.A.  price  of  $1.73, 

On  February  2H.  a  meeting  was  called  by  the  Assistant  Secretary  Palmby  to 
which  the  farm  organizations  and  representatives  of  the  grain  trade  were  In- 
vited. The  farm  organizations  were  called  on  first  and  warned  that  they  were 
not  to  disctt.ss  the  reasons  for  the  developing  crisis,  but  to  confine  their  remarks 
to  sii^estions  of  action  to  be  taken.  These  Instructions  were  followed  by  tbe 
producers  who  took  about  one  half  hour. 

The  grain  trade  and  the  Farm  Bureau  for  one  and  one-half  hoars  completely 
disregarded  the  previous  instructions  from  the  chair,  without  any  objection 
from  the  chair,  to  state  their  opinions  of  wliat  was  wrong  with  the  I.G.A.  The 
obvious  bias  of  the  meeting  caused  some  of  the  farm  organizations,  especially 
tbe  X.F.O.  to  object  vigorously  and  to  insist  that  the  U.8.D.A.  try  to  use  the 
Agreement  rather  than  destroy  it.  The  N.F.O.  told  the  meeting  at  that  time 
that  it  would  fight  the  attempts  by  the  grain  trade  and  the  U.S.D.A.  to  break 
tbe  agreement. 

On  February  2!)  and  March  1  there  was  held  an  inconclusive  meeting  of  the 
major  exporting  countries.  It  was  reported  that  the  U.S.  explained  that  it'9 
Mies  were  disadvantaged  by  the  shipping  rates  and  this  fai't  was  reoognlied. 
The  I.G.A.  recognized  that  shipping  rates  may  change  over  lime,  and  that  this 
change  would  call  for  periodic  adjustments  among  the  exporters.  The  U.S.  did 
not  make  any  serious  efTorts  to  negotiate  changes  in  the  I.G.A.  In  the  days  fol- 
lowing the  exporters  meeting.  Nor  did  the  U.S.  suggest  that  the  price  Bevlew 
Committee  of  the  I.G.A.  meet  for  the  purpose  of  changing  price  differentials. 
Thl.i  committee  had  been  created  specifically  for  the  purpose  of  making  periodic 
adjustments.  It  had  been  recognized  at  the  time  of  the  negotiations  of  the  I.G.A. 
that  price  differentials  could  not  be  conclusively  and  permanently  set  for  all 
time,  and  the  changing  levels  of  production  and  demand  would  require  temporary 
adjustments  among  differentials  to  work  within  the  provisions  of  the  I.O.A.  at 
that  Juncture. 

By  mid-March,  Canada  announced  that  it  would  no  longer  bold  to  the  I.G.A. 
minimums.  as  It  had  been  doing,  and  cut  prices  by  about  lOtf  a  bushel.  This  ac- 
tion was  taken  after  further  consultation  with  the  U.S.  by  Canadian  Ministers 
and  no  sign  was  given  by  the  U.S.  of  an  effort  to  move  i>ack  up  to  the  l.OA. 
level  nor  to  formally  rearrange  the  price  structure  through  the  mechanisms  of 
the  I.O.A. 

Two  sales  were  registered  March  21-27,  735,000  bushels  of  No.  2  hard  winter 
wheat.  12%  protein  was  sold  to  Columbia  for  a  gulf  price  of  $1.64  compared  to  the 
relevant  I.G.A.  level  of  $1.73.  533.000  bushels  of  No.  2  weetem  white  wheat  was 
sold  to  Japan  for  a  wets  coast  price  of  J1.37— .'5*  under  the  I.G.A.  level. 

By  early  April,  another  meeting  of  the  major  world  wheat  exiwrters  was 
held,  at  which  the  exporting  countries  agreed  to  work  wtthfn  the  framework 
of  the  I.G.A.  to  strengthen  prices.  Little,  however,  happened,  and  again  so  as 
tvn  be  ancertatned  the  U.S.  made  no  perslsteint  pfTort  to  negotiate  throu)^ 
Hie  framework  of  the  I.O.A..  any  Improvements  in  tbe  situation  which  would 
have  allowed  maintaining  some  relativel.v  stable  prices.  Sessions  were  held  in 
Ijondon  as  background  for  the  Price  Review  Committee,  but  the  C 
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WBS  not  oBked  to  consider  any  concrete  action  fir  sctlona.  During  the  Bby  9-lB 
reglxtnitlon  period,  the  U.S.  Mid  1^1,000  bushels  ol  No.  2  hard  winter  wheat. 
llVf  iiTDteiii,  to  Brazil  (or  a  gnlf  price  of  $1.62 — 11«  under  the  J.Q.A.  leveL 
iThl«  Is  not  a  coiiiitlE'tc  list  of  sales.  l»ut  only  those  reported  by  the  GRAIN 
MARKET  NKWS.  lii  Hui'fefdhiK  weekN.  the  sale  pricee  were  slgniflconCly  lower, 
bur  the  exact  price  nnd  |>articiilnr  transaetlouK  are  no  longer  {Hiblished  In  the 
(IKAIX  MARKET  NEWS.) 

Serlmw  trouble  then  artwe  lu  May  over  extreuiely  low  French  offer  prices 
to  Taiwan,  not  a  traditional  market  (or  France.  Vigorous  protests  were  made, 
it  1m  reiKirted,  by  the  U.S.,  and  the  EEC  aipved  to  rectlty  the  situation,  at  least 
in  imrt.  Just  how  far  the  EEC  was  prepared  to  go,  and  Just  bow  persUtaut 
tlic  U.S.  was  In  laying  down  the  specifics  of  the  prices  it  believed  were  reason- 
alile  for  France  in  the  far  eawt,  is  not  clear.  The  indications  are,  howerer, 
that  the  EEC  was  moving  in  the  right  direction  by  late  June,  after  Secretary 
Hardin's  visit  to  Mr.  Mansholt,  the  Vice-President  of  the  Common  Market. 

Siiiiietinie  tn  .Iiiiie  the  I'.S,  siiggeste^l.  in  an  informal  disensBlon  with  other 
exiMirtcrs  in  Iirindon.  that  Article  H  of  the  I.G.A.  Ite  invoked  and  that  the  iniiil- 
luum  price  M.'hc<lnle  in  the  l.C.A.  Im>  susi»ende(l.  The  other  exporting  countriea 
reacted  slnrngly  airahiMt  this,  Sli<)rtl.v  iifterwanlM  the  Prime  MlniMter  nu'l 
Deputy  Prime  Minister  of  Australia  and  the  Prime  Minister  of  Canada  asked 
I'rpRident  Nixon  to  convene  urgently  an  exporters  meeting. 

On  July  10  and  11  such  a  meeting  was  held  in  Washington.  Certain  under- 
standings were  reached,  under  the  threat  of  the  V.S.  suggesting  that  prices  be 
sns|)wide<I.  These  nndiTstanrtiiiBn.  it  wiis  reixvrted,  were  designed  to  firm  up 
world  iiricef.  and  allow  sales  by  Ciinnda  and  the  U.S..  who.  in  si^te  of  price 
cutting,  had  not  l>peii  selling,  it  is  imt  ciciir  what  the  precise  undertakings  wvre, 
but  it  is  clear  that  the  Common  Mnrket  reacted  vleoroiisly  ng.iinst  the  sulist^ 
qnent  cuts  by  the  U.S.  on  hard  red  winter  wbeat  in  the  Atlantic.  In  a  July  28 
report  from  Brussels  by  Richard  Post,  the  Common  Market  is  reported  to  be 
extremely  angered  by  the  U.S.  price  cuts.  The  BG!C  communique  is  qaoted  as 
eaylng  that : 

"The  European  Community  had  counted  on  the  United  States  and  Canada 
abstaining  from  unilateral  measures  which  did  not  conform  to  their  tenug 
of  the  arrangement." 

It  In  diStcult  to  believe  that  such  a  communique  would  be  Issued  If  the  United 
States  had  l>een  working  within  an  agreed  framework,  taking  Into  account  the 
top  level  govemiiicntal  consideration  these  Issues  have  had  In  recent  weeks.  It  is 
difficult  to  believe  the  U.S.  exhausted  every  remedy  through  the  I.G.A.  and  bi- 
laterally with  H',i'  EKC  liefore  making  the  recent  cuts. 

U.S.  wheat  pri<'e«  broke  6*  that  flJly. 

It  apiiears  that  tlic^e  cuts  in  the  Atlantic  were  far  bigger  than  they  at  first 
apjiearMl.  The  basic  cut  on  hard  red  winter  ordinaries  was  about  12<!,  but  other 
hard  red  wheats  seem  to  have  l>een  cut  up  to  200. 

The  cut  was  apparently  made  into  ICurope  only.  Sulwequently.  and  not  surpris- 
ingly, Brazil  and  .Tniiiin,  major  Importers  of  I'.S.  wheat.  l>eeame  angry  and 
threatened  to  cease  jiun-hasing  of  U.S.  wheats.  Tbus  the  U.S.  not  only  seems 
to  have  jumped  nbead  of  the  ministerial  level  deeisions  of  JnJy  10  and  11.  but 
also  to  have  ofTendeil  two  of  Its  bli^KTi'st  customers  In  the  i)roi-eB8. 

It  in  not  surprising  llicn,  that  ftirther  price  cuts  had  to  l>e  made  Info  Brazil 
and  Jafwn.  by  Ai^upt  1.1.  Australia  and  Canada  followed,  since  this  actlMi 
apitears  to  have  further  breached  what  ever  understandings  were  reached  by 
ministers  in  July. 

At  no  time,  except  for  a  brief  thn-at  made  in  June  to  susiiend  the  i>rices  of 
the  I.G.A.,  does  the  I'.S.  appear  to  have  nuide  any  serious  effort  to  work  wiliiin 
the  framework  of  this  inieniutlonal  treaty. 

Was  all  of  this  aggressive  jiriii'  i-uttlng  ne<-essary?  Tlie  I.G.A.  provisions  de 
provide  for  ad.fustTiients  in  an  orderly,  agreed  way.  No  where  doe?)  the  I.G.A. 
aa.T  that  the  nLinhniiins  an-  rigid  and  unalterable.  On  the  contrary,  the  |ir>v 
visions  treat  the  niinlniums  iis  Indicators  of  when  prices  are  weak,  and  when 
corrective  action  is  to  lie  iiijled  for.  Artb'le  8.  i-ery  carefully  negotiated  with 
this  in  mind,  and  as  siibsciim-ntly  ciiri'fully  explained  tn  the  I'nlted  States  Sen- 
ate, provides  for  an  orderly  tnternatfonal  i)roceilure  for  adjiwtment.  The  pro- 
visions of  Arti<le  fi.  the  artich'  providing  tlie  price  schedule,  are  clearly  con- 
ditioned liy  all  of  what  Is  said  In  Article  S.  In  flddlllon,  however,  specific  mentlan 
Is  made  in  Article  H  of  adjustments  In  accordflnee  with  Article  R  and  31  (see 
pnra.  4).  Moreover,  iiaragraphs  r,  through  11  of  Article  6  all  refer  to  cwnputa- 
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tioa  ol  «qairal«iit  mailmunt  and  mlnitnum  prices  In  terms  of  "carrentlr  prerall- 
ing  tniiiqM>rtBtion  coats."  Paragraph  16  states  ^tlr  that  all  of  the  price  eqnlr- 
A)«iice8  In  paragraphs  5  through  11  "shall  be  commited  at  rerular  interrals  by 
tlw .  Secretariat  o(  the  CouoeU  with  the  assistance  of  the  Sub-Goaimlttee  on 
I^ces,  having  regard  to  the  costs  of  ocfiun'transportatioQ  which  reflects  tlie 
-current  method  of  movement  generally  employed  and  oil  the  most  comparable 
basia  between  the  ports  coDcemed."  Moreover,  under  theee  two  Articles,  6  and  8, 
xew  prices  can  be  set  for  new  qualities.  In  addition  to  adjustments  for  existing 
^befits  defined  in  the  price  schedule. 

Another  article  which  qualifies  the  provisions  of  Llie  price  schedule  Is  Articte  4, 
whicb  defines  in  paragraph  «  that  the  terms  "consistent  with  the  price  range" 
shall  be  interpreted  to  mean  that  any  jirlces.  even  ttaosf  below  the  formal  mlnl- 
mupM  of  Article  6.  are  consistent  with  tbf  price  range  If  the  provisions  and 
proccdnres  of  Article  8  are  adhered  to. 

What  is  important  here  to  note  is  that  the  U.S.  does  not  at  an;  time  appear 
to  have  tried  to  nse  the  iirovisions  of  Article  8.  and  It  seems  to  have  ignored 
all  nf  the  provisions  regarding  i>rlce.  The  only  reference  to  the  provisions  was  in 
June  when  the  l.T.s.  government  suggested  suspension,  not  Implementation,  of 
Article  8. 

Does  cutting  prices  make  any  economic  sense  in  the  present  world  market  slt- 
oation?  All  wheat  esporting  countries  have  heavy  surpluses.  The  world  over- 
hang will  probably  increase  somewhat  in  coming  months.  On  the  other  hand, 
Aastralia  already  seems  to  be  taking  steps  to  restrain  production,  and  Canada 
^eems  ready  to  undertake  measures  of  restraining. 

The  U.S.  Department  of  Agriculture  announced  a  12%  reduction  in  acreage 
in  August.  There  is  no  evidence  that  this  reduction  whs  rtlscuBsed  with  other 
(-onntries,  or  that  commitmentN  were  aouglit  in  preelae  terms  as  to  what  reduc- 
tions other  countries  were  prepared  to  make.  Again  American  farmers  were 
asked  to  bear  the  total  burden  of  supply  management  for  the  world. 

Demand  for  wheat  is  fairly  unrealistic.  Aa  Senator  MeGovem  said  in  the  Senate 
on  July  31 : 

"A  lower  world  price  will  not  result  In  slgnifieanty  larger  wheat  sales. 
Lower  prices  would  only  be  helpful  If  the  United  States  could  move  down 
alone,  while  other  countries  held  back  on  their  sales.  But  that  degree  of 
■■ouiieratlon.  where  others  agree  to  sell  nothing.  Is  impossible." 
He  also  said : 

"E!ven  if  there  were  no  I.Q.A.,  the  exporters  under  present  market  con- 
ditions would  still  need  to  seek  some  reasonable  live-and-let-llve  understand- 
ing in  order  to  avoid  costly  price  wars.  Moreover,  no  one  among  the  key 
importing  countries  will  be  grateful  for  price  wars.  The  United  Kingdom 
will  oppose  substantial  price  reductions  because  of  the  Interference  with 
her  domestic  programs  and  will  adjust  her  levies  accordingly.  Japan  will  op- 
pose drastic   downward   movements   because  of  her   rice  accumulation   at 
high  support  prices.  Those  developing  cotintries  which  are  becoming  Increas- 
ingly self -sufficient  and  Improving  their  export  position  will  oppose  major 
declines  because  it  will  damage  their  own  export  prospects." 
World  price  cutting  by  the  U.S.  can  be  matched  by  the  EEC.  In  fact,  as  U.S. 
wheat  prices  come  down,  EEC  levies  go  up,  helping  to  finance  export  subsidies 
for  cheaper  European  export  prices.  The  U.S.  and  the  EEC  have  the  money  to 
compete  on  the  basis  of  government  budgets,  but  other  countries  do  not.  That  is 
cfimpetition  on  the  basis  of  subsidies,  not  efficiency.  It  is  competition  which  does 
not  hurt  the  country  said  to  create  the  major  problem  for  U.S.  wheat. 

If  average  world  sales  cannot  be  directly  increased  by  price  cuts,  the  purpose 
must  be  to  let  prices  fall  to  the  level  necessary  to  mnke  wheat  competitive  with 
■other  grains  for  feeding.  This  means  an  attack  on  domestic  grnin  supports  gen- 
erallv,  obviously. 

There  is  no  reason,  if  that  is  not  the  ohjectlve,  that  the  U.S.  cannot  in  the 
present  world  suri'lus  situation,  work  togetiier  with  other  countries  to  moderate 
the  price  effects  of  suriiluses.  The  present  world  situation  requires  coi)perative 
effort  to  relieve  the  burdens,  white  maximizing  foreign  exchunge  enniings  at 
minimum  budget  cost.s  and  not  price  wars  which  are  .self-defeating  and  have 
oppoelte  results. 

The  results  of  these  actions  have  been  to  increase  goverunient  costs  of  sub- 
aidies,  to  reduce  gold  eamings,  to  depress  domestic  prices  for  wheat,  to  reduce 
the  EEC  demand  for  U.S.  feed  grains  by  pricing  wheat  down  to  the  feed  grains 
level  and  increasing  the  subsituatlon,  to  but  further  alienate  out  two  great  friends 
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among  the  exporters— Canada  and  Auatralia,  and  to  seriously  dliiturb  the  powl- 
bllity  of  holding  our  two  nioHt  lmiN>rtant  exjiort  markets— Japan  and  the  BBC'. 

R»(.>ent  (-ouHUltAtloiis  between  Secretary  Hardin  and  Vice-Pri«ident  Manifbolt 
of  the  EPX"  have  i;r»'Uted  some  :<tHl)llity  in  the  esport  market  hut  at  unaw-ept- 
ably  low  levelft.  However,  the  negotiations  are  continuing.  Whether  or  not  the 
main  negotiation  which  in  necessary  will  be  attempted  Is  not  clear.  That  would 
he  to  renegotiate  the  pri<'eM  and  price  scheduler  and  transitortatlon  charges 
within  the  framework  of  the  I.ti,.^.  It  niay  he  signiticant  that  iwme  progress  was 
apparently  made  by  theae  two  great  leaders  in  their  consul tatious  In  Waahtag- 
ton,  D.C.  on  Novcmljer  21  and  22.  It  may  be  aigntUcant  that  Mr.  Falmby  was  in 
e«.«ern  Europe  during  this  time.  American  agrlt-ultnre  and  the  national  Bnanciai 
welfare  would  be  best  served  if  he  were  to  l)e  assigned  perninnently  to  BDchareMt, 
Kiimania  or  \'ienim  or  M'arsaw  or  some  other  equally  iniiwirtant  partner  of  the 
Inited  States. 


AUREEMKN'T    ACT.    ('O.XTAirtED    IN     FARM     L 

Tlie  undisi'losed  intent  iind  efleit  o(  the  propo.sed  amendment  to  See.  Scil.'i) 
of  the  .\grii-ultnrit)  Marketing  .Vgreenient  Act  of  11I37  Is  to  strip  the  fanner  of 
hiM  right  to  <>lTe('tivel.v  cliiillenge  ii  regulation  of  tlie  DeiHirtment  of  Agriculture. 
It  takes  away  liis  jiresent  riglit  to  go  into  a  U.S.  DiKtri<-t  Court  to  neek  n  pre- 
llmlniiry  injunctiim  against  the  Department  In  respect  to  a  regulation  that  it> 
illegal  and  diM-rliiiinHtor.v.  it  dues  xn  under  the  gniae  of  affording  the  farmer  an 
"Hduiinistratlve  remedy"  before  the  Department  of  Agriculture. 

On  its  fan-,  the  pnjpo.-ied  amendment  apiiears  to  be  giving  the  farmer  the  right 
to  aitpear  as  an  irvdividnal  before  the  Department  in  an  administrative  proceed- 
ing for  the  pnnxise  of  rhiillenging  a  regulation.  But  the  farmer  already  has  tlii:' 
right  and,  Indeed,  no  regiriatlon  can  even  be  issued  without  an  administrative 
hearing  and  a  decision  containing  findings  In  respect  to  the  basis  for  Insurance 
of  H  regiilatioti.  Ili'iice.  it  in  clear  that  a  second  adminl.atrntive  lienrlng  would  he 
totally  niinect's.'iary  and  dnpiicatlTe  of  the  first  admluistratlve  hearing.  It  U  alwi 
clear  that  fiie  forced  unneces.<!nry  .ijei-ond  administrative  he.iring  is  proposed  as  a 
substitute  for  the  present  right  of  the  farmer  to  chnllenge  a  regulation  in  the 
District  <'ourt. 

The  proposed  legislative  amendment  takes  away  such  right  without  adyislng 
you  of  such  fact.  At  tlie  present  time,  the  farmer  may  obtain  a  preliminary  in- 
junetion  if  he  la  sustaining  irreparable  injury  as  a  result  of  an  Invalid  regula- 
tion. If  the  regulaiion  Is  exacting  moneys  from  such  farmer,  the  monies  may  l« 
escrowed  subject  to  llie  custody  of  the  court  itending  n  final  decision  in  the  case 
as  to  the  legality  of  the  regulation  and  the  moneys  exacted  therennder.  The 
farmer  niay  also  priweed  in  the  Di.strict  Court  aa  a  representative  of  bis  class 
of  similarly  situated  fanners  in  seeking  relief  from  an  unjust  regulation,  and 
his  counsel  fees,  witness  fees,  court  costs,  etc..  may  lie  paid  from  the  escrowed 
monies  if  the  farmers  are  successful  In  their  suit  against  the  D^tartmental 
regulation. 

Only  three  cases  have  heeii  brought  liy  grass-roots  fanners  in  the  past  3.1 
years  to  challenge  a  regulation  of  the  Department,  and  the  success  of  those 
suitM  involving  hut  one  regulation  Is  respousilde  for  tiie  proi>ose<l  amendment 
whi<'h  would  strip  them  of  their  <-onstUutlonal  rights  by  puriH>rting  to  accord 
them  a  worthless  adndnistratlve  remedy.  It  would  force  them  to  |)roceed  l>efore 
the  IVpnrtment  on  an  individual  rather  than  a  class  basis,  and  it  would  force 
the  farmer  to  appeal  from  the  second  uiitiecessary  administrative  hearing  to 
(he  Conrt  of  Apix-als  where  printing  costs  for  the  record  and  iiriefs  are  prohllii- 
five  to  anyone  but  a  aiilUonain-  farmer.  Most  cases  are  never  appealed  from 
tile  Districts  Courts  where  costs  usnally  do  not  exi-eed  $100.  Imt  one  recent 
case  involving  aiijieilate  procee<1fngs  resulted  in  costs  of  al)OUt  S4O.n00.00  for 
both  sides. 

Moreover,  tlie  farmer  would  In'  met  with  a  iiattery  of  Departmental  attorneys, 
economists  and  other  ex|)erts  iti  the  unnecessary  duidlcative  adniinlstnitive  hear- 
ing, and  he  would  have  to  present  l)oth  admin  intra  tlve  records  to  tlie  Court  of 
.\)ipeals.  Wliere  would  the  average  farmer  even  find  an  attorney  or  economist  to 
represent  him  if  he  had  to  proceed  on  an  Indlvldiml  basis  and  could  not  go  Into 
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tbe  District  Coart  to  seek  a  preliminary  Injunction  and  ee<;row  order?  There 
wunid  be  no  escrow  fnnd  from  oat  of  whicb  bis  court  costs  could  t>e  paid,  and 
sncb  caaea  usually  take  tbree  years  aad  require  the  full-time  services  of  at- 
torneys specializing  la  a  complex  Held, 

Tbe  unfair  amendmeDt  then  provides  for  a  forced  remand  back  to  tbe  Depart- 
ment from  tbe  appellate  courts  even  If  tbe  farmer  is  successful  on  aiqieaL 
Thus  tbe  wbole  process  can  start  over  again,  and  the  farmer  Is  effectively  dls- 
conrmged  from  even  beginning  a  challenge  to  a  regulation  that  might  have  been 
fostered  by  influential  orgHnizations  whicb  are  desirous  of  keeping  their  ill^al 
preferences  and  the  farmer  in  bis  place.  Sucb  an  aniendment  would  injure 
farmers  and  consumers  alike,  for  tbe  Supreme  Court  stated  as  follows  on 
December  9, 1969,  in  ruling  in  favor  of  tbe  farmers  in  Hardin  v.  Allen,  ct  ah: 

"This  Court  has  been  slow  Co  attribute  to  Cougrew  an  intent  to  compensate 
for  Inefficient  allocation  of  resources.  •  •  •  The  Government's  proposed  reading 
of  the  Act,  bottomed,  as  It  la,  on  tbe  historical  payment  of  a  premium  to  nearby 
producers  during  the  monopolistic  era  of  cooperative  pools,  would  come  to 
perpetuate  ectmomlc  distortion  and  freeze  the  milk  Industry  into  the  competitive 
structure  tliatprevalled  during  tbe  1920'8." 

Althoi^ta  that  suit  Involved  the  question  of  paying  farmers  in  one  area  a 
higher  price  than  other  farmers,  snch  practices  also  Injure  iJie  consumer  by 
higher  prices  resulting  from  tbe  lack  of  competition  and  subsidization  of  high- 
cost  farmeo?  by  lower  cost  farmers  or  more  efficient  farmers  In  rural  areas. 
If  the  proposed  amendment  is  pushed  through  on  behalf  of  those  who  lost  that 
soit,  they  would  simply  reissue  the  regulation  In  the  USDA  on  a  different  ground 
and  it  could  not  be  challenged  under  such  new  legislation,  and  tills  Is  tbe  un- 
disclosed intent  and  effect  of  tbls  dauRerons  amendment. 

We  would  also  like  to  point  out  Uiat  the  proposed  amendment  to  Sec.  8c(B) 
(li>  (d)  of  the  Act  takes  away  the  present  right  of  farmers  to  vote  on  any  type 
of  base  plan  while  (v)  thereof  purports  to  give  them  such  right  In  respeot  to 
the  ClasB  I  base  plan.  The  taking  away  of  the  farmer's  right  to  cast  his  Individ- 
ual vote  on  any  such  plan  and  the  giving  of  sucb  right  to  his  cooperative  as»o- 
ciatlon.  except  as  to  tbe  ClasH  1  !«.■«>  plan.  Is  simply  another  undisclosed  nrtem|)t 
to  beep  tbe  farmer  under  complete  itintrol  of  associations  that  are  often  con- 
cerned more  with  their  individual  existeiK.'e  than  the  overall  good  of  the  fanner 
and  consomer. 

Senator  Elij:nder.  T}ie  coimuittee  will  stftiid  in  recess  until  tomor- 
row iit  10  o'clock. 

(Thereupon,  at  5:25  p.m.  the  hearing  was  recessed,  to  reconvene 
tomorrow,  February  20, 1970,  at  10  a.m.) 
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AGRICULTURAL  ACT  OF  1970 


PBZDAT,  BTBBUABT  20,  1970 

U.S.  Senate, 

COMMITTBB   ON  AoHIOULTUKB  AND  FOHESTRT, 

WaiMnfftony  D.O. 

The  committee  met,  pursuant  to  recess,  at  10:05  o'clock,  in 
•oom  324,  Old  Senate  OflSce  Building,  Hon.  Allai  J.  EUender  (cliaiiv 
nan) ,  presiding. 

Present:  Senators  Ellender  (presiding),  Holland,  Jordan  of  Not^ 


I!arolina,  McGovern,  Aiken,  Imllerj  CurUs,  Dole,  and  Bellmon. 

The  Chairman.  The  committee  will  please  come  to  order.  I  presume 
hat  we  will  have  a  better  attendance  later  on. 

We  are  continuing  our  hearings  on  farm  legislation  for  the  future, 
ind  the  first  witness  this  morning  is  Mr.  Charles  B.  Shuman,  pred- 
lent  of  the  American  Farm  Bureau  Federation. 

Mr.  Shuman,  you  may  sitj  sir.  And  I  understand  you  have  some • 

Mr.  Shuman.  Mr.  McLam,  director  of  our  Washington  office,  l^is- 
ative  director  in  the  Washington  office.  I  also  have  with  me.  Sir. 
Chairman  and  members  of  the  committee,  four  State  presidents,  Mr. 
Jeorge  Doup  of  Indiana,  Mr,  MerriU  Anderson  of  Iowa,  Mr.  Lloyd 
iommerville  of  Colorado,  Mr.  Keith  Wallace  of  Vermont. 

TheCHAiRKAN.  They  are  here  present? 

Mr.  Shuman,  Yea,  they  are  here  present. 

BPATEMEHT  OF  CHAHLES  B.  SHUMAH,  PRESIDENT,  AMERICAN 
PABU  BTmEAir  FEDEBATIOir 

Mr.  Shuman.  Mr.  Chairman,  members  of  the  committee,  I  would 
ike  to  proceed  by  reading  this  rather  brief  summary  statement  and 
he  attached  supplements,  exhibits  A,  and  so  forth,  we  will  simply 
present  for  the  record  if  it  is  agreeable. 

The  Chairman.  I  notice  you  have  a  prepared  statement  with  all 
"A  the  attachments. 

Mr.  Shuman.  Yes. 

The  Chairman.  Without  objection,  we  will  put  this  in  the  record  at 
the  end  of  your  statement. 

Mr.  Shuman.  Thank  you. 

W©  appreciate  the  opportunity  to  present  Farm  Bureau's  views  with 
respect  to  new  farm  program  legislation  to  take  effect  when  tihe 
Food  and  Agriculture  Act  of  1965  expires  at  the  end  of  this  year- 
Farm  Bureau  is  a  general  farm  organization  with  1,865,854  member 
families  in  49  States  and  Puerto  Rico.  Many  of  our  members  pro- 
iuce  commodities  which  are  directly  affected  oy  the  Food  and  Agri- 
iulture  Act  of  1965.  Others  produce  commodities  which  are  indi- 
(315) 
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rectl^  affected  by  this  act  because  programs  for  individual  com — 
modities  affect  other  commodities. 

The  Chaikmax.  Mr.  Shimian,  a  question  arose  yesterday  as  to  the 
number  of  farmers  that  tlie  Granpe  had  and  that  your  organizatioiH 
had  and  I  think  it  was  testified  yesterday  tliat  in  the  Grange,  aboutl 
60  percent  of  tlie  members  are  farmers.  Xow,  would  you  be  able  tcz 
tell  what  percentage  of  your  membership  are  farmers  i 

Mr,  Shctman.  We  have — most  of  our  States  do  classify  and  identify" 
who  are  farmers  and  wlio  are  not.  A  few  do  not.  So,  we  cannot  teC 
exactly.  But  based  on  tliose  we  have,  plus  surreys  in  tliose  States  tha_ 
have  not  direct  identification,  we  have  approximately  75  percent  c^ 
our  membership  who  are  farmers  and  interested  in  the  fanu  open^ 
tion  by  owning  the  land  or  producing  on  it. 

The  Chairman.  Very  well,  sir. 

Mr.  HiiuiiAN.  Tliankyou. 

For  example,  tlie  feed  grain  and  cotton  programs  have  affected 
acreage  planted  to  soybeans;  and  the  feed  grain  and  wheat  programs 
have  affected — usually  adversely — the  producers  of  livestocE,  pooltij 
and  dairy  products. 

Farm  Bureau  vigoi-ously  opposed  the  original  enactment  of  the 
major  provisions  of  tlie  lOfi.'i  act.  Our  memfers  are  even  more  con- 
vinced today  that  the  programs  authorized  by  tliis  act  are  not  in 
the  long-time  best-  interests  of  producers,  consumers,  or  tajspayers. 

Briefly,  our  principal  reasons  for  opposing  these  prt^rams  are  is 
follows:  (1)  Government  supply-management  has  not  worked;  (2) 
(Sovemment-owned  stocks  are  bad  for  farmers;  (3)  The  operatliHt 
of  Government  supply-management  programs  depends  on  piditicd 
decisions:  (4)  These  pr<^rams  make  farmers  depend^t  tm  Govern- 
ment payments  for  a  substantial  part  of  their  net  incomes;  and  (f>) 
GoveiTiment  supplv-management  programs  create  pressures  for  in- 
ternational commodity  agreements. 

Eacli  of  these  points  was  discussed  in  detail  in  our  statement  at  the 
committee  hearing  on  April  4, 1968.  In  order  to  save  time  today,  I  will 
not  repeat  this  detailed  discussion ;  however,  I  would  like  to  offer  forthe 
record  an  updated  review  of  "Experiences  Under  the  Food  and  Agri- 
culture Act  of  19fi5",  which  is  based  on  our  1968  testimony.  {S»  ■ 
exhibitA.) 

Mr.  SiirMAN-.  The  Food  and  Agriculture  Act  of  1965  is  a  dem-  , 
onstrated  failui-e.  Despite  the  expenditure  of  billions  of  dollars,  farm  ' 
problems  have  not  been  solved,  and  fanners  have  not  achieved  i  '■ 
satisfactorj'  level  of  net  fann  income.  Almost  everyone  is  dissatisfied  < 
with  some  aspect  of  the  1965  act.  Even  its  strongest  supporters  lave  / 
far-reaching,  cosily   amendments  they   would  like   to  see  adopted.    ; 

The  need  for  new  legislation  is  urgent;  however,  we  do  not  think  ■ 
that  the  defects  in  existing  prngnuns  can  l>e  corrected  by  patchwork  ■ 
revisions,  A  completely  new  appi-oacli  is  needed,  particularly  for  - 
wheat,  feed  gntins  and  cotton.  - 

New  legislation  should  be  enacted  as  soon  as  possible  so  that  fannera   E 
can  ])]an  ahead.  The  hour  is  already  late.  Uncler  present  law  tJieSet    - 
retary  of  Agriculture,  must  determine  whether  marketing  quotas  are  to 
l)e  pixxliiimed  for  the  1971  wheat  cmj)  not  later  tJian  April  15, 1970. 
If  quotas  arc  proclaimed  present  law  i-equires  tliat  the  Secretary  con- 
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duct  a  referendum  to  determine  the  acceptability  of  a  program  very 
similar  to  the  proposal  wheitt  producers  rejected  in  the  1963  wheat 
referendum. 

FARU   BUBEATj'S  PROPOSALS 

We  have  specific  recommendations  with  respect  to  the  dairj-j  wool, 
rice,  feed  grain,  wheat,  cotton,  and  cropland  adJHstment  provisions  of 
the  1965  act. 

Title  I  of  the  1965  act  authorizes  class  I  base  plans  for  milk  under 
Federal  marketing  orders. 

For  many  years  we  have  supported  base  plans  developed  and 
operated  by  dairy  cooperatives.  We  still  consider  tlie  development  of 
such  plans  to  be  an  effective  and  desirable  approach.  This  approach 
permits  the  producer  members  of  a  cooperative  to  determine  the  type 
of  plan  that  is  needed  to  meet  tlie  production  and  marketing  needs  of 
t^ir  organization.  Base  plans  also  have  been  established  under  State 
rMTilatory  laws. 

Farm  Bureau  historically  has  opposed  the  adoption  of  class  I  base 
plans  under  Federal  orders  in  the  belief  that  such  plans  would: 
(1)  Restrict  individual  opportunity  by  dividing  up  milk  markets  and 
hampering  normal  adjustment  within  them;  (2)  Put  a  price  on  the 
rigiht  to  market;  (3)  Create  new  pressures  for  a  nationwide  milk 
marketing  order ;  and  (4)  Give  broad  discretionary  power  to  the  Sec- 
retary of  Agriculture. 

We  believe  that  these  objections  are  still  valid;  however,  we  are 
preijpared  to  support  continuation  of  tlie  authority  for  class  I  base  plans 
nnder  Federal  orders  on  a  permissive  basis  so  that  this  issue  can  be 
omsidered  in  the  light  of  tJie  conditions  prevailing  in  individual 
markets.  We  believe,  however,  that  the  provisions  of  title  I  should  be 
carefully  reviewed  in  the  light  of  experience  to  date,  which  has  been 
confined  to  the  Puget  Sound  area  of  Washington  State, 

For  example,  under  the  Puget  Sound  plan  a  substantial  number  of 
dairymen  have  sold  their  class  I  bases,  nave  reentered  the  market  as 
new  producers  and  have  continued  to  receive  the  base  milk  price  for 
a  part  of  their  production.  In  our  opinion,  a  producer  who  sells  liis 
base  should  have  t  owait  a  reasonable  period  of  time  before  he  is  al- 
lowed to  reenter  the  class  I  market  as  a  new  producer. 

The  present  law  provides  that,  "Any  increase  in  class  T  base  re- 
sulting from  enlarged  or  increased  consumption  and  any  producer 
class  I  bases  forfeited  or  surrendered  shall  first  be  nnule  available  to 
new  producers  and  to  the  alleviation  of  hardship  and  inequity  among 
producers."  We  believe  this  language  should  be  reworded  to  make 
it  clear  that  old  producei-s  are  to  sliare  in  any  growth  that  may  occur 
in  class  I  sales  under  a  base  plan. 

While  the  Puget  Sound  jilan  permits  new  producers  to  share  in 
class  I  sales,  it  makes  no  pro\ision  for  a  new  producer  to  earn  a  base. 
We  believe  the  law  should  he  revised  to  provule  that  a  new  producer 
shall  be  allowed  to  earn  a  base  by  shipping  to  a  market  for  a  reason- 
able period  of  time. 

We  also  recommend  that  producers  continue  to  have  the  right  to 
vote  as  individuals  in  any  referendum  on  a  class  I  base  plan,  as  is 
provided  in  the  present  law. 
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In  view  of  the  time  tli&t  is  required  to  go  through  the  procedni"* 
Bpecified  in  the  Agricultural  Marketing  Agreement  Act,  legislatioi^ 
to  extend  the  class  I  base  plan  authority  should  be  separated  frong- 
general  farm  legislation  and  expedited  so  that  the  Puset  SonzLd  are^ 
can  continue  to  operate  a  base  plan  as  a  part  of  a  Federal  markatanig; 
order  program  it  it£  producers  so  desire. 

The  Chadluan.  Mr.  Shuman,  would  joa  mind  being  questioned — 3 
mean,  that  we  question  jou  on  the  various  commomtieB  as  you  gi^ 
along? 

Mr.  SsmuN.  Well,  either  way,  although  I  think  it  might  saw 
time  to  get  the  whole  thing  and  then 

The  Chaikmak.  All  right.  It  was  just  an  idea.  We  have  been  askiii^ 
questions  as  we  go  along  as  to  each  commodity. 

Mr.  Shdman.  Either  way. 

The  Chairman.  If  you  prefer  the  other 

Mr.  Shttman.  I  prefer  the  other  because  I  think  some  of  the  ques- 
tions will  be  answered. 

The  Chairman.  All  right.  Proceed. 

Mr.  Shuman.  Title  II  of  the  1965  act  extended  die  National  Wool 
Act  of  19M.  We  favor  a  further  extension  of  the  Wool  Act;  however, 
we  do  not  favor  further  extension  of  section  708  of  the  Wod  Act 
because  "We  oppose  nationwide  check-off  programs  for  the  promo- 
tion of  ngricultuml  commodities  when  the  Federal  Government  ad- 
ministers, or  has  veto  power  over,  the  program." 

In  our  opinion,  wool  is  a  rather  specid!  case.  It  is  an  imported 
product,  production  has  been  declining,  and  payments  are  financed 
by  a  tariff  on  imports.  As  a  consequence,  the  wool  situation  is  (raite 
different  from  that  of  such  commodities  as  wheat,  cotton,  and  ned 
grains. 

While  we  favor  le^slation  to  extend  the  class  I  base  authority  and 
the  Wool  Act,  we  will  oppose  any  omnibus  bill  which  oonples  such 
le^slation  with  unacceptable  provisions  for  other  cranmodlties. 

Title  VIII  of  the  1965  act,  whicli  relates  to  rice,  should  be  allowed 
to  expire.  The  provisions  of  this  title  currently  are  inoperative,  and 
the  nee  program  would  not  be  affected  by  their  expiration. 

A  new  long-range  farm  program  should  be  enacted  for  feed  grains^ 
wheat,  cotton,  and  soybeans.  As  a  supplement  to  this  program,  tiie 
administration  should  be  encouraeed  to  withdraw  from  the  Interna- 
tional Wheat  Ti"ade  Convention  which  has  broken  down  after  causiiu 
serious  damage  to  our  wheat  exports.  Prior  to  the  breakdown  of  this 
convention,  U.S.  exports  were  penalized  by  an  inverse  subsidy,  or 
export  tax,  which  ran  as  high  as  46  cents  per  bushel. 

We  recommend  that  the  Food  and  Agriculture  Act  of  1965  be 
amended  to  provide  for  a  5-year  transition  to  a  market-oriented  pro- 
gram. During  the  transition  period  acreage  allotments,  base  acn- 
ages,  marketing  quotas,  processing  taxes  and  direct  payments  for 
Talent,  feed  gram,  and  lotrnn  would  be  phased  out, 

This  program  is  now  before  the  committee  as  the  proposed  Agricul- 
ture Adjustment  Act  of  1969  (S.  2524  by  the  late  Senator  Dirkaen 
and  20  other  Senators,  including  a  distinguished  member  of  this  com- 
mittee, Senator  Miller  of  Iowa) . 
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The  A^culturaJ  Adjustmuit  Act  of  1969  'would : 
(1)  Limit  the  total  fimdB  that  may  tx 


(1)  Limit  the  total  fimdB  that  may  be  spwit  on  all  direct  payments 
*>r  wheat,  feed  grains,  and  cotton  under  the  Food  and  Agriculture 
^ct  of  1965  to  80  percent  of  the  amount  spent  on  1969  crops  in  1971, 
60  percent  in  1972, 40  percent  in  1973,  and  20  percent  in  1974  -with  no 
limits  on  payments  to  individuals. 

(2)  Reduce  the  cost  of  wheat  certificates  to  processors  to  80  percent 
of  the  1969  level  in  1971,  60  percent  in  1972,  40  percent  in  1973,  and 
20  percent  in  1974. 

(3)  Effective  with  1974  crops  discontinue  all  acreage  allotments, 
base  acreages,  marketing  quotas,  processing  taxes,  and  direct  pay- 
ments (annual  land  diversion,  compensatory  and  certificate)  for  wheat, 
feed  grains,  and  cotton. 

The  acreage  that  can  be  planted  to  cotton  for  export  outside  the  pres- 
ent program  would  be  increased  in  1971  and  1972,  and  the  penalties 
9n  excess  cotton  production  would  be  repealed  effective  with  the  1973 
crop.  These  changes  would  permit  cotton  producers  who  want  to  pro- 
duce more  ootton  to  expand  their  production,  provided  they  waive 
all  oottfHi  payments. 

(4)  Continue  the  cropland  adjustment  provisions  of  the  act  of 
1866  with  amendments — 

(a)  To  require  that  the  program  be  operated  on  a  competitive 
bid  basis  with  emphasis  on  whole  farms,  and 

(b)  To  direct  the  Secretary  of  Agriculture  to  retire  at  least  10 
million  acres  per  year  in  1971, 1972, 1973, 1974,  and  1975. 

TTie  Secretary  would  announre  in  advance  the  maximum  arreage 
to  be  contracted  for  each  year.  If  accepted  bids  do  not  exhaust  this 
acreage,  higher  bidders  could  be  offered  the  opportunity  to  negotiate 
contracts  at  the  accepted  bid  level. 

(5)  Provide  that  loan  rates  for  wheat,  feed  grains,  cotton,  and 
soybeans  shall  be  set  at  not  more  than  85  percent  of  the  previous  3- 
year  average  price  beginning  with  the  1971  crop  year, 

'Hiis  provision  would  be  permanent  legislation  and  would  provide 
authority  for  the  continuation  of  commodity  loans  after  the  phaseout 
of  allotments,  base  acreages,  marketing  quotas,  and  direct  payments, 
I  emphasize  that  this  is  permanent  legislation  and  it  provides  for 
ctHitinuation  of  price  supports  indefinitely. 

(6)  Prohibit  the  sale  of  CCXl  stocks  at  less  than  150  percent  of  the 
current  loan  rate  plus  carrying  charges,  except  when  sales  are  offset 
t^  equivalent  purchases  in  the  open  market. 

(7)  In  addition  to,  and  conditional  on,  the  adoption  of  items  1 
through  4,  authorize  the  Secretary  of  Agriculture  to  offer  a  special 
transitional  program  in  1971, 1972, 1973,  1974,  and  1975,  which  would 
be  open  to  any  farmer  who  has  had  average  gross  annual  sales  of 
farm  products  of  not  more  than  $5,000  and  off-farm  income  of  not 
more  than  $2,000  per  year  for  husband  and  wife  for  the  immediately 
preceding  3  years.  Such  farmers  would  be  eligible  to  receive  one  or 
more  of  the  following: 

(a)  Compensation  for  acreage  allotments  and  base  acreages 
surrendered  to  the  Secretary  for  permanent  cancellation. 

This  would  apply  to  all  commodities  having  acreage  allotments 
or  base  acreages.  Such  compensation  would  be  in  addition  to 
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land  retii-piiient  pnywients  under  tlie  ci-opland  adjustment  pro — 
gram  and  would  silso  be  available  to  eligible  farmers  who  wisin 
to  surrender  their  acreaee  allotments  or  base  acreages  withoirtf 
participating  in  the  cropland  adjustment  program; 

(b)  Retraining  grants  of  not  to  exceed  $1,000; 

(c)  Adjustment  assistance  of  not  to  exceed  $2,500  per  year  fo^ 
2  years;  and 

(d)  Tjoiins  iinder  existing  credit  programs  to  further  facilit«ti^ 
the  transition  of  eligible  farmers  to  more  gainful  employmeat. 

(S)  Authorize  the  apjiropriation  of  sucli  funds  as  may  be  necessary 
to  ciiiTy  out  the  pi-ogranis  enumei'ated  aI>ovc. 

Senator  Mn.r.ER.  "Will  yoii  yield  at  that  ix>int  ? 

The  CiiAiRsrAx.  He  does  not  want  to  yield.  I#t  him  get  through 
I  wanted  to  ask  liim  some  questions— olE  the  i-ecord. 

(Discussion  off  the  record.) 

Tlie  Chairsiax.  Proceed,  Mr,  Shuman. 

Mr.  SircMAx.  The  various  parts  of  this  eight-point  pi-ogram  are 
closely  interrelated. 

Tlie  transition  to  tlie  market  system  would  lie  gradual.  Substantial 
payments  would  l)c  made  during  the  tran-^iition  jwriod  to  help  farmers 
make  needed  adjustments.  The  cost  of  wheat  certificates  to  processon 
would  be  phased  out  at  the  same  rate  as  payments  to  farmers. 

The  acreage  retii-ed  fi-om  ]>i-oduction  under  the  cropland  adjust- 
ment program  would  be  increased  as  existing  programs  are  phased 
out.  Increases  in  the  acreage  retired  under  the  CAP  would  tend  to 
offset  reductions  in  tlie  acreage  diverted  under  annual  divrauMi 
programs. 

Much  of  tlie  land  now  licinp  diverted  under  the  current  annual  re- 
tirement pi-ogram  is  not  top  quality  land.  Also,  present  programs  that 
divert  acreage  on  a  part-farm  basis  encourage  tlie  heavy  use  of  fertil- 
izer and  other  land  suljstitutes  and  thus  guarantee  increased  per-acre 
yields.  The  retii-ement  of  whole  fanus  under  an  expanded  cropland 
adjustment  program  would  lie  a  far  more  effective  means  of  bringing 
about  needed  adjustments  in  land  use. 

At  least  10  million  acres  would  be  retired  under  long-term  contracts 
(."i  to  10  yeai's)  each  ycjir  for  ft  years  Ijeginning  in  1971 ;  however,  this 
|)art  of  the  progriini  would  be  subject  to  review  each  year  and  the 
acreage  to  be  retired  could  l)e  increased  if  necessary  to  facilitate  the 
transition  to  the  market  system. 

The  use  of  a  bid  pi-o<'ednre  to  select  the  land  that  is  to  be  retired 
would  hold  down  (Hoverimient  costs  and  insure  the  retirement  of  the 
land  that  faiiners  themselves  most  want  to  retire..  The  existing  author- 
ity of  the  Secretary  to  limit  the  pei-centage  of  the  total  eligible  acreage 
that  may  Ixi  retired  in  any  county  or  local  community  to  avoid  adverse 
effects  on  lix-id  economies  would  be  continued.  Existing  provisions  of 
law  prohibiting  the  grazing  or  harvesting  of  retired  acres  under 
normal  conditions  also  would  lie  continued. 

In  contrast,  to  the  present  programs  of  diverting  a  limited  percentage 
of  individual  farm  cropland  from  specific  crops  on  an  annual  basis, 
the  jiTOposed  expansion  of  the  cropland  adjustment  pn^ram  (with 
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«inphasis  on  whole  farms)  would  more  economically  divert  surplus 
■cropland  to  noncrop  uses. 

The  retirement  of  whole  farms  would  result  in  the  retirement  of 
some  nonland  resources  and  eliminate  the  increased  in  per-acre  yields 
"which  results  when  resources  formerly  used  on  diverted  acres  are 
shifted  to  land  that  remains  in  production  on  the  same  farm. 

The  objectives  of  the  proposal  to  base  loan  rates  for  feed  grains, 
wheat,  cotton,  and  soybeans  on  the  prices  actually  prevailing  in  the 
market  in  the  immediately  preceding  3  years  is  to  stop  the  movement 
of  feed  grains,  cotton,  wheat,  and  soybeans  into  Government  hands. 
Producers  would  continue  to  have  money  available  at  harvesttime 
through  noni-ecourse  loans ;  however,  Govermeiit  loans  would  be  iwed 
to  encourage  orderly  marketing  rather  than  to  fix  prices.  Few,  if  any, 
of  the  commodities  placed  under  this  type  of  loan  would  be  turned 
over  to  the  CCC  under  normal  circumstances. 

To  insure  the  success  of  the  proposed  cJiange  in  loan  policy,  the 
Congress  should  continue  to  reject  proposals  to  authorize  the  estab- 
lishment of  Government  reser\es  of  farm  commodities.  From  the 
standpoint  of  fanners.  Government  reserves  are  primarily  a  device 
for  holding  down  farm  prices.  In  our  opinion,  consumers  are  ade- 
quately protected  by  the  tremendous  productivity  of  American  agrl- 
cnlture,  the  fact  that  our  major  crops  are  produced  in  widely  dispersed 
gei^i;ra[^ic  areas,  and  the  flexibility  that  goes  with  a  livestock 
economy. 

If  the  Farm  Bureau  proposal  were  in  effect  now,  the  maximum  1970 
loan  rates  for  the  affected  commodities  would  be  approximately  as 
fallows : 

(The chart  follows:) 

Indiuteil  ■uilmun) 

3-y<ii  iveti|>  kun  rata  (IS  paront 

Conmodity  Unit  pric*  i      of  }-)mr  ivtut*) 


■  KUrkfliNi  yMIl  I9«S-S7  thiouih  196ft-S9. 

Mr,  Shuman-.  Simultaneously  with  the  proposed  change  in  loan 
policy  the  minimimi  prices  at  which  CCC  stock  can  be  released  would 
be  increa-sed  substantially  to  protect  the  market  against  the  dumping 
of  stocks  acoiimwlated  under  past  programs  as  well  as  any  stocks  that 
m»  be  acquired  in  the  future. 

For  example,  under  cuiTent  conditions  if  loan  rates  were  set  at  85 
percent  of  the  3-year  average  market  prices  shown  above,  Farm 
Bureau's  proposal  would  prohibit  CCC  sales  at  less  than  the  following 
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(The  chart  follows:) 
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Mr.  Shuuan.  The  special  transitional  prt^ram  Faim  Bureau  is 
propoeiug  lor  low-income  lanners  would  help  fanners  who  do  not  hare 
the  resources  needed  for  a  successful  farming  operation  to  make  a 
transition  to  more  gainful  employment.  This  prc^ram  would  be  en- 
tirely voluntary.  Producers  who  wish  to  participate  would  have  a  num- 
ber of  alternatives.  This  gives  the  program  the  flexibility  that  is 
needed  to  solve  individual  problems. 

At  the  end  of  the  proposed  phase-out  of  acreage  allotments,  market- 
ing quotas,  base  acreages,  certificates,  and  Govermnent  payments  for 
feM  grains,  wheat,  and  cotton  each  producer  would  be  free  to  plui  his 
wheat,  feed  grain,  cotton,  and  soybean  production  so  as  to  make  the 
best  use  of  his  resources  in  the  light  of  the  market  outlook.  ThuB,  tbs 
way  would  be  clear  for  farmers  to  earn  and  get  higher  incomes  in  the 
marketplace. 

In  short,  Farm  Bureau  is  recommending  a  broad-based  program 
to  help  individual  farmers  make  needed  adjustments,  increase  prices, 
expand  markets,  cut  costs  and  thus  provide  the  hataa  for  increased  net 
farm  income. 

I  thank  you,  Mr.  Chairman,  and  we  will  be  glad  to  answer  questions. 

(Exhibit  A  is  as  follows:) 


ExFEUXNOEB  TJnd^  tee  Food  ahv  AaatJuvrvBAi.  An  or  196S 

(An  updated  review  prepared  by  Ox  American  farm  Bnreaa  Pederatlati — Jsno- 
ary  1970 — supplementing  tbe  analysis  presented  to  tbe  Benate  and  House  Agri- 
culture Committees,  at  the  1968  bearings  on  farm  program  legislation) 
farm  Bureau  vigorously  opposed  the  original  enactment  of  the  major  pravtsloDS 

o(  the  Food  and  Agriculture  Art  of  1985.  Our  mnnbers  are  even  more  convinced 

today  that  the  programs  authorized  by  this  Act  are  not  In  tlie  long-time  best  In- 

tereots  of  producers,  consumers,  or  taxpayers. 

Briefly,  our  principal  reasons  for  opposing  theaeiwosrams  are  as  ftfllowi : 

(1)  Government  Bupply-monageiment  has  not  woAed. 

(2)  Government-owned  stocks  are  bad  for  farmers 

(S)  Tbe  operation  of  government  anpply^nanagement  prograiM  flftwmli 
on  political  decLsfons. 

(4)  Theee  programs  make  farmers  dependent  on  government  paymemts  fbr 
a  subatantlal  part  of  their  net  Incomes. 

(B)  Government  supply-management  programs  create  pressures  for  inter- 
national commodity  agreements. 
We  will  discuss  each  of  these  points  briefly. 
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<  J  )  OovernmaU  lupply-momvement  hw  not  worJeed 

The  Act  of  1866  has  not  corrected  the  basic  Imbalance  between  pricea  laxmexa 
KcelTe  and  the  pricee  they  must  paj — commcmly  referred  to  aa  the  coat-price 
aqneeae.  On  the  coutrary,  the  Index  of  prlcea  paid  has  continued  to  rlae  faster 
than  the  Index  of  prices  received.  I^  Index  of  pricee  reoejved  by  f  annete  rose  88 
points,  from  239  in  1960  to  2T7  In  1966.  In  the  same  period  the  Index  of  prlcea  paid, 
tabexeOt,  taxes  and  wage  rates  raee  73  points,  from  800  to  373. 

me  following  table  ahows  that  there  has  been  a  rather  steady  decline  In  the 
parity  ratio  over  the  past  18  years  and  that  the  ratio  was  74  In  1967-69.  To  find  a 
iawer  parity  ratio  on  an  annual  baels,  it  is  necessary  to  go  Clear  back  to  the  de- 
pression year  of  1933  We  do  not  think  It  appropriate  to  Inctnde  gorenmieDl; 
payments  In  figuring  the  parity  ratio  aa  this  destroys  the  osefulness  of  the  parity 
concept  as  a  measure  of  the  relatlonahip  between  farm  pricee  and  farm  coats ; 
however,  if  one  looks  at  the  adjusted  ratio  in  the  following  taMe  be  also  finds  a 
steady  decline.  Bven  on  an  adjusted  bads,  ft  is  necessary  to  go  badi  to  198S  to 
And  an  annual  figure  l<yn&r  than  that  reported  for  1967  and  1968. 

pmCES  RECEIVED  BY  FARMERS,  PRICES  PAID  AND  THE  PARITY  RATIO,  SELECTED  VURS,  1933-69  OSlO-U-IOg) 


•  Cammodltlu  and  Mnfc«.  Intentl.  lum  ind  urift  ralM; 


Snirea:  "Airkaltiinl  Prka,"  Jtnuiry  1964  ind  Jinuiiy  1970,  SWMImI  R*porttn|  S*rrk«,  USDA. 

Although  the  average  parity  ratio  for  all  commodities  is  the  lowest  it  has  beea 
on  an  annual  bads  since  the  depreesloQ,  the  picture  Is  even  more  dismal  for  the 
commodities  that  are  subject  to  price  support  payments  under  the  Act  of  196C. 


Seure*:  "Asrfciilhinl  Prfc«,"  Itnutry  1970,  StatlitictI  BapottiiH  S«ivlc»,  USOA. 

The  parity  ratios  shown  above  would  be  even  lower  If  it  were  not  for  the  fact 
that  government  stipply-management  programs  have  reduced  the  adjusted  parity 
base  prices  for  most  of  these  commodities. 


)y  Google 
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Smk*:  "A|iicuJliJ>II  PriMi."  Jinuiry  uippltmanu,  1964-70,  SMIiiticil  Raportini  Sinrici,  USDA. 

If  tbe  ai]jUMCe<l  base  price  of  wheat  hnd  not  been  revluced  from  lOOt  to  197ft 
the  Januar;  IftTO  parity  r'rlce  for  wheat  woiild  liave  been  (3.0H  per  bu^ri — 31 
cents  more  tbsn  tbe  ofllclal  i>arlt;  price  of  $2.77. 

Since  tbe  relationtibip  between  farm  rettirns — IncluilliiK  paymentB — and  farm 
co9t«  bas  continue*)  to  cleteviorate,  people  have  contiuued  to  move  out  of  affrl- 
culture  in  search  of  better  opiH>rtunlties.  As  a  matter  of  fact,  the  rat«  of  ont- 
mlKration  waa  bli;her  In  IIKU  and  1967  than  in  litiA  and  1965.  The  ftdlnwinc 
table  shows  a  dro|i  in  farm  population  of  more  than  ii.l  million  since  1060 — a 
drop  of  33  percent  in  onl.v  eight  j'ears. 


CHANGES  IN  THE  FARM  POPULATION 


pracad  i  HI  iruc       pnoadini  far 


lie  Resatrdi  Sacvlca.  USDA. 


Farm  liebt  has  Increaseil  In  relation  to  farm  assets  throughout  the  postwar 
]ieri<Hl ;  howevpr,  the  aveniicf  of  inci'ease  has  tteeu  ^renter  under  the  government 

aupply-nijinagcment  proKrainw  of  recent  years  than  in  the  1050's. 

FARM  OEBT  IN  RELATION  TO  FARM  ASSETS,  SELECTED  YEARS 


TolatlanndBbl 
(piniKmillionO 

Total  taim 
OMtaOilNani) 

'■ZiSSS 

-ass 

At  of  Jan.  1: 

950 

ilO.733 
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^.1 

,?1 

h 

970(pr«liminar»)._.. 

55,S00 

ILl 

..SfsaTis,';: 

nca 

"=: 

January  1970  an<l 

Outlook,"  Jib.  a 
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Tbe  Act  of  1966  is  an  out^rowtb  of  earlier  government  supply-management 
programg,  the  first  of  wbich  was  the  feed  grain  program  of  1961.  For  tbis  reason, 
in  evalnatlng  the  etFects  of  government  sun^'r-manBgeiuent,  tt  is  appropriate  to 
p«7  particalax  attention  to  wbat  bas  happened  since  1960  aa  well  as  to  what  has 
happened  under  the  Act  Of  1965. 

Net  income  per  farm,  has  increased  substantially  $lnce  1060 ;  however,  the 
bnlk  of  this  increase  resulted  from  the  combined  effects  of  a.  decline  in  tbe 
number  of  farms  and  an  increase  In  government  payments  to  farmers. 


Namtwr  m  rarms 3. 95«.  SOD  3,  OM,  310  -800. 190 -tZ.t 

Net  maliiKl  tirm  income 111.673.000,000  tU.  786. 000,  DOO  S3, 113,  OOO,  OOO  O/J 

GMVniniant  oiymtnti 693,000,000  3,462,000,000  ?, 769, OOO, 000  39S.6 

Net  lUlrzed  income  per  teim _.  Z,95i  4,»41  1,169  U.D 

eonmiront  paymannperlirm. 175  1,131  958  HT.l 

Net  realized  income  per  fami  rose  -Tl,889  from  $2,952  in  1960  to  $4.S41  in  1968. 

If  tbe  nuDi>>er  of  farms  bad  reumined  constant,  and  there  had  been  no  in- 
crease in  government  payments,  net  income  per  farm  for  1968  would  have  been 
S3,039  ($14,780  million  net  farm  income  minus  the  $2,769  million  Increase  in 
government  payments,  or $12,017  million -^ 3,964,500 farms). 

Thus  the  combined  effects  of  the  decline  In  the  number  of  farms  and  the  In- 
crease in  government  payments  t>oosted  net  income  per  farm  from  $3,039  to 
$4.S41.  This  means  that  these  factors  account  for  $1,802  (95.4  percent)  of  the 
51.889  by  which  net  Income  per  farm  increased  between  1060  and  1968.  Tbe  re- 
maining $»T  of  tbe  total  increase  per  farm  Is  due  to  other  factors. 

The  value  of  the  dollar  has  declined  since  1960  and  fanners  who  have  remained 
on  the  fami  have  had  to  increase  their  investments  substantially.  As  a  result, 
a  much  higher  net  income  is  needed  tiHlay  to  provide  a  return  on  increased  capital 
luve^ments  and  offset  the  lower  value  of  the  dollar. 

We  doubt  that  the  promoters  of  the  1965  Act  want  to  take  credit  for  Increases 
in  farm  income  that  have  been  brought  about  by  a  decline  in  the  number  of 
fanners.  The  unsatisfactory  nature  of  programs  which  force  farmers  to  depend 
on  government  payments  for  a  substantial  part  of  their  Income  will  be  discussed 
at  a  later  point  in  our  statement. 

While  carryover  stocks  of  feed  grains,  wheat  and  cotton  have  been  reduced 
rather  sharply  in  some  recent  years,  we  need  to  eyamine  tbe  causes  of  these 
rediietiona  and  tbe  coats  that  have  been  Incurred  in  achieving  them. 

Tbe  196.T  Act  ban  contributed  to  the  reduction  of  cotton  stocks,  although  at  a 
very  high  rust.  Bart  weather  was  also  a  factor. 

In  the  ease  of  wheat  and  feed  grains  reductions  in  carryover  stocks  have 
been  due  to  expanded  markets — not  reduced  production.  Orain  production  actual- 
ly has  been  higher  under  government  supply- management  programs  than  in  the 
immediately  preceding  five  years.  While  a  sul>8tnntial  acreage  of  land  has  been 
diverted  under  current  programs,  much  of  this  land  would  have  produced  little 
or  no  grain  in  the  absence  of  these  programs.  Furthermore,  tbe  diversion  pro- 
grams have  had  offsetting  effects.  It  is  well  known  that  payments  received  for 
diversion  are  often  tised  to  finance  yield -Increasing  praclices,  e.sipeclally  hisher 
fertilization  rates,  on  land  remaining  in  production.  It  is  also  well  known  that 
noncompliers  not  only  sought  to  improve  yields,  but  also  increased  grain  acreages 
In  the  expectation  that  reductions  by  compilers  would  strenffthen  markets. 

Thus,  while  feed  grain  acreages  have  been  cut  by  diversion  pn^rams,  and 
wheat  acreages  also  have  been  reduced  except  for  a  sharp  increase  in  1967  and 
1968,  wheat  and  feed  grain  output  has  been  higher  than  before  these  programs 
became  operntlve.  This  is  evidenced  by  the  following  com iwtri -lions  of  acreages 
and  output  of  these  grains  during  the  years  preceding  and  following  adoption 
of  the  government  supply-maniigement  approiich. 
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SELECTED  CORN  AND  WHEAT  DATA-AVERAGES  FOR  IHMD  AND  HU-«i 


19»-60  mm* 67.001  51.4  3,4«  S,D4S  227  3.171 

lWi-68»«nn _         57,(B2  70.2  t.DOB  3.H8  SJ3  4.13 

1961-68  amntni  ta  1956-6D....        -9. 919  -t-18.B  +5a  +542  +306  -fW 

1956-60  mran 50.033  2J.5  1,171  598  513  1.111 

1961-&B  ivania 50.498  25.9  1.310  654  733  1.30 

1961-68 nmparai)  Id  1956-60....  +165  +2.*  +132  +56  +220  4271 

Note  partlcnlarly  from  Uie  above  tbat  during  the  yean  after  Koremmait  anp- 
plf-management  type  programs  became  operatire : 

Com  acreage  averaged  S.9  miUian  acres  less,  bat 
Com  production  averaged  566  miUion  bushels  more,  and 
Com  utilization  averaged  8-^8  milUtm  bushels  more  than  during  tbe  19SA- 
60  period. 
Wheat  acreage  avera.ged  only  ^65,000  aorea  more,  bat 
Wheat  prodactloo  averaged  ISi  milUon  bushels  more,  and 
'Wheat  utilization  averaged  276  miijlon  bushels  more  than  in  the  18CS6-40 
period. 
The  fact  is  that  feed  grain  and  wheat  stocks  have  been  reduced  by  mark^ 
groiclh- — not  by  production  c(Mitrol  under  government  BaK^ly-management  pio- 
grams.  Furthermore,  carryover  stocks  Increased  In  both  1968  and  1969  due  to 
overproduction  in  the  two  preceding  years  of  1967  and  1968. 

In  1967,  corn  production  reached  4.8  bllllan  bush^  and  wheat  prodactlca 
totaled  1.5  billion  bushele — both  new  ell-tlme  highs.  While  com  production  de- 
clined allghtty  in  1968,  the  carryover  of  feed  grain  increased  1.7  million  tons 
In  1969.  Wheat  prodoction  rose  to  a  new  high  of  1.6  billion  bushels  in  1968  and 
the  wheat  carryover  showed  a  substantial  increase  of  279  million  boabels  in  1960. 
Supply-management  programs  have  resulted  in  Bubstantlal  Increasen  in  tha 
annual  losses  realized  by  the  Commodity  Credit  Oorporatlon.  0CX3's  1967  realiKd 
net  operating  losses,  which  do  not  include  the  cost  of  the  P.I^  480  program,  wan 
more  than  double  the  tosses  reported  for  fiscal  1960.  While  CCC  losses  have  de- 
clined somewhat  since  1!)67,  they  are  still  well  above  the  1960  lev^ 


I  Dollar*  Id  mlUiona] 

Fiscal  year:  Fiscal  year — contluoed 

1055 »1,119.8         1963 $2.«14.9 

1956 1.418.7         1964 S,228l8 

1967 1,812.0         1965 __     S,04aO 

1958 1,647.6         1966 2, 98*.  9 

1959 1,410.0         1967 8,818.6 

1960 1,8M.6         1968 3,198.2 

1961 2,081.8         1969 3,118.8 

1962 2, 709.  4 

Bource :  "Commodtty  Credit  Corporation  Cbarta  ProTldliig  «  Otaphie  Bmsinary  of  Op<T- 
9,  June  80.  1966.''   (table  lOA)  Match  199T,  and  "BaiKirt  of  rtBandal  CoD<Utloai  ud 


HSI 


. .      , Je  lOA)  Ji. , — , 

j»8,  aa  o(  Jane  SO.  1069/'  Agrlcnltural  BtablliiatloD  aod  Conaervatlon  Sovlw 

While  factors  other  than  government  programs  were  responsible  for  most  of 
the  reductions  in  commodity  stocks,  let  us  assume  for  the  sake  of  discosBlon  that 
the  prr«rams  were  responsible  and  then  look  at  the  fantaatic  pre-uult  costs  at 
these  reductions. 

If  we  Include  only  tlie  cost  of  price  support  and  dlverslMi  payments,  the  (stl- 
mated  redaction  in  the  cotton  carryover  frcon  August  1, 1966  to  August  1,  IM 
has  cost  an  average  of  $234  per  bale. 
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On  a  similar  tia^  the  cost  of  redncing  tbe  vbe&t  canrorer  since  the  certlA- 
cate  plan  went  Into  effect  wltb  the  1964  crop  has  been  S37.90  per  boshel. 

■Rie  coet  of  redudng  the  teed  grain  carryover  since  the  feed  grain  pngrun 
west  into  effect  in  1961  has  been  $244  per  ton,  or  $6.83  per  bnshel  at  com 
eqaivalent 
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FOUR  FEED  GflAmS 
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rn  and  sorihum  giain:  Julv  1  tor  oats  ind  batlov. 

ffiMfits  lSI-«a;  olus  priu  support  pavmnrtU  l963-£«. 

36.714  bushtliot  corn. 

isnl  of  Ajikulture  Appropriatinns  loi  1970,"  pL  3,  hurlnii 

[laliorii,  9l!t  Con!.,  1st  sest.  Fesd  grain  program  ccsl  lion 

of  Aiiiculture.  "Stoclu 
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(2)  Govern Hiraf-nvriK^d  nlovks  arc  lad  fot-  farmer* 

Under  the  -Vet  of  HlKi  and  wirlier  government  HnM>l7-tnanagemeiit  prograiiu  the 
ITSDA  has  b<*n  antliorized  t<)  swil  CCC  stocks  to  hold  down  market  pricVB  to 
benefit  con-iumiTs  iiiid  iieiinllze  pmducers  who  do  not  L-noperate  with  the  feed 
^aln  and  wheat  ttro^nmis. 

Actually,  low  itwrket  prli-es  penalize  cooperatiirs  as  well  as  noncooperatcir&  Low 
KThIu  prieea  nlsii  lend  to  orenirodiit-tioii  and  low  priees  in  the  livestock,  dairy  aod 
poultry  industries.  We  should  constantly  keep  in  mind  the  fact  that  liTestodc 
dairy  and  poiiltr.v  products  account  fir  roufthly  60  [xTcent  of  U.S.  wish  fartn 
rp<rel|its.  We  need  to  make  sure  that  pn^ninis  for  other  conunodlties  do  not  ad- 
rersely  affect  this  liirwe  iuid  inijiortant  area  of  our  agricultural  economy. 

Government  sales  obviously  have  been  costly  to  grain  farmers  in  terms  of  re- 
duced market  prices.  I^ik  at  what  hamwied  In  Iflftl :  Corn  production  fell  to  the 
lowest  level  in  several  years  due  to  {loor  crop  conditions,  bat  the  upward  thrtHt 
In  prices  normally  gi'neratwl  by  a  short,  crop  was  almost  entirely  offset  by  C(X 

.Although  the  IlMt4  croi>  wan  53.1  million  bushels  smaller  than  the  1963  crop,  the 
CCV  sold  3ftl  million  bushels  and  c-om  prices  wejit  up  only  6  ih^Is  per  busbel.  By 
viay  ot  contrast,  an  S08-million-bushel  drop  lu  production  In  IIM?  brongbC  forth 
a  a't-ivnt  rise  in  corn  prices,  and  a  743-mlllloti-bnsheI  drop  brought  forth  a  ■»■ 
cent  increase  in  prices  lu  the  depression  year  of  llKt6. 

The  1066  marketing  yenr  also  proi"ides  an  informative  contrast  to  1964.  Although 
the  com  crop  was  slightly  larger  In  1966  than  in  1965,  CCC  sales  were  rednced. 
nnil  the  farm  price  of  corn  nveniged  H  cents  per  bushel  higher  in  the  markettng 
year  1966-87  than  in  the  pre<*ding  year. 

Eiiterfence  with  wheiit  has  been  much  thi-  siiiiie.  While  the  1966  wheat  crop 
wa«  only  4  million  bushels  smaller  than  the  lite.!  erop.  ('CC  sales  were  redTKed  by 
232  million  hushelR  and  the  average  farm  price  of  wheat  was  28  cents  per  bushel 
higher  in  the  1!)66  marketing  year  than  in  1965. 

From  the  standiMdnt  of  producers,  government  reaerves  of  agricultural  com- 
modities constitute  a  device  to  manipulate  markets  pcditicelly,  to  coerce  partici- 
pation in  government  suiipl.v-miiniigcnient  pn^rrams.  and  to  lmix>He  pri(-e  ee41IngH 
on  farm  products.  Yet  USDA  otflciala  testified  in  1968  that  they  considered  legis- 
lation tu  (>>tablish  a  government  grain  reserve  to  be  a  needed  addition  to  Ute  pro- 
grams authorized  by  the  Act  of  1965. 

Farm  Bureau  vigorously  opposed  proposals  for  a  government-controlled  gnin 
reserve  at  hearings  held  by  Houneond  Senate  Subcommittees  In  theflOth  Coagnes. 
The  Subcommittees  very  wisely  did  not  approve  these  grain  reserve  bills. 

CCC  SALES  OF  WHEAT  IN  HELATION  TO  UTILIZATION 

TDtll  CCCulttlll 

.  uliliialion  CCC  ul<s       pamntaie  of      Sauoniniw 
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CCC  SALES  OF  CORN  AND  GRAIN  SORGHUM  IH  RELATION  TO  UTIUZATION 


3,K2.D00.D00 
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<3)  The  operation  of  government  supplji-management  profframa  AepenOa  en  po- 
litical decisions 

This  places  farmers  at  a  distinct  dl»Hd vantage  since  nonlarm  consumers  out- 
aaniber  funn  people  hy  95  to  5.  Political  decisions  must  neceasarlly  please  the 
majority  rather  than  the  minority,  and  the  vast  majority  of  our  citizens  are 
QOnfarm  consumers.  If  we  continue  government  supply -management,  It  is  to  be 
expected  that  agriculture  will  become  a  public  utility — that  is,  an  industr;  that 
in  regulated  for  the  benefit  of  consumers. 

Another  reason  for  avoiding  reliance  on  political  decisloos  is  tbe  fact  that  It 
Is  very  easy  for  a  single  authority  to  make  a  serious  mistake. 

The  Johnson  Administration  had  three  chances  to  prove  the  value  of  e^- 
tralized  planning  in  106T,  but  it  struck  out  all  three  times.  A  sharp  acreage  cut 
was  ordered  in  cotton  to  reduce  the  surplus,  but  an  unfavorable  seaiion  brought 
the  crop  down  to  leaa  than  S  million  bales,  and  a  serious  shortage  of  the  better 
grades  developed.  As  a  consequence,  cotton  suffered  a  further  loss  of  markets 
which  producers  can  ill  afford. 

Opposite  results  were  experienced  with  wheat  and  feed  grains.  The  Johnson 
Adminlntration  overreacted  to  hystierical  evaluations  of  the  world  food  situa- 
tion and  encouraged  farmers  to  expand  grain  production  In  advance  of  eSertlve 
demand.  Also,  food  aid  shipments  of  wheat  and  flour  under  P.L.  480  actually 
were  reduced  during  the  fisc-fll  year  1966-67.  The  Inevitable  result  of  these  two 
actions  was  lower  grain  prices. 

The  nverage  farm  price  of  wheat  was  only  $1.40  per  bushel  In  January  1968  in 
comparison  with  $1.57  a  year  earlier.  Com  sold  for  an  average  of  $1.04  per 
bushel  at  the  farm  in  January  lft68  in  comparison  with  $1.28  a  year  earlier. 

In  discussing  the  overproduction  of  grain  that  resulted  from  administrative 
decisions  with  respect  to  1967  crops,  former  Secretary  Fireman  correctly  said, 
"No  one — not  myself,  nor  the  Congress,  nor  the  scientists  and  economists — had 
the  s«^ond  sight  to  predict  this."  Unfortunately,  Mr.  Freeman  refu.'ied  to  recog- 
nize the  fact  that  tbe  market  system  can  do  a  better  Job  than  any  administrator 
In  guiding  production  andconsumptionif  it  isallowed  todoso. 

Proponents  of  tbe  196-1  .\ct  nrgue  that  1967  grain  crops  would  hnve  been  even 
larger  If  it  bad  not  been  for  the  wbeflt  and  feed  grain  programs,  but  this  argu- 
ment will  not  stand  careful  analysis.  In  1967  farmers  were  encouraged  to  ex- 
pand grain  produrtion  by  price  support  loans,  direct  payments,  and  the  knowl- 
edge that  the  government  wanted  a  bl^er  crop  to  feed  a  hungry  world.  In  the 
absence  of  government  acrpOEe  progrnmsi,  price  supports,  and  direct  payments, 
(ariiier«  would  hare  l«>en  frtr  more  oautlouR  and  far  less  likely  to  expand  pro- 
dnction  In  advnnceofeffpctire  market  demand. 
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(4)  These  programt  make  farmers  dependent  on  ffovemment  payme»tt  for  a  <iit- 
atantial  part  of  thetr  net  incomes 
GoTemmeDt  pajments  amonnted  to  approximately  20  percent  of  net  fsmv  In- 
come in  1906  and  24  percent  in  1968.  Considerably  more  than  20  percent  of  net 
Income  from  the  producUoa  of  feed  grains,  wheat,  cottcm  and  wool  aam  comet 
from  government  payments.  In  fact,  nearly  one-third  of  the  ffrou  lecelptB  re- 
e^ved  by  farmers  from  these  cwnmodttles  In  1968  came  from  payments. 

CASH  HECeiPTS  FROM  FARM  MARKETINGS  AND  GOVERNMENT  PAYMENTS,  196* 
[DoJIin  In  million)] 


Cathraolpl] 

Irom  firm  Diract  Totil 

miiiiMlnit         pijniMini  itctipli 

FMdiraini ijl,  117.9          (1,366.0          *4,4«3.g 

WhMC 1,«1S.0               7*7.4            lf,S6Z.4 

Cotton  IhiL 1.16J.1                US.  5            1. 949,8 

WooL- 7Z0 KJ 137.6 

Totil  ibnoolninoditl*! -  S.16S.D  2.9GS.5  9,1111 

I  Com  Mil  inln  uiEhum — tho  grains  covoiod  by  th<  196)  food  iraln  pnirain. 

SMica:  "Firm  Incoma— SUtt  Eitlmilu,  I94S-6i,"  a  supplantnt  to  tlii  July  1969  Firm  Incom*  Sit 
1369,  Econamie  RuMrdi  Strvica,  USOA. 


DIRECT  GOVERNMENT  PAYMENTS  UNDER  FARM  PROGRAMS,  1960-69 
[In  mlllkmi  af  doUir^ 
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Totil 

431 

693 

10.1(7 

4.490 

3,429 

Totit 
undir 

Taw 

Gowrnmont 
pninini 

•sii 

Thp  promoters  ot  direct  payments  on  cotton  argued  that  payments  wonU 
betifllt  L-onsumerii  hy  redui-inR  the  retnll  prices  Of  cotton  goods.  The  promised 
savings  to  consumers  did  not  mnterlaiize.  Instead  of  lowering  prices  to  con- 
sumcrii  pujmentB  resulted  In  higbec  mill  margins. 
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The  Kverage  mill  margin  on  20  constmctlons  roae  from  24.91  cents  per  ponndi 
In  t&e  crop  year  1902-63,  the  last  fall  rear  before  payments,  to  38.82  cents  la 
the  crop  year  1966-67,  tbe  last  toll  year  for  wblch  comparable  data  are  available. 

Current  Information  on  cotton  margins  is  not  entirely  comparable  witb  tbe 
above  data  as  USDA  has  increased  the  number  of  constructions  used  in  com- 
pntlas  margin  statistics;  however,  recent  data  Indicate  that  mill  margins  have- 
contlniied  to  widen  except  In  the  1967  marketiug  year. 

CLOTH  AKD  RAW  COTTON  PKICES  AND  MILL  KARGINS 


Vni 

btdniirnlAuiuit 

A..r.|.lor2a<»nMnKtlM. 

.rr. 

RMcattDn 
prlMS 

MHnMillin. 

lis 
Is 

•tnicthni 

25,56 

is 
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iti  to  tha  mills  twitn  «n  Apr.  11, 1964;  howtvii,  Ul*  USAD  madt  no  iiljuitininli  lor  tiMN  payminli  p<iort» 
Soam:  "Cotton  SHiuHoii,"  Januliy  I96t  and  Iinuaiy  1970,  Econoffllc  Rtsurdi  Sinrica,  USDA. 

The  promotera  of  the  Act  of  1965  also  claimed  that  It  would  increaee  cotton 
consumption.  But  domestic  mill  consumption  has  declined  every  year  Blnce  190S. 

In  the  1966  marketing  year  domestic  mills  used  9.63  million  bales  of  cotton. 
In  the  190S  marketing  year  they  used  only  8.12  millioii  bales.  Exports  have 
flnctnated,  bnt  were  lower  In  the  1968  marketing  year  than  In  1965.  Total 
disappearance  dropped  from  12.29  million  bales  In  1965  to  10.84  million  bales 
In  1968.  If  the  cotton  Industry  Is  to  survive,  some  way  mast  be  fonnd  to  atap' 
this  erosion  of  its  markets. 

UPLAND  COTTON  DISTRIBUTION,  l»G5-$« 


Mirtitfi>ErMrb<«ir>nln|A(ii.l 

_,!!! 

HOIIIMit] 

Tottt 

IKS 

ill 

i«i 
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Government  payments  are  an  unreliable  basis  for  the  income  that  Is  necessary 
for  a  healthy  agriculture  because  they  can  be  cut  or  llmit^il  at  any  time. 

Cotton  payments  made  direct  to  fanners  from  the  federal  Treasury  totaled 
S932  million  in  1967.  This  is  more  than  the  total  value  of  all  upland  cotton  pro- 
duced In  1967  figured  at  the  loan  rate  for  cotton.  It  should  be  obvions  that  pay- 
ments of  this  magnitude  cannot  possibly  continue ;  and  every  effort  must  be  made 
to  find  a  different  approach  to  the  cotton  problem. 

The  payment  approach  reflects  a  cheap  food  philosophy.  These  payments  are 
not  net  additions  to  farm  income.  Basically  tliey  are  compensation  for  govern- 
ment actions — such  as  the  sale  of  GCC  stocks  and  Secretary  Freeman's  decision 
to  increase  grain  production  In  1967— which  reduce  farm  prices.  The  termination 
of  such  actions  would  make  possible  higher  market  prices. 

In  the  case  of  wheat  and  teed  grains  the  increase  in  prices  necessary  to  offset 
the  payments  la  not  nearly  as  great  as  has  been  commonly  assumed.  The  payment 
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rotes  aT«  Hiibstantiul — imrlicularly  in  the  case  of  wliptit — but  tbej  do  not  andj 
tu  tlie  entire  crop. 

Wheat  certiBfate  paymenfa  Hveraged  only  SO  cents  per  buHbrl  when  aprad 
orer  the  entire  1966  wheat  trop.  Cooperfltors  received  the  payment  of  $L32 
per  busbel  on  iH  percent  of  the  projected  yield  of  their  allotted  ttcrmge.  HUB 
would  be  ail  average  iiaymeni  of  58  cents  vei  buwhel  on  the  projected  yleid  of 
<iHi|X'ratliig  funiiii,  hut  nonparticipiition  and  different'eH  between  actual  and  pro- 
jected yield  bring  the  average  figure  down  to  uO  i-eiitn  i>er  biixbeL  The  average 
liiiyuient  i>er  bushel  harvested  was  even  lower  for  tbe  1967  crop  as  certiflcftte 
piiynientD  were  made  im  only  :(r>  |)ercent  of  tbe  projected  yield  of  tbe  cooperator'B 
allotted  acreage. 

Tbe  average  farm  price  of  wheat  fell  37  cents  per  iiushel  from  July  1966  to 
July  1!)67.  ThiH  was  due.  nt  Iciist  in  part,  to  Secretary  Freeman's  decUdon  to 
el  II 'ou  rage  Inereafed  prnduetion  in  ltHt7. 

Compensatory  payments  have  been  a  much  smaller  factor  tn  tbe  orerage  per- 
liushel  retunis  fur  tM-(\  grains.  Tbey  ad<led  only  11  <-ents  per  bushel  to  avenge 
l!Mtt(  returns  from  corn.  This  low  figure  reflects  substantial  nonparticlpaUon  and 
the  fact  tliat  payments  iire  not  made  on  participants'  total  production.  In  several 
recent  years  C'CH'  sales  have  depressed  com  prices  more  than  11  cents  per  bn^ieL 

It  Is,  therefore,  elear  that  the  present  programs  are  reducing  mnrket  prices 
for  wheat  and  feed  grains  and  the  the  direct  payments  are  not  a  net  addition  to 
fann  income. 

1  PRODUCB), 


•upport 
ptvinnili 
(million 
dolltri) 
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Soum:  When  SitaaHon.  May  1)67,  and  FMd  SiUialhM,  Fabniary  1W9,  Economic  Rncarck  Stntea,  USM 

(5)  Oovcmment  Kupply-management  programt  create  prcMvrea  for  infematlonel 
oommodltff  agrecmentt 

Commodity  agreements  are  the  International  counteipart  of  domestic  gorern- 
ment  supply -management — a  means  of  getting  interaational  sanction  for  domestic 
procrama  which  Interfere  with  international  trade  by  subsidizing  exports  In  some 
cases  and  restricting  importi  in  others.  It  Is,  therefore,  to  be  expected  that  sncli 
iiureements  will  be  proposed  from  time  to  time  as  long  as  we  bare  domestic 
government  supply-management  programs. 

International  commodity  agreements  set  agricultural  trade  aside  from  trade  in 
industrial  products  and  reduce  our  bargaining  power  In  negotlatlotiB  with 
Indnstrtal  countries. 

Agreements  which  Hx  prices  or  divide  tbe  world  market  on  the  basis  of  pait 
history  limit  our  ability  to  expand  exports. 

Tlie  International  Wheat  Trade  Convention  Illustrates  this  point.  This  Con- 
vention did  not  liberalize  world  trade  In  wheat :  In  fact,  it  tended  to  legiUmlK 
trade  restrictions  and  to  restrict  export  opportunities  for  I'nlted  States  wbett 
farmers.  Fortunately  for  wheat  farmers,  the  inverse  subsidies  imposed  In  ■ 
vain  effort  to  make  tills  Convention  worit  have  now  l>een  snspended,  at  leut 
temporarily. 

Prior  to  the  ratification  of  the  Wheat  Trade  Convention,   Farm  BnrMO 
testified  before  the  Senate  Foreign  Relations  Committee  that  it  would; 
(it)  Require  tlie  imposition  of  tin  exiKirt  ta\  on  V.S.  wheat. 
(6)  ReduceU.S.  wheat  exports. 

(c)  Decrease — not  tncrensi' — the  priiT  I'.S.  farmers  receive  for  whtat 

(d)  Cause  the  V.B.  to  losi-  its  com |)eii five  position  in  the  world  mar^  1» 
relation  to  other  world  when  t  exporters. 
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All  0(  these  predietiona  have  been  proved  accurate.  This  provides  additional 
evidence  that  interQutioaal  commudlty  agreenienta  cannot  solve  iaternatlonal 
trade  probleme. 

It  should  be  noted  tliat  the  Internatioual  Wheat  Trade  Convention  Is  part 
«f  a  so-called  InterDatioual  Grains  Arrangement.  Although  this  Arrangement  is 
now  confined  to  wheat,  it  orijclnallj-  was  intended  to  apply  to  all  grains.  The 
tben  U.S.  Under  Secretary  of  Agriculture,  John  Sclinittker.  made  thL^  clear 
daring  the  negotiations  when  he  said  :  'The  United  States  is  actively  striving  to 
achieve  a  meaningful  and  effective  international  arrangement  for  grains,  Includ- 
ing wheat."  Commodity  agreements  have  also  been  discussed  for  dairy  products, 
meat,  rice,  soytM-ans,  fats  and  oils,  and  cotton. 

The  best  way  to  avoid  international  arrangements  which  would  limit  our 
ability  to  expand  exports  is  to  discontinue  government  supply-management 
programs  here  at  home.  Our  goal  is  to  increase  exports  of  agricultural  com- 
modities to  $10  billion  per  year.  This  is  a  good  way  both  to  increase  farm  Income 
and  to  improve  our  nationnl  balance  of  payments. 

The  Chairman.  Well,  as  I  understand  the  proposal,  the  overall 
proposal,  we  would  do  away  witli  any  kind  of  acreage  controls. 

Mr.  Shuman.  Yes.  They  would  be  phased  out  over  a  period  of  5 
years.  For  tliese  thi-ee  groups  of  coniiiiodities,  feed  grains,  wlieat,  and 
cotton. 

The  Chairman.  And  the  program,  as  I  understand  it,  wouldpermit 
10  million  acres  per  year  to  be  set  aside  and  on  which  the  Gfovem- 
nient  woud  pay  so  much  per  acre  to  retire. 

Mr.  Shuman.  Yes,  sir. 

The  Chairsian.  And  this  is  to  be  done  on  a  bid  basis. 

Mr.  Shuman,  Yes,  sir. 

The  Chairman,  Now,  how  would  thatoperate? 

Mr.  Shumax.  We  have  had  previous  programs  where  this  has  been 
used  and  our  i>roi>osal  is  not  ditt'erent  from  the  previous  programs. 
Actually,  the  vray  it  would  operate  would  be  that  the  farmer  wcMild 
submit  an  offer  and,  if  there  were  more  acres  offered  than  was  required, 
the  higher  ones  would  not  be  accepted.  On  the  other  hand,  if  the  bid 
accepted  did  not  bring  in  ns  much  acreage  as  was  needed,  tlie  ones 
that  Did  higher  might  be  allowed  to  reduce  their  bid. 

The  Chairman.  Now,  is  this  on  a  voluntary  basis? 

Mr,  Shuman.  Yes,  sir.  And  based  on  productivity.  The  deter- 
mination of  the  low  bid  would  'be  on  relative  productivity. 

Tlie  Chairman,  There  would  be  no  compulsion  whatever  ? 

Mr.  Shuman.  No. 

The  Chairman.  So  if  the  farmers  refused  to  retire  acreage  they 
could  goon  and  plant  all  the  acreage  now  in  cultivation  ? 

Mr.  Shuman,  Yes.  With  the  Secretary's  authority  to  phase  it  out 
at  20  pcreent  a  year.  There  would  still  be  restrictions  for  the  first  few 
years. 

Senator  Holland.  First  5  years? 

Mr.  Shuman.  First  5  years,  yes. 

The  Chairman.  I  see.  Rut  the  point  is,  though,  that  the  program 
that  you  suggest  envisions  the  retirement  for  Uie  next  5  years  of  as 
many  as  10  million  acres  per  year. 

Mr.  Shdman.  Yes. 

The  Chairman,  .\nd  if  the  farmer  offers  to  retire  at,  let  us  say,  $10 
an  acre  and  others  would  oifer  to  retire,  say,  at  $12  or  $15,  the  $10 
acre 

Mr.  Shuman.  If  the  productivity  was  the  same. 
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The  Chaihhan  (continuing).  Yes.  Wonld  the  bid  of  each  farmer 
be  considered  separately  f 

Mr,  SiiUMAN.  Yes. 

The  Chaibm.\x.  Now,  in  the  transition  period  of  the  first — of  the  6- 
years,  the  loan  r:ite  would  be  85  percent,  as  you  indicate. 

Mr.  Shuman.  Not  to  exceed  85  percent  of  the  3  previous  fears 
market  average  price. 

The  CuAiRMAx.  Have  you  estimated  what  that  would  come  tot  Let 
us  say  on  the  last  3  years,  assuming  that  your  suggestion  was  law. 

Mr.  SuTTMAN,  Now,  this  price  support  would  go  into  effect  imme- 
diately, 1971. 

The  Chaibuan.  Yes. 

Mr.  Shuman.  And  it  is  on  page  9. 

The  Chaibuan.  Had  this  law  been  enacted  last  year  instead  of  the- 
extension  that  we  proposed — I  have  had  our  staff  here  estimate  what 
the  loan  would  be  and  what — how  muck  of  parity  each  loan  woald  be,, 
and  I  am  going  to  place  this  in  the  record  and  with  your  right  to- 
change  it  if  it  happens  to  be  in  error  because  it  was — for  instance  now, 
assuming  as  I  just  stated  that  the  law— that  if  the  proposal  that  you 
are  submitting  were  enacted  into  law  or  had  been  into  law  last  year, 
let  us  take  wheat.  The  price  wns  $1.63  in  1966-67,  $1.39  in  1967-68, 
1968-69,  $1.24,  and  tlie  average  for  those  3  years  would  be  $1.42  a 
bushel. 

Now,  85  per  cent  of  that  would  be  $1.21  a  bushel. 

Mr,  Shuman,  Yes. 

The  Chairman,  I  think  you  have  got  that  in  your 

Mr.  Shuman.  Yes. 

The  Chairman,  And  the  loan  as  I  understand  it,  I  understand 
tiiat  is  a  loan. 

Mr.  Shuman.  Indicated  maximum  loan,  right. 

The  Chairman.  So  that  in  the  case  of  wheat  at  $1.21  per  bushel,  tlie 
parity  for  that  would  be  43  percent. 

Now,  you  do  not  believe  in  the  parity  concept. 

Mr.  Shuman.  We  believe  that  parity  is  a  good  measure  to  indge- 
how  we  are  doing  as  compared  to  some  previous  time.  It  is  an  mmn 
figure.  We  do  not  believe  that  prices  should  be  fixed  at  parity  because 
quite  obviously  some  would  be  too  low  and  some  would  be  too  high 
under  present  conditions,  but  it  is  a  good  measure  and  we  believe  in 
parity  m  the  way  in  which  it  was  designed  originally  to  be  used,  not 
as  a  method  of  fixing  price. 

The  Chairman,  I  see.  Now,  as  to  com,  the  average  for  the  last  3 
years  was  $1.12  a  bushel  and  85  percent  of  that  would  be  95  cents  per 
bushel. 

Mr.  Shuman.  Right. 

The  Chairman.  Which  would  be  54  percent  of  parity. 

Mr.  Shuman.  Yes. 

The  Chairman.  And  in  the  case  of  cotton  the  average  for  the  last 
3  veal's,  tliat  is,  19C7,  1968  and  1969,  assuming  that  the  law  were  in 
effect  as  I  suggested  now,  would  be  19.28  cents  per  pound  and — excuse 
me.  That  the  3-year  average  would  bo  22.68  cents  per  pound  and  85 
percent  of  that  would  be  19,28  cents,  or  40  percent  of  parity. 

Now,  tlie  parity  prices  of  December  1969  for  wheat  were  $2,79  per 
bushel  and  under  your  formula  the  most  that  the  Qovermuent  could 
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loan  on  this  parit;  of  $2.79  would  be  $1.S1  per  bushel.  That  is  correct, 
is  it  not! 

Mr.  Shtkan.  Yes. 

The  Chairican.  And  in  respect  of  com,  the  parity  price  as  of  1969 
was  $1.74  a  bushel  and  54  percait  of  that,  of  course,  as  I  just  indicated, 
'Would  be  a  loan  of  95  cents. 

Mr.  Shdman.  Yes,  sir. 

The  Chaibman.  And  cotton,  the  average  price  for  the  last  3  years, 
that  is,  1967, 1968,  and  1969,  was  22.68  cents  per  pound,  85  percent  of 
that  would  be  19.28  cents  per  pound,  or  40  percent  of  parity,  and  the 
parity  price  for  cotton  dunng  December  1969  is  48.31  cents  per  pound. 

Now,  do  yon  think  this  program  could  work  with  such  low  loan 
values  without  any  other  payments  except,  I  presume,  the  sums  that 
the  fanner  would  eet  from  his  retired  acres ! 

Mr.  Shuman.  Mr.  Chairman,  for  about  37  years  we  have  been  trying 
to  get  improved  prices  via  the  present  program  of  price  supports  that 
were  related  to  parity,  and  we  have  failed  miserably.  We  have  not  reallv 
made  any  progress  toward  the  goal  of  better  prices.  But  this  approach 
is  a  change  in  direction.  This  approach  is  based  on  the  theory  and  the 
confidence,  the  conviction  that  we  have  that  price  supports  should  be 
lower,  should  be  below  the  market  price,  that  they  should  be  Uiere  as  a 
shock  absorber  or  something  that  goes  into  operation  only  when  you 
have  a  disastrous  situation.  So,  we  are  confident  that  this  program  will 
result  in  higher  prices  than  the  previous  program. 

The  Chairman.  Well,  I  am  assuming  that  your  program  would  be  in 
«ffect  last  year  in  lieu  of  the  extension  and  the  results  that  I  have  just 
given  you,  that  is  about  the  average  price  and  85  percent  of  the  price 
and  then  the  parity,  that  would  have  been  the  case  and  that  would  be 
the  case  now  if  this  law— if  your  proposals  were  enacted,  and  I  am  just 
wondering  whether  or  not  a  farmer  could  exist  without  other  pay- 
ments than  the  10  million  acres  per  year  that  you  are  saying  should  be 
set  aside  and  that  he  was  going  to  obtain  for  that  from  the  wvemment 
certain  amount  for  each  acre  based  on  a  bid  basis,  the  cheapest  that 
would  be  offered. 

Mr.  Shdman.  Well  Mr.  Chairman,  the  reason  that  I  say  so  posi- 
tively that  prices  would  increase  and  that  the  farmer  would  be  better 
off,  tnat  the  returns  would  be  higher  than  the  present  price  received 
plus  the  payments  is  because  under  the  past  prtM^am  price  support  has 
tended  to  become  the  ceiling  price  because  the  O>mmoditv  Credit  Cor- 
poration has  been  dumping  huge  quantities  of  the  products  into  the 
market  and  the  rationale  that  the  U.S.  Department  of  Agriculture  has 
used  over  a  period  of  years  has  been  that,  well,  we  have  this  embarras- 
singly liigh  surplus.  We  have  got  to  get  rid  of  it  and  the  farmer  will 
not  be  hurt  because  he  gets  paid. 

Xow,  to  make  sure  that  our  program  results  in  higher  prices,  we  have 
this  proviso  in  here,  this  provision  which  would  prevent  the  sale  back 
on  to  the  market  of  any  of  the  Comodity  Credit  Corporation  supplies 
unless  the  price  on  the  market  was  150  percent  of  the  loan  level. 

The  Chairman.  So  that  under  your  own  program  there  would 
still  be  quite  an  amount  in  the  hands  of  the  Commc«ity  Credit  should 
loans  be  taken  advantage  of  under  your  proposal. 

Mr.  SHULiiAN.  Yes.  The  reason  why  we  have  it  at  85  percent  is  to 
prevent  the  movement  into  the  Commodity  Credit. 
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The  CiiAimiAN.  I  uiidei-stuiul  that,  but  if  the  fanners  took  advan- 
tage of  tlie  \}it>iHHia]s  in  your  bill,  it  would  still  be  possible  to  accumu- 
late quite  a  lot  of  wheat  and  com  and  cotton  and  other  feed  gisins. 

Mr.  SiHMAx,  In  case  of  a  drastic  drop  in  price,  yes;  but  nor- 
mally  

Tlie  (,'iiAiKsr.\N.  Well,  I  am  talking  about  present  conditions  now. 
We  are  not  living  30  yeai-s  ago.  AVe  are  talking  about  today. 

Mr.  Shimax,  "Well,  they  wouldnot 

The  CiiAiRMA.v.  If  the  Congress  should  adopt  your  proposal  today^ 
the  figures  that  I  have  indicated  here  as  to  what  he  couldborrow  are 
vei-y  small  and  even  at  that  small  amount  there  is  no  doubt  but  that  the 
farineni  would  Ije  forced  to  take  loans  because  of  their  inability  to 
sell  their  ci-o[),  and  then  under  the  provisions  of  your  bill — of  your 
suggestion,  as  I  understand  it,  the  Government  could  not  sell  that 
whatever  it  loans  on  unless  the  price  would  be  150  percent  of  parity. 

Mr.  SiiUMAw  Of  tlieir  loan  level. 

Tlie  ('iiAiKsrAN.  Wliich  is  it  {  Tjoan  level.  One  hundred  and  fifty  per- 
centofloiun  level  pi  us  all  charges. 

Mr.  SurMAN.  Yes.  Well,  Mr.  Chairman,  might  I  state  here  that 
if  you  use  those  figures — ^j-ou,  as  I  gather,  were  correct — of  the  max- 
imum loan  rate  there  is  no  incentive  under  present  prices  for  farmers 
to  use  the  loan.  The  market  price  of  com  is  considerably  above  their 
loan  price  ii(  Hie  present  tune.  Soybeans  is  ronsiderabl^  above  it 
Wheat  is  soniewiiat  al>ove  if.  Cotton  is  somewhat  above  it.  So  there 
would  not  be  any  "go"  in  the  loan  if  the  market  was  as  it  is  now. 

The  CiiAiRsiAx.  T  understand  that,  but  what  assurance  have  we  that 
the  market  will  do  that? 

Mr.  Siix'M.vN.  There  is  no  as,surance  except  that  with  the  preven- 
tion of  the  sale  back,  there  is  considerable  confidence  tlint  it  wilt  go  up. 
Wlien  thei-e  is  no  longer  the  ability  of  the  Commodity  Credit  to  dump 
wheat  into  the  feed  grain  market  or  com  or  sorghum  Into  the  feed 
grain  market — where  they  are  not  allowetl  to  do  this,  the  price  will  go 
up.  of  course. 

The  CiiATRsiAN.  Hut  tlie  point  T  am  trying  to  also  make  is  that  under 
your  pm|M>sal  it  is  all  voluntary  and  with  no  incentives,  none  what- 
ever, and  T  am  just  wondering  liow  you  can  expect  the  fanners  to  afrref 
to  i^et  aside  the  arres  that  ynu  contemplate.  That  is  the  first  thing  that 
would  I)of  her  me  considerably. 

Mr.  Sin'MAN.  Well.Mr.  Chairman,  you  are  coiTect.  that  there  are  no 
inifutives,  but  the  important  thing  i^  that  this  program  removes  the 
incentives  for  excess  pn)ductioii  that  is  built  into  the  present 
legislation. 

The  Cti  AiHMAx.  Well 

Mr.  SnrMAx.  And  tb.it  is  one  of  the  reasons  we  are  in  Trouble,  l»- 
cause  of  these  tremendous  incentives  that  are  there.  In  fact,  the  pro- 
gram i-efiuires  if  you  are  going  to  f^t  the  payments  that  you  plant  » 
certain  part,  of  your  acreage,  with  liberal  payments,  all  of  them  keyfd 
to  prodnction,  and  it  is  an  incentive  nrogrnm.  and  of  course,  that  is 
Jilso  the  rationale  for  the('<immodity  Ci-edit  (Vrpor.it  ion  whenever  the 
price  exceeds  the  loan  level  a  little  bit,  to  dispose  of  supplies.  It  wss 
really  designed  to  hold  ])rices  down  in  the  first  place,  and  it  has  been 
operated  that  way. 
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The  Chairmax.  Well,  I  doubt  it,  but  I  am  ti-ying  to  have  you  tell 
lis  what  would  happen  if  your — instead  of  extending  the  act  as  we  did 
last  year  for  a  year,  that  is,  for  this  year,  if  your  proposal  had  been 
put  in. 

Mr.  Shtjman,  I  ajn  confident,  Mr.  Chairman,  that  every  price  in 
this  list  wiU  go  up  in  the  first  year. 

The  Chairman.  Go  up. 

Mr.  Shtjman  .Yes,  sir. 

The  Chairman.  What  makes  you  say  that  ? 

Mr.  Shuman.  Because  the  pressure  for  increased  production  and  for 
maintaining  a  high  output  in  these  is  reduced  because  of  the  lack  of 
certainty  as  to  what  that  price  is  going  to  be,  plus  payments. 

The  Chairman.  Well,  do  you  think  the  farmer  would  keep  on  pro- 
ducing as  much  as  lie  is  producing  now  per  acre  i  For  instance,  when 
I  first  came  here  it  required  about  40  million  acres  of  cotton  to  grow 
what  a  farmer  can  now  produce  on  Ifi  million  acres.  Now,  except  for 
the  incentive  that  was  provided  for  by  the  Government,  the  chances 
are  that  we  would  still  need  40  million  acres  of  cotton  to  produce  the 
required  amount  now. 

Mr.  Shuman.  I  think  in  the  case  of  cotton,  that  since  tJiere  is  need 
and  opportunity  for  some  expansion  of  production,  that  tlie  cotton- 
growers  themselves  would  begin  to  decitfe  what  kinds  of  cotton  and 
where  to  plant  cotton.  You  might  have  some  increase  in  cotton  produc- 
tion, but  I  think  you  also  would  have  an  increase  of  price  in  cotton  of 
the  desired  kinds.  I  think  in  the  case  of  feed  grain  and  wheat  that 
there  will  be  a  tendency  to  reduce  the  acres  and  some  tendency  to  re- 
duce the 

The  Chairman.  What  would  cause  them  to  want  to  reduce  it  if  they 
had  to  put  the  acreage  on  a  bid  basis  and  get  the  least  amount  possible 
per  acre  ?  That  is  what  you  are  saving. 

Mr.  Shdman.  Well,  some  will — mey  will  not  put  it  into  the  crop- 
land retirement  unless  they  figure  that  is  a  better  return  than  they  can 
get  by  putting  it  in  production.  So  some  will  go  there  and  quite  a  bit 
will  go  out  of  production  that  way.  Furthermore,  there  are  many  pro- 
ducers who  are  producing  wheat,  for  instance,  in  parts  of  the  coimtry 
which  are  not  particularly  adapted  to  producing  the  higli  quality 
wheat  who  will  have  an  alternative  and  a  choice  and  they  will  not  have 
to  worry  about  continuing  to  preserve  their  acreage  by  planting.  There 
will  be  a  normal  shifting  of  production. 

Some  of  the  pressure  for  increased  yield  will  be  off  because  when 
you  are  not  sure  what  the  price  is  going  to  be,  you  are  not  going  to  be 
mclined  to  put  as  much  money  in  nitrogen  and  other  fertilizer  materials 
as  you  might  otherwise.  The  risk  is  somewhat  greater. 

The  Chairman.  Well,  I  will  divert  from  those  questions.  I  presume 
others  will  ask  you  question  on  the 

Senator  Jordan.  May  I  ask  a  question  at  this  point  ? 

The  CH.viRM-iN.  Yes. 

Senator  Jordan.  The  10  million  acres  you  talk  about  retiring  every 
year,  is  that  in  addition  to  the  present  retirement  ? 

Mr.  Shtjman.  No. 

Senator  Jordan.  They  would  come  back  to  no  retirement  as  a  base 
and  then  take  10  and  in  5  years  you  would  have  50  million  ? 

Mr.  Shuman.  That  is  right. 
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T^e  Chaibman.  In  other  words,  to  start,  thougli,  -with  your  preaeot 
acreage  which  is  far  in  excess  of  our  needs  to  produce  ma  crops  tbat 
we  are  now  growing. 

Senator  Jordan-.  Well,  do  we  not  have  50  million  acres  out  of  prodoo- 
tion  now  ? 

The  Chaibman.  Approximately  that. 

Senator  Jordan.  So  we  would  wind  np  in  6  years  witJIx  what  we  have 
■got  out  of  production  now. 

The  Chaibman.  No.  All  of  that  program  would  go  out  of— wodld 
stop. 

Mr.  Shtjman.  Twenty  percent  p^  year. 

The  Chairman.  Except  that 

Senator  Jordan.  You  come  back  to  nothing. 

TheCHAiRUAN.  Exactly,  and  then  start  10  million  acres. 

Senator  Miller.  No.  Tnat  is  not  it,  Mr.  Churman.  My  understand- 
ing is  that  the  way  they  have  got  this  scaled,  let  us  say  we  have  80 
million  acres  out  now  under  present  programs.  Next  year,  if  this  went 
into  effect,  we  would  have  40  million  acres  out  under  present  programs 
because  they  are  authorized  to  make  payments  to  the  extent  of  80  per- 
cent of  wh^  they  are  doing  now.  And  the  other  10  million  would  fltait 
to  phase  in. 

Senator  Curtis.  It  is  a  two-way  escalator!  As  one  goes  up  the  other 
comes  down. 

Mr.  Shukan.  Right. 

Senator  Curtis.  So,  your  total  amount  of  acres  would  be  the  same. 

Senator  Miller,  That  is  right,  except  you  could  have  more  produo- 
t  i  ve  acres  retired  imder  that  10  mill  ion. 

Senator  Jordan.  Phased  from  the  top  down. 

The  Chairman.  Is  that  your  understanding  of  the  bill  you  intro- 
duced! 

Senator  Miller.  Yes,  sir ;  tJiat  is  it 

The  Chaibman.  That  there  would  be  as  many  as  50  million 

Senator  Miller.  Continued. 

The  Chairman.  To  continue  but  on  a  different  basns  as  to 

Senator  Miller.  That  is  right.  First  of  all,  next  year  it  would  be 
80  percent  under  the  present  program  and  20  percent  undu*  thrir 
program,  then  the  following  year  it  would  be  60  percent  and  thai  40, 
so  you  would  have  a  different  mix. 

The  Chairman.  What  I  am  worried  about,  of  course,  is  this  bidding 
business.  How  much  administrative  work  would  that  entailf 

Mr.  Shuuan.  Senator 

The  Chairman.  T^t  us  say  a  State  like  Iowa,  a  State  like  Indiana 
or  Ohio.  If  the  farmer  bid  on  his  acreage,  let  ns  say,  to  remove  10  per 
cent  of  it,  if  his  bid  were  $11.10  per  acre  and  tne  others  wotdd  ba 
different  prices,  how  would  that  work ! 

Mr.  SttuMAN.  Mr.  Chairman,  this  would  be  rather  simple  admia- 
istratively^  berause  at  the  present  time  these  production  indexes  we 
available  in  all  the  counties  so  this  is  a  very  sunple  thing  to  figure  U 
to  whether  or  not  this  bid  of  $11  gets  more  out  of  pro^ucticm  than 
somebody  else's  bid  of  $15. 

The  CHAmMAN.  But  suppose  you  have  a  third  who  make  it  an  $U 
■  and  the  others  would  just  be  above  $11 !  What  then  f 
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Mr.  Shckait.  It  will  not  matter  what  the  bid  per  acre  is.  It  is  which 
bid  gets  t^  most  production  out  per  dollar.  And  so  they  would  figure 

The  Chaibman.  Well,  would  it  be  possible  to  have  in  Iowa,  let  us 
Bav,  some  retired  at  $11  provided  they  nave  the  same  prodnctivity  and 
otiiers  at  12,  others  at  14,  others  at  25. 

Mr.  Shuman.  Yes.  Different  productivity. 

The  Ceaqukait .  No,  I  mean  the  same  productivity. 

Mr.  SHxiMAir.  No,  no. 

llie  Chaihuak.  So  ttiat  you  probably  would  have  to  go  to  each 
farmer  in  order  to  get  the  amount  that  he  would  be  willing  to  retire 
bis  acreage  for. 

Mr.  Shdman.  Yes.  Each  year  you  sign  up  now  so  that  it  would  be 
the  same  procedure. 

llie  Ceaisman.  I  see. 

Senator  Jobdan.  May  I  ask  another  question  ? 

The  Chaikuan.  It  is  known  in  advance  what  that  will  be  by  the 
Government  and  there  is  a  choice  there. 

Senator  Mtt.t.wb  Will  the  chairman  yield  at  that  point  ? 

The  Chaibuan.  But  in  your  case,  it  seems  that  it  is  left  to  each  indi- 
vidual  farmer  to  say  I  am  willing  to  retire  so  many  acres  at  so  much 
per  acre. 

Mr.  Shuman.  Yes. 

The  Chaikuan.  And  if  there  is  a  difference  between  farmers  A, 
fi,  C,  and  D  of  10  cents  an  acre,  that  would  be  treated  individually, 
would  it  not? 

Mr.  Shtthan'.  Yes,  but  it  is  essentially  the  same  as  the  present  pro- 
cedure. At  the  present  time  the  committee  submits  to  the  farmer  a 
proposition.  The  farmer  then  decides  to  accept  or  reject  it. 

The  Chairman.  That  is  for  his  own  area. 

Mr.  Shuuan.  Each  individual  farmer  has  a  separate  proposition. 
At  tiie  present  time  each  individual  farmer  has  a  separate  proposition. 

Senator  Holi^nd.  That  is  correct. 

Mr.  Shuman.  Oh,  yes.  He  has  to  decide,  and  it  is  changed  every  year. 

The  Chairman.  I  understand  that,  but  still  the  farmer  knows  in 
adviuice  what  it  is  going  to  be. 

Mr.  Shuman.  He  would  here.  The  only  thing  different  here  is  the 
farmer  would  submit  a  proposition,  the  committee  would  decide 
whether  to  accept  his  proposition  and  he  would  know  in  advance  of 
the  planting  season  whetlier  they  have  accepted  it  or  not. 

The  Chairman.  I  understand,  but  as  I  said,  there  is  more  uniformity 
of  price  payments  under  the  present  program  because  it  is  stated  in 
advance  what  the  payment  by  the  Government  would  be  whereas  yours 
is  speculative. 

Senator  Milleh.  Mr.  Chairman,  on  that  point,  it  would  be  feasible, 
I  understand,  to  have  a  figijre  for,  let  us  say,  corn  per  bushel  of  pro- 
ductivity, have  a  figure  which  would  be  quite  attractive  and  you  could 
have  a  lot  more  people  come  in  and  say  I  am  ready  to  go  wiUi  tiiat 
than  you  have  room  for,  and  then  that  would  be  on  first-come  first- 
aerved  basis.  You  could  handle  it  that  way,  too. 

The  Chairman,  Well,  what  is  the  average  payment,  let  us  say,  in 
your  State,  Senator  ?  I  do  not  have  it  available. 
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Spnntor  Mii.lkk.  I  would  have  to  rely  on  staff  for  that,  too. 

The  CiiAiKsrAx.  Maybe  I  should  have  had  it  prepared.  And  I  kno* 
llmt  in  some  cast-s  the'i-etirenieiit  varies  consideraoly  and  some  fum- 
(•IS  if  1  remember,  cet  aw  much  as  $50  to  ^0  an  acre. 

Senator  Si  illkk.  Thiit  is  rijiht .  some  get  a  lot  less. 

'I'lie  CiiAiKMAN.  I)o  vou  think  v<m  would  have  bids  thnt  high* 

Mr.  Sill  MAX.  L  d<nibt  very  muc^h  if  it  would  require  as  high  a  bid  to 
•ret  the  pi-TMluctivity  out.  Sow,  one  of  the  thin^  that  is  very  important 
hci*  to  note  is  that  wliile  we  are  chiinging  ai-res,  10  million,  20  mil- 
li(,i,_Hl  niiliion  in,  10  million  out,  and  it  stays  roughly  at  fiO  millitm, 
we  are  getting  ii  giviit  <le!il  more  produotivity  out  imder  this  system 
l»»-ause  under  the  |)i-esent  system  wliere  they  "take  so  many  acres  out 
of  corn,  so  mnny  out  of  wlieut,  w>  many  out  of  cotton,  in  the  present 
syslcni.  paiticularly  in  the  case  of  the  grain  croi>s,  and  to  some  extent 
with  <;otton,  they  are  able  to  overplant  that  acreage  and  then  they  deter- 
njino  the  part  to  destmy  and  they  <i1ro  can  detennine  which  acres  to 
ntii-e  and  thev  take  ]0"  acres  or'dO  acres  out  nf  tlie  farm.  They  can 
;il  ways  sclei-t  tfi«  (|imntity.  Out's  sayr  emphasis  on  whole  farms  and  pro- 
iliiclivity.  So.  they  aiv  gi>ing  to  get  more  productivity  out  of  this  50 
million  aci-es  than  we  do  under  the  present  program. 

Senator  JimoAx.  I  understand  you  are  talking  alwut  retiring  thu 
entire  farm  ^ 

Mr.  SmsTAN.  Thev  could  l>e.  It  is  not  required. 

Senator  Johoak.  Thev  would  not  necessarilj-  have  to. 

.Mr.Sm-MAN-.No. 

The  CiiAiRMAN'.  .\nd  then  as  I  understand,  if  a  person,  I  m«an  if 
a  fai'nier  retires,  let  us  ssiy,  ■*()  {»eivent  of  his  acres,  on  the  re^  of  tlie 
acres  he  can  plant  whatever  he  wants  to. 

Mr.  SniMAx,  Yes. 

The  CiiAiRMAx.  That  is  up  to  him  to  do  it. 

Mr.  SirrMAN.  Kxcept  in  this  Ti-year  jwriod  he  w<mld  still  have  re- 
.sf  rictions  on  the  ones  that  were  under  the  program. 

The  CiiAiRsiAx.  Well,  that  is  just  the  phasing  out. 

Mr,  SnrMA.v.  Yes,  Five  years,  20  percent  phasing  out.  So  there 
would  I>e  some  restrictions  for  5  years. 

The  Chairman',  Yes:  but  you  are  assuming,  though,  that  every  year 
there  would  Iw  at  least  a  10  million  acre  retirement. 

Mr,  SiETsrAN'.  Yes. 

The  CiiAiR-MAv,  And  if  that  occurs,  as  I  said,  (hen  it  is  left  to  the 
fanner  to  plant  whatever  lie  desireson  his  uiiretired  acres. 

Mr.  SinMAN.  Ycs;after  t  lie  r»-year  period. 

The  CiiAiRMAx,  Now,  what  will  hapi>en  in  the  meantime? 

Mr.  ."^nfMAN,  T  think  that  the  fii-st  year  of  this  program  the  prices 
will  coup.  I  think  they  will  s+ay  up. 

The  OiiAiRMAX.  What  makes  you  think  that?  Tliere  may  be  more 
acres  in  cultivation  l>ecanse  I  doubt  that  fannei^  would  be  willing  to 
retire  their  acres  for  nnich  les.s  than  what  Ihey  are  now  receiving. 

Mr.  SiEi'MAx.  Xo.  1.  in  the  dO  million  acres  that  are  out  in  the 
fiist  year  and  in  the  second  year  we  will  get  more  productivity  retired, 
.■'o  there  IS  less  pressure  on  ))n)diiction, 

Xo.  2.  the  incentive  to  produce  more  bushels  and  more  pounds  is 
i-educed  under  onr  program  fi-om  the  very  beginning  because  they  ire 
not  assured  of  a  certain  price  plus  a  certain  payment  on  that  produc- 
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The  CuAiBMAN.  That  ia  an  error. 

Mr.  Shuman.  That  is  aji  error. 

The  Chaibu&n.  Now,  are  there  any  other  commodities  in  any  States 
in  which  there  is  a.  difference  of  opinion  as  to  what  you  are  now 
proposing ! 

Mr.  Shuman.  Yes,  Mr.  Chairman. 

The  CuAiRUAN.  I  wonder  if  we  could  get  maybe  a  list  of  that.  I  do 
not  want  to  go  into  details. 

Mr.  Shuman.  Well,  let  me  say  this.  In  the  Farm  Bureau  we  do 
provide  that  after  our  national  policies  are  adopted,  and  that  is  by 
majority  vote,  and  naturally  there  are  always  those  on  almost  any 
issue  who  would  not  agree  with  the  majority,  but  after  a  majority 
vote  of  delegates  from  the  member  State  Farm  Bureaus  any  State 
Farm  Bureau  may  file  within  a  certain  period,  a  dissent.  I  do  not  think 
there  is  any  other  organization  in  American  agriculture  that  provides 
for  dissent.  I  think  all  the  rest  of  them  go  down  the  road  with  ma- 
jority action.  So  we  have  had  dissents  filed  on  the  cotton  provisitHis  of 
our  policy,  from  Arizona,  Louisiana,  and  North  Carolina  Farm  Bu- 
reaus. That  is  the  three  that  so  far — that  is  the  only  three  I  have  heard 
from.  I  do  not  know  of  any  others. 

On  wheat  we  have  a  dissent  filed  by  North  Dakota  Farm  Bureau 
board  of  directors  but  it  is  confined  to  the  speed  of  the  phaseout.  It  is 
not  a  blanket  dissent.  It  says  they  think  this  5  years  is  a  little  too 
fast  It  applies  to  wheat  certificates  and  saya  that  this  phase  out  of 
the  wheat  certificate  is  too  rapid. 

"We  always  have  dissent  from  several  States. 

Now,  one  other  that  we  have  is  from  Ohio,  where  they  dissent  on 
ACP  payments,  I  believe,  and  some  rather  minor  matter  on  bloc  voting 
under  thie  dairy  proposition. 

That  is  the  only  ones  that  I  believe  we  have  received. 

The  Chairman.  So  that  insofar  as  your  organization  is  concerned, 
as  far  as  you  know,  all  members  are  with  you  except  these  dissents 
that  have  been  made  by  Ohio,  Louisiana,  and  others. 

Mr.  Shuman.  Well,  Mr.  Chairman,  I  could  not  say  all  members  are 
but  these  are  the  only  States  that  have  felt  strongly  enough  to  file 
a  formal  dissent. 

The  Chairman.  I  see. 

Senator  Holland  ? 

Senator  Holland.  Mr.  Shuman,  I  want  to  question  you  briefly  about 
your  ideas  on  the  milk  program.  As  I  understand  it,  you  are  in  fevor 
of  the  extension  of  the  present  milk  program  with  certain  minor 
exceptions  and  I  note  that  while  you  do  not  approve  the  class  I  bases, 
that  you  are  willing  for  it  to  be  used  bv  those  areas  that  vote  to  use  it 
and  that  you  think  there  should  be  at  ^east  two  changes  in  the  Puget 
Sound  plan.  As  I  understand  it,  you  think  that  a  new  producer  should 
be  allowed  to  earn  a  base. 

Mr.  Shuman.  That  is  right. 

Senator  Hoi-lakd.  TTiat  is  not  permitted  under  the  present  woi^ing 
of  that  Puget  Sound  plan  ? 

Mr.  Shuman.  They  purchase  a  base.  I  believe  this  pro%Tso  is  not 
in  the  present  legislation. 

Senator  Holland.  In  other  words,  to  acquire  a  base  by  his  own  de- 
velopment rather  than  by  purchase. 
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Mr.  Shckah.  Hiat  is  rii^t 

Scsnator  Houc&nd.  And  you  also  lecommend  that  producers  con- 
tinue to  have  the  right  to  vote  as  individuals  in  any  referendum  on 
class  I  base  plans. 

Mr.  Shtjman.  Yes. 

Senator  Houand.  That  is  not  a  change  in  the  present  law. 

Mr.  Shdman.  No. 

Senator  Houand.  You  also  recommend  that  the  progrtun  should 
be  reworded  to  make  it  clear  that  all  producers  are  to  Siare  in  any 
growth  that  may  occur  in  class  I  sales. 

Mr.  Shtiman.  Yes. 

Senator  Holland.  Does  this  indicate  that  present  old  producers 
are  not  permitted  to  share  in  that  growth  ? 

Mr.  Shtjman.  Yes,  it  is  my  un^rstanding  that  that  is  the  situation. 

Senator  Holland.  Are  these  two  changes  that  you  suggest  embraced 
in  the  so-called  Farm  Bureau  bill 

Mr,  Shttman,  Yes,  sir. 

Senator  Holland.  Introduced  by  Senator  Dirksen  and  others! 

STATEMEHT  OF  MAHTIIT  L.  HcLADT,  LEOISIATIVE  lOBECTOB, 
AMEBICAM  FARM  BTJEEAU  FEDEBAHOIT 

Mr.  McLain.  No.  They  are  not  because  this  was  a  change,  you  see. 
Senator  Holland  at  our  last  convention.  Our  bill  was  introduced  ahead 
of  that.  But  we  put  it  in  our  statement  here  indicating  we  are  for  it  and 
we  will  help  cosponsor  legislation  with  the  milk  producers  to  do  this, 
we  hope. 

Senator  Holland.  But  subject  only  to  those  two  proposed  changes 
which  I  regard  fts  somewhat  minor,  you  are  for  the  extension  of  5i6 
milk  program  now  contained  in  the  1965  act  as  extended. 

Mr.  Shuman,  Yes,  sir. 

Senator  Holland.  AU  right.  Now,  on  the  wool  program,  I  notice 
that  you  also  are  for  the  extension  of  that  act  with  minor  change.  That 
is  with  reference  to  the  checkoff  prc^am  for  promotion.  You  are  not 
in  favor  of  that  feature. 

Mr.  Shuman.  No. 

Senator  Holland.  In  the  present  wool  program. 

Mr,  Shuman.  That  is  rignt. 

SenaJ>or  Holland.  But  with  that  exception  you  are  in  favor  of  the 
extension  of  that  part  of  the  present  law. 

Mr.  Shuman.  Yes,  sir. 

Senator  Holland.  Does  the  act  introduced  by  Senator  Dirksen, 
Senator  Miller  and  others  include  this  proposed  change  in  the  wool 
program? 

Mr.  Shuman.  No.  Again,  we  would  favor  amendments  which  would 
carry  this  out. 

Senator  Holland.  All  ri";ht.  Now,  with  reference  to  the  retirement 

n^m,  you  feel,  as  I  un<terstand,  that  the  bid  basis,  while  it  would 
esigned  to  retire  the  same  number  of  acres  as  now  retired  annually, 
would  retire  greater  production  ? 
Mr  Shuman.  Yes,  ive  believe  it  would. 
Senator  Holl^vno.  It  would  be  so  designed. 
Mr.  Shuman,  Yes,  sir. 
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Seimtoi'  tIui.i»\ND.  1  notice  you  liuvc  aiiotJicr  retii'einait  program  tlmt 
seems  to  be  applicable  only  to  small  producers.  I  find  it  mi  page  7  of 
youi"  statement.  Is  Miat  jH'ograin  ap|)licabl©  only  to  small  producers 
embraced  in  tlie  bill  introduced  by  Senator  Miller,  Senator  Dirksen, 
and  others^ 

Mr.  SiirsiAN.  Yes,  sir;  that  is  incorporated. 

Senator  Holland.  I  notice  that  under  tliat  bill  you  are  proposing  to 
reduce  producing  acreage  by  the  total  fann  ai-ea,  the  total  producing 
area,  of  small  growei-s  who  hud  an  average  gross  annual  sale  of  farm 
products  of  not  moi-e  than  $5,0()0  and  all  farm  income  not  more  than 
§2,000  per  year  for  husband  and  wife. 

Mr.  Shuman.  Yes. 

Senator  Holland.  Is  your  ideji  there  tbat  nonpi-oductive  farms  and 
the  noneconomical  fai-ms  should  be  retired  as  quickly  as  they  can?  Get 
the  people  trained  to  make  more  money  in  other 

Mr.  Shuman.  Actually,  Senator,  this  section  of  our  bill  is  not  de- 
signed to  be  a  production  adjustment  program.  It  is  not  really  that 
that  we  are  thinking  about.  We  are  thinking  about  these  operators, 
these  farmers  who  have  low  incomes  and  who  have  not  yet  developed 
skills  or  businesses  that  they  might  wish  to  develop,  ana  so  this  is  as 
attempt  to  facilitate  whatever  they  want  to  do.  If  they  wanted  to 
become  more  skilled  in  farming,  that  would  be  all  right,  too,  but  pri- 
marily this  is  designed  as  an  assistance  progr^  to  give  tJieee  folks 
the  opportunity  to  take  training,  technical  training  and  develop  odier 
skills  in  order  to  get  off  the  farm  jobs.  So,  it  will  reduce  production  to 
some  extent. 

Senator  Holland.  I  notice  there,  too,  special  financial  aids  avail- 
able under  your  proposal.  One  of  them  is  retraining  grants  of  not  to 
exceed  $1,000. 

Mr.  Shuman.  Yes. 

Senator  Holland.  The  other  is  adjustment  assistance  not  to  exceed 
$2,500  per  year  for  2  years. 

Mr.  Shuman.  Yes. 

Senator  Holland.  As  you  have  just  stated,  this  program  is  de- 
signed to  give  an  option  to  {>eople  in  the  unfortunate  situation  of  not 
being  able  to  produce  economically  as  farmers  to  turn  to  otJier  pursuits. 

Mr,  Shdman.  Or  to  step  «p  their  farm  production  if  they  decided 
to  do  that. 

Senator  Holland.  If  they  desire  to  train  for  better  farm  produc- 
tion to  give  them  that  opportunity  also. 

Mr.  Shuman.  That  is  right. 

Senator  Holland.  My  understanding  is  if  they  do  choose  to  leave 
the  farms  and  to  retire  their  acreage,  that  acreage  would  not  be  in- 
cluded in  the  5,000  acres  but  would  oe  added  thereto  whidi  would  be 
retired. 

The  CHAniM\N,  The  50  million. 

Senator  Hoij.and.  I  mean  50  million, 

Mr.  Shuman.  Fifty  million  total.  Yes,  sir.  That  would  be  in  addi- 
tion to. 

Senator  Holland,  It  would  be  in  addition  to  the  annual  retirement 
and  in  addition  to  the  total  retirement,  the  50  million. 

Mr.  Shuman.  Yes.  I  should  point  out,  too,  the  50  million,  the  10 
million  per  year,  is  a  minimum.  It  is  a  minimum. 
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Hie  Cbairican.  How  would  the  retirement  of  smaller  farms  differ, 
that  is,  the  payment  differ  from  a  farm  of  major  production? 

Mr.  McLain.  It  would  be  the  same. 

Mr.  Shuman.  Yes,  it  would  be  the  same. 

The  Chairman.  On  a  bid  basis. 

Mr,  Shttman,  Yes. 

The  Chairman,  For  how  long  a  period  ? 

Mr.  Shuman.  Well,  each  year  there  would  be — this  program  would 
be  submitted  each  year.  More  could  come  in  each  year,  you  see. 

The  Chairman,  Well,  if  one  does  sign  up,  how  long  will  that  be  for, 
6  years? 

Mr.  Shuman.  Five  to  ten,  we  say. 

Swiator  Holland.  Five  to  ten  retirement, 

Mr.  Shuman.  He  would  have  the  same  options  as  the  commercial 
farmer. 

Mr.  McLain.  Plus  these  others. 

The  Chaibman.  And  this  payment  of  $2,500  and  the  $1,000  men- 
tioned by  Senator  Holland,  how  would  that  be  raised*  Who  would 
furnish  that  and  under  what  conditions? 

Mr.  McLain.  This  would  be  appropriation  by  the  Congress  of  the 
United  States. 

The  Chairman.  Repayable? 

Mr.  McLain.  The  adjustment  assistance  is  grants  and  are  not  re- 
payable. 

Senator  Holland.  That  is  special  help,  as  I  understand  it. 

The  Cii.MiiMAx.  Both  amounts? 

Sraiator  Holland.  It  is  really  three  amounts,  $1,000  for  retraining 
and  up  to  $2,500  each  year  for  2  years,  if  I  understand  it  correctly, 

Mr.  Shuman.  Yes. 

Senator  Holland.  And  that  is  your  view  of  a  way  to  either  allow  the 
uneconomical  farmer  to  better  train  himself  and  become  an  economic 
farmer  or  to  retire  this  land  and  go  into  some  other  work. 

Mr.  Shuman.  That  is  correct.  He  would  have  an  option.  The  small 
farmer,  the  low  income  farmer,  rather,  would  have  the  option  of  gouig 
ahead  and  participating  in  thiR  program  the  same  as  the  larger  in- 
come or  the  larger  operator  or  he  coidd  enter  into  agreements  tor  the 
surrendering  of  all  of  his  base  acreage  allotments  and  get  compensa- 
tion there,  and  he  could  apply  for  retraining  grants  or  adjustment 
assistance  so  he  has  more  options. 

The  Chairman.  Now,  you  said  base  acreage.  You  do  not  mean  the 
whole  farm? 

Mr.  Shctman.  He  could  retire  all  of  his 

Mr.  McI-i.4iN.  With  feed  grains  it  is  base  acreage  rather  than  allot- 
ments. 

Mr.  Shuman.  A  difference  in  terminology.  The  base  acreage  applies 
to  feed  grains  and  allotments  to  cotton. 

The  Chairman.  Well,  how  do  you  conteniijJate  having  tlie  whole 
farm  removed  if  you  i-elegate  it  only  to  base  acreage  ? 

Mr.  Shusiax.  Wei],  he  would  have  the  ojjtion  of  placing  his  whole 
farm  the  same  as  the  larger  oi)enitflr  if  lie  wished,  but  of  course,  lie 
could  do  both. 

Senator  IIoij,and.  Our  report  from  the  Secretary  of  Agriculture 
earlier,  8pi>earing  last  year,  was  to  the  effect  that  the  retirement  of 
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land  under  the  cropland  adjustment  program  was  cheaper  £han  had 
been  the  retirement  under  the  annual  BaBBS  under  the  1965  act.  Is  that 
your  understanding  ? 

Mr.  Shdman.  That  is  our  understanding  of  what  the  expetienoe 
was. 

Senator  Holland.  And  your  hope  is  that  the  metliod  of  retirement 
that  you  suggested  here  would  result  in  not  only  cheaper  retiremoit 
but  retirement  of  greater  productivity  than  would  be  the  case  under 
the  annual  retirement  now  in  effect. 

Mr.  Shuman.  Yes;  for  about  the  same  cost  we  think  we  can  get  a 
great  deal  more  retirement. 

Senator  Holland.  I  think  that  is  all,  Mr.  Chairman. 

The  Chaibmax .  Just  one  more  question.  I  meant  to  ask  it  a  while 
ago. 

As  I  understand,  you  are  not  covering  the  rice  programs  or  the 
tobacco  and  peanut  programs.  Now,  why  have  yoa  ezcladed  that  tarn 
your  proposal ! 

Mr.  Shuhan.  The  reason  is  that  while  rice,  peanuts,  and  tobacco  aie 
very  important  crops  to  the  producers  of  those  crops,  the  total  acream 
involved  either  in  a  retirement  or  any  kind  of  a  program  is  not  ruiUy 
significant  in  the  total  picture,  and  these  are — each  one  of  these  pro- 
— ams  has  become  a  separate  type  of  thing.  It  seemed  to  our  delegates 

lat  the  important  thing  was  to  move  where  the  greatest  need  was. 

The  Chairman.  Than>  you. 

Senator  Miller  i 

Senator  Miller.  Thank  you,  Mr.  Chairman. 

Mr.  Shuman,  yesterday  a  statement  was  made  before  the  committee 
that  the  Farm  Bureau  favored  doing  away  with  farm  programs  witJiin 
5  years.  That  is  not  true,  is  it  ? 

Mr.  Shuman.  No.  This  is  absolutely  not  true  becaose  this  program 
that  we  have  is  a  farm  program. 

Senator  Millar.  As  I  understand  it,  you  would  phase  out  certain 
programs  vrithin  5  years  but  there  would  be  other  programs  that  would 
contmue,  is  that  not  true! 

Mr.  Shuuan.  Yes;  our  program  continues  price  supports 
indefinitely. 

Senator  Miller.  That  is  my  understanding.  So  that  probably  the 
statement  was  based  more  upon  the  disagreement  with  the  Farm  Bu- 
reau's programs  rather  than  an  accurate  assessment  of  what  Farm 
Bureau  proposes  to  do.  It  that  not  so ! 

Mr.  Shuman.  That  is  true. 

Senator  Miller.  Now,  we  hear  a  lot  said  about  the  great  bargain 
that  consumers  are  getting,  that  10  years  ago,  20  cents  ofthe  consumer 
dollar  went  for  food,  today  it  is  161/^  cents.  However,  as  I  understand 
it,  the  cost  of  farm  programs  today  to  the  taxpayers,  who  are  of  course, 
tlie  consumers,  is  considerably  greater  than  it  was  10  years  ago. 

Mr,  Shuman.  Tliat  is  true. 

Senator  Miller.  You  would  not  by  any  chance  be  able  to  tell  «s  what 
the  true  cost  to  consumers  per  consumer  dollar  would  be  if  you  take 
into  acoimt  the  additional  taxes  they  are  paying,  would  you? 

Mr.  Shuman.  I  do  not  have  the  exact  figures  but  I  suspect  that  the 
831,2  billion  to  $4  billion  annual  cost  of  the  programs  to  the  taxpayer 
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probably  adds  in  the  neighborhood  of  10  percent.  Now,  I  am  just 
guessing.  I  lun  not  sure. 

Senator  Milus.  Would  you  care  to  research  that  out  and  provide  it 
for  the  record  t 

Mr,  SHtruAN.  We  will  supply  for  the  record  the  percentage  of  the 
total  cost  of  food. 

(The  information  is  as  follows:) 

When  I  indicated  that  farm  proerams  probably  sdd  about  10  percent  to  the 
real  cost  of  farm  products.  I  was  comparing  the  cost  of  these  pixwrams  with  the 
income  realised  b;  farmers  from  the  sale  of  their  products.  On  examining  the 
transcript;  however,  I  and  that  Senator  Miller  was  interests  In  the  relationship 
of  farm  profiram  coats  to  the  percentage  of  the  consumer's  disposable  Income  that 
Is  spent  tor  food.  This,  of  course,  excludes  the  cost  of  programs  for  nonfood  items 
suctk  as  tobacco,  wool  and  cotton. 

Tbe  information  requested  by  Senator  Miller  Is  not  readily  available,  and  a 
sizeable  research  project  would  be  required  to  calculate  a  precise  flgare.  On  the 
basis  of  some  very  rough  calculations  we  estimate  that  adding  the  cost  of  farm 
programs — other  than  programs  for  nonfood  commodities — to  the  consumer's 
food  bill  would  Increase  the  percentage  of  disi>08able  Income  that  Is  spent  for 
food  from  16.5  percent  to  17.4  percent. 

Senator  Miller.  I  have  had  the  feeling  that  maybe  the  consumer 
does  not  realize  it  but  that  by  tiie  time  you  take  into  account  his  taxes, 
that  maybe  he  is  not  a  lot  better  off  than  he  was  10  years  ago  and  he 
might  be  worse  off.  But  I  do  not  know,  and  I  would  like  to  get  some 
figures  on  that  if  you  could  provide  those. 

I  understand  that  one  of  tne  basic  reasons  why  you  favor  a  change 
in  direction  of  farm  programs  is  that  while  the  consumers  may  seem 
to  be  benefiting,  if  indcM  they  are  benefiting,  they  are  benefiting  at 
the  expense  of  the  farmers.  TTie  farmers  are  not  getting  fair  pnces 
for  what  tiey  produce  and  we  are  trying  to  change  directions  so  that 
farmers  can  get  fair  prices  for  what  they  produce.  Is  that  not  so? 

Mr.  SunuAN.  This  is  correct,  Senator.  The  obiective  of  our  pro- 

fram  is  to  get  better  prices  for  farmers  and  it  calls  for  a  change  in 
irection  because  under  the  existing  programs  it  has,  whether  it  was 
the  design  or  intent  of  the  administrators,  for  all  practical  purposes 
tliese  programs  have  been  used  to  hold  farm  prices  down.  They  nave 
resulted  in  stimulation  of  excess  production  which  has  gone  into  the 
Government  hands  and  the  Government  administrators  have  then  in 
turn  fed  these  quantities  of  supplies  iiaek  on  the  market  which  have 
depressed  markets.  They  have  done  it  with  the  excuse  tliat  it  was  not 
really  so  important  what  the  price  was  because  the  farmer  was  getting 
payments. 

So,  in  effect,  the  payments  have  been  actually  in  lieu  of  fair  prices 
and  when  you  add  the  payments  to  the  depr^sed  prices  we  are  not 
doing  very  well.  We  are  not  doing  as  well  as  we  did  20  years  ago. 

Senator  MnxER.  I  think  that  was  borne  out  yesterday  by  one  of 
the  witnesses  when  he  pointed  out,  I  think  it  was  Senator  McGovem, 
that  the  average  nonf  armer  is  in  the  country  which  would  seem  to  bear 
out  that  statement  of  yours. 

Mr.  Shcman.  Senator,  I  think  we  ought  to  also  point  out  at  this 
point  that  the  crops  that  have  been  under  these  programs  are  the 
places  where  we  have  got  the  most  distress,  the  f^atest  surplus,  lowest 
prices,  and  lowest  income.  Two-thirds  of  agriculture  that  has  not 
been  subject  to  these  programs  is  doing  fairly  well. 
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Senator  Miller.  Xow,  I  know  you  are  familiar  with  the  Iowa  State 
University  study,  comparative  fami  programs,  that  was  published,  I 
think,  in  "November  of  iy68,  it  may  have  been  updated  a  little  since 
then,  but  as  I  recall,  there  wsis  a  comparison  of  what  would  happen  if 
we  did  away  with  farm  pi-ogranis,  what  would  happen  if  we  had  a 
long-term  land  retirement  with  60  million  acres  in  it,  and  continuation 
of  the  present  progi'am,  to  see  how  national  farm  income  would  cmne 
out,  and  the  one  that  came  out  the  higliest  was  the  present  program  as 
far  as  national  net  farm  income  was  concerned, 

The  one  that  came  out  ])rettv  close  to  that  was  one  with  60  millioii 
acres  in  long-term  i-etiremt>nt.  Yhe  one  with  50  million  acres  was  aub- 
Ktaiitially  under  that  and  1  was  wondering  if  in  view  of  that  you  favor 
511  million  acix^s  as  a  target  rather  than  60  million  acres. 

Mr.  SiiUMAx.  Senator,  we  stress  that  this  50  million  is  a  minimam 
acreage.  If  it  did  not  get  the  results  that  wo  need,  it  could  be  increased 
and  we  would  favor  increasing  it  if  it  indicated  it  was  not  getting 
enough  adjustment  made. 

Now,  let  me  say  this  about  any  projection.  Any  piojection  as  to  what 
would  happen  under  any  program  is  no  better  than  the  basic  assump- 
tions and  it  is  impossible  to  get  basic  assumptions  that  would  give  a 
fair  picture  as  to  what  might  happen  under  this  program  because 
for  30  years  we  have  not  had  any  market — for  over  30  years  we  have 
not  had  the  market  in  operation  when  these  commodities  sold,  so  Iowa 
State's  or  anybody's  projections  are  subject  to  this  inaccuracy  or  this 
deficit.  It  is  not  an  inaccuracy.  It  is  a  deficiency. 

I  think  that  aO  million  will  do  it  but  if  it  didn't  we  have  got  the 
authority  to  go  even  higher. 

Senator  ilnxER.  And,  of  course,  if  the  better  productive  land  were 
retired,  the  nejirer  you  might  come  out  on  50  million. 

Mr.  Shuman.  That  is  right. 

Senator  Miller.  That  would  depend  upon,  I  suppose,  the  policy  of 
the  Secretary  in  the  bidding  arrangement  and  what  kind  of  production 
he  was  trying  to  get  retired. 

Mr.  Shdman.  Yes. 

Senator  Miller.  Now,  there  has  been  quite  a  lot  of  criticism  of  the 
concept  of  retirement  of  whole  farms.  In  my  own  State,  as  you  know, 
I  thiiik  better  than  half  of  our  fanners  are  tenant  farmers  and  there 
is  conccm  about  what  is  going  to  happen  to  them  if  whole  farms  are 
retired.  However,  the  bill  speciHcnlly  writes  into  the  authority  that 
there  shall  be  an  encouragement  of  the  inclusion  of  whole  farms 
in  agreements  where  this  will  not  unduly  limit  the  employment  oppor- 
tunities of  fann  tenants. 

Mr.  Sm  MAX,  Tliat  is  right. 

Senator  Muj^r.  And  I  assume  that  in  your  thinking  on  tliat  provi- 
sion, the  Swrctary  might  find  in  one  area  where  there  are  emjiloyment 
opportunities  that  havi'  opened  u|>  Ix^cause  of  new  indiistnal  plants 
being  located  tlieiv.  in  nnotlier  aivu  of  the  same  State,  [>crhni>s.  tliere 
lia.s  lieen  no  indiislri:il  iievclopmeut,  iind  the  tenant  fanners  that  woiiM 
go  over  in  this  aivu  would  liiive  no  |>]tice  to  go  whereas  in  tlie  fii-st  area 
because  of  the  job  opportunities  they  would  have  a  place  to  go.  and 
that t lie  administniti(»Ti  of  this  would  t;ike  into  account  the  eni]>lovniont 
opportimities. 

Ml.  Shtmax.  That  is  correct. 
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Senator  Miller.  So  there  would  not  be  a  whole  farm  retired  if  there 
were  not  employment  oppoitunities  for  the  tenant  farmer  to  go  to. 

Mr.  Shcman.  Tliat  is  correct,  and  furthermore,  I  think  we  ought  to 
point  out  that  under  the  present  program  where  portions  of  farms  are 
retired  from  certain  crops,  and  particularly  since  we  propose  not  to 
retire  any  or  at  least  not  significantly  more  acres  than  it  is  now  being  re- 
tired, under  the  present  program  these  folks  who  are  retiring  acree  get 
out  and  aggressively  work  to  get  more  acreage  and  tliey  are  ousy  rout- 
ing farmers  off  the  farms  just  the  same.  There  would  l>e  no  appreciable 
difference  in  the  effect  under  our  pi-oiwsal  tlian  the  present  i)rijgram  on 
the  tenant  farmer. 

Senator  Miller.  There  is  another  concern  that  is  being  expressed 
about  retirement  of  wlmle  farms  and  tlie  retirement  of  acreage  ajid  I  do 
not  know  of  anytliing  in  tlie  pre:jent  law  that  covers  tlie  problem.  But 
in  the  bill  it  is  provided  that  under  tlie  long-term  retirement  program, 
and  I  quote : 


The  amount  of  acrrage  reUrement  in  a  commniiit?  are^  shall  bv  cak-nlated  to 
not  canee  such  a  reduotlon  In  crop  production  ae  to  Jeopardize  tbe  economic 
fatare  of  the  conuiiunlty. 

Mr.  SiiuMAN.  That  is  true. 

Senator  Miller.  So  that  it  is  your  idea  in  the  administration  of  this 
program  the  economic  viability  of  the  community  would  be  taken  into 
account  strongly  liefore  retinng  any  more  acreage  that  is  being  i*- 
tired  and  perhaps  even  in  reducing  the  amount  of  acreage  that  is  Ming 
retired  because  of  the  economic  impact  on  the  community, 

Mr.  Shcman,  That  is  true. 

Senator  Mili-er,  Now,  as  you  know,  the  administration  has  sent 
over  a  proposal  whicli  contains  a  title  providing  for  upwards  of  2  mil- 
lion acres  a  yejir  to  be  retired  under  contracts  on  permanent  cropping 
rights.  Have  you  given  any  consideration  to  the  cropping  rights,  per- 
nian^it  cropping  rights  contract  approach  instead  of  the  whole  farm 
retirement  approach^ 

Mr.  Siii'MAjj.  We  have  discussed  it  several  times  and  it  was  given 
some  attention  by  our  resolutions  committee,  and  we  see  no  advantage 
whatsoever  to  this  approach.  In  fact,  we  see  some  disadvantages  but 
we  think  that  there  is  no  advantage  of  that  approach  over  ours 
whatsoever. 

Senator  Miller.  Well,  it  seemed  to  me  that  possibly  it  might  open  up 
an  opportunity  for  the  owner  to  turn  the  farm  over  for  recreational 
purposes  which  might  not  exist  if  it  is  a  case  of  a  retirement  of  the 
whole  farm  under  the  bill, 

Mr,  Shuman.  Well,  that  is  a  possibility,  although  this  bill  proposes 
that  this  retired  land  can  be  used  for  recreational  purposes. 

Senator  Milleb.  Would  it  be  your  criticism  of  the  administration's 
bill  that  there  is  not  enough  long-term  land  retirement  provided  for! 

Mr.  Shuman.  Tliat  would  be  one  of  the  major  criticisms.  Another 
is  that  the  administrator's^!  am  not  sure  that  this  is  really  an  admin- 
istration bill,  at  least  this  so-called  consensus  approach,  gives  a  great 
deal  of  authority  and  almost  a  blank  check  to  the  Secretary  of  Agri- 
culture to  do  most  anything  he  wants  to  and  we  have  long  been  op- 
posed to  giving  him  that  kind  of  authority. 

Senator  Miller.  I  detect  the  proposed  bill  to  which  I  referred  seeks 
to  extend  over  a  longer  period  of  time,  much  longer  period  of  time, 
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the  transition  which  your  bill  woald  envision.  Your  bill  would  envision 
a  5-yeHr  trunsition. 
Mr.  SiiuMAN.  Yes. 

Senator  Miller.  I  must  say  that  there  has  been  concern  expressed 
over  wliptlier  or  not  this  is  too  sliort  a  period  of  time.  To  me  inlierent 
in  the  working  of  this  bill  or  one  tliat  has  a  longer  term  period  involved 
is  ]}reniisod  upon  a  ^'ery  important  assumption  and  that  assumption 
i»  that  there  is  going  to  be  rural  area  development,  increased  indus- 
trial plant  locations,  to  provide  job  opportunities  for  these  people  who 
are  going  to  be  involved  in  the  program. 

Now,  I  am  pleased  that  the  Pre.'iidpnt  in  his  state  of  the  Union 
message  indicated  tliat  there  should  be  balanced  growth  in  this  coun- 
try and  that  the  rural  and  the  urban  areas  should  have  a  balanced 
growth,  and  tliat  would  certainly  entail  more  economic  activity  in 
tlie  rural  areas.  But  if  that  assumption  is  not  well  taken  and  if  there  is 
not  the  economic  development  in  the  rural  areas,  I  could  see  trouble 
ahead  from  a  social  standpoint.  If  these  people  leave  the  agricultural 
arti\'ity,  and  especially  some  of  these  smaller  people  that  Senator 
Holland  and  you  were  talking  about,  they  may  get  retraining  but 
they  have  no  place  to  go.  Are  you  concerned  about  that  period  of  time 
that  we  are  using?  Five  years  will  certainly  be  a  nice  thing  if  it  could 
be  achieved  but  I  am  concerned  whether  or  not  it  can  Be  achiei'ed 
in  that  i>eriod  of  time. 

Mr.  SiiUMAN.  Well,  Senator,  this  bill  which  you  have  introduced  is 
flexible  enougli  so  that  if  it  was  felt  that  there  needed  to  be  a  speedup 
or  a  slowdown,  either  one,  in  the  retirement,  that  can  be  done  by  addi- 
tional appropriations.  The  Secretary  would  have  a  minimum  and 
could  go  from  there.  It  is  also  iwssiljle,  of  course — the  period  of  ad- 
just ment  would  l)e  as  much  as  15  years  if  contracts  were  entered  into  in 
the  last  of  the  n  years  for  a  10-year  period,  so  by  the  use  of  th«  contract 
device  plus  the  amount  of  appropriations,  the  adjustment  period  could 
be  extended. 

Now,  as  far  as  the  transfer  of  people  out  of  agriculture  into  other 
husin(>sri,  I  do  not  tliink  that  this  program  will  bring  this  about  a  great 
deal  ni(nt>  rapidly  porhnps  than  has  Iwen  done  at  the  present  time.  TTiey 
have  l)een  phaset.1  out  of  agriculture  very  rapidly,  about  300,000  fam 
])eoplc  jmsned  out  of  farms  into  other  pi-ogrnms  and  we  believe  that 
the  demand  for  these  jieoplc  wlio  will  be  released,  who  decide  to  man 
into  other  occupations,  is  going  to  continue  good  providing  we  can 
cliprk  inflation  and  do  some  of  the  other  things  and  encourage  the 
study  on  the  l)ai-f  of  I(k-hI  people  of  the  development  of  their  wan- 
mumty  prablems  and  all  this  thing,  is  to  the  good.  But  actually,  there 
is  a  maiTcet  here  now  for  woi-kers  and  for  new  businesses.  There  is  a 
t  n'mendous  potential  market  that  is  not  being  filled  at  the  present  time. 
I  think  this  demand  for  I  hese  people  is  sufficient  that  the  5  years  will 
\xt  sufficient  time. 

Senator  Miuj^r.  You  would  favor  discretion  in  the  Secretaij, 
though,  to  gear  the  operation  of  this  program  into  the  realities  of 
economic  development,  would  you  not ! 

Mr.  SiirMAX.  I  think  this  legislation  provides  sufficient  discretion. 

Senator  Mii,ij;n.  Thank  you  very  much. 

Thank  you.  Mr.  Chairman. 

The  CiiAiRMA.v.  Senator  (.'uitisJ 
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Senator  Cunns.  Mr.  Chairman,  I  have  a  few  questions  for  clarifi- 
cation. 

In  the  land  retirement,  cropland  adjustment,  what  would  happen 
to  the  land  ?  Would  there  be  a  contract  requirement  on  the  person  who 
retired  the  land  not  to  grow  weeds 

Mr.  Shuman.  Yes,  sir. 

Senator  Curtis  (continuing) .  To  prevent  the  soil  from  blowing  ? 

Mr.  Shuman,  Yes,  sir.  We  would  require  that  this  land  be  taken 
out  of  cultivation.  We  would  prohibit  the  grazing  or  harvesting  of 
hay  or  other  crops.  We  would  require  weed  control  and  erosion,  water 
ana  air. 

Senator  CuRne,  How  about  the  retention  of  the  use  of  the  buildings  i 

Mr.  Shuman.  I  do  not  know  whether  we  covered  that  point 

Mr.  McLain.  I  do  not  think  we  covered  that  point.  You  are  talking 
about  the  buildings  inside 

Senator  Cubtis,  Yes,  Suppose  somebody  wants  to  quit  farming  but 
live  in  the  couutnr. 

Mr.  Shuman.  He  could  lease  everything  except  his  residence  area. 

Mr.  McLain.  Many  of  these  people  will  stay  on  the  farm  if  they 
have  a  residence  that  is  desirable  and  that  would  be  desirable  if  they 
were  near  retirement,  of  course. 

Senator  Curtis.  It  might  be  desirable  even  if  they  wanted  to  work 
in  the  city. 

Mr.  Shuman.  Right. 

Senator  Curtis.  Have  you  estimated  how  much  of  this  land  you 
propose  to  take  out,  how  much  of  the  50  or  possibly  60  million  acres 
you  could  take  out  of  production  but  confining  it  in  great  measure  to 
a  radius  within  a  given  number  of  miles  of  our  cities  that  have  a  popu- 
lation, say,  of  250,000  or  more  i 

I  will  explain  the  reason  for  my  question.  One  of  the  very  potent 
arguments  and  very  potent  political  considerations  here  is  the  depend- 
ence of  small  towns,  county  seats,  small  cities,  on  agriculture.  They  sell 
supplies  to  farmers.  They  buy  their  produce.  Some  of  them  have  manu- 
facturing geared  to  agriculture. 

I  live  m  a  small  town  of  2,300  people.  We  have  a  very  efficient  pack- 
ing plant.  I  do  not  know  the  figures  for  1969  but  in  1968  over  80,000 
cattle  were  slaughtered.  We  even  export. 

But  it  is  ail  geared  to  agriculture.  And  one  of  the  burdens  of  making 
that  packing  plant  go  is  to  see  that  there  is  an  adequate  supply  of  cattle 
to  slaughter. 

Now,  if  the  land  retirement  program  is  fixed  in  tlie  major  part,  not 
all — we  could  not  have  it  that  way— a  given  radius  around  our  great 
cities,  there  are  several  things  to  ct)nsider.  One  is  in  a  city  of  250,000, 
and  of  course,  it  could  include  cities  of  several  million,  not  only  are  the 
job  opportunities  greater  but  the  overall  economy  of  that  city  is  geared 
to  a  diversity  of  manufacturing  and  commerce.  So  the  fact  that  there 
was  less  fertilizer  sold,  fewer  farm  implements,  or  less  tractor  fuel,  or 
less  produce,  and  by  produce  I  mean  all  sorts  of  crops  and  livestock, 
produced  within  a  given  radius,  the  proportionate  adverse  effect  upon 
the  city  would  be  so  much  less  than  the  size  of  a  similar  amount  of  land 
taken  out  near  a  town  of  a  1,000  or  2,000  or  even  5.000  or  10,000. 

Also  from  the  standpoint  of  the  problems  of  the  city,  they  are 
struggling  for  space  and  by  space,  I  do  not  mean  just  space  to  build 
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more  houses  and  build  factories,  because  that  does  take  land,  but  recrea- 
tional space,  space  to  take  kids  out  to,  space  for  camping,  hiking,  what 
]uive  you. 

Have  you  given  any  attention  in  your  land  retirement  program  to 
concentrating  the  major  portion  of  it  around  our  larger  cities? 

Mr.  SiitiMAx.  Not  directly,  although,  Senator,  the  proviso  that  we 
have  that  the  Secretarj'  of  Agriculture  could  limit  the  amount  of  re- 
tirement from  any  community  or  any  county  is  aimed  at  preventing 
exces,sivc  land  retirement  or  so  much  land  retirement  around  a  smaller 
comunity  that  would  cause  that  comunity  to  dry  up  or  have  a  serious 
effect  on  its  commerce  and  business.  So  that  by  indirection  we  have,  but 
not  by  saying  that  it  should  be  concentrated  around  the  larger  city. 

I  think  the  effect  would  be  alwut  the  same. 

Senator  Curtis.  Well,  I  do  not  think  so.  T  think  that  to  have  it  di- 
rectly would  l>e  piirt  of  onr  nationnl  [irogram  of  making  room  for 
city  people. 

Mr.  SiirsiAx.  We  <lo  not  have  a  position  on  this,  although  I  think 
this  is  an  idea. 

Senator  Ciims.  I  have  no  idea.  I  have  no  idea  liow  wide  in  miles 
that  radius  would  have  to  Ik"  witli  the  number  of  cities,  say,  orer  a 
quiirter  of  a  million  in  order  to  take  out  »0  million  acres.  Or  a  sub- 
stantial portion  of  it,  I  um  inclined  to  think  for  the  most,  part — I  can 
think  of  some  exceptions.  Arizona  is  one  of  them— for  the  most  part 
many  of  our  gi-eiit  cities  are  in  a  highly  productive  area. 

^^r.  SiiuMAN.  Ves.  that  is  true. 

Senator  CrRns.  It  is  true  of  the  Ohio  cities,  Illinois  cities,  even  my 
<iwn  State  of  \ebra,ska, 

Tt  seems  to  me  that  that  would  be  something  very  worthwhile  to 
pursue  to  get  some  actual  figures  on  it.  Maybe  it  would  not  amount  to 
any  sigiiihcant  amount.  I  do  not  know  how  it  would  figure  out.  But 
particularly  in  the  light  of  all  the  problems  the  cities  have. 

Now.  another  point  T  would  like  to  ask  some  questions  on,  you  would 
prohibit  the  scnle  of  CCi'  stock  at  less  than  ISO  percent  of  the  loan 
i-ate. 

Mr.  Shcmax.  Yes,  sir. 

.Senator  Cirtis.  In  my  olservntion.  every  time  a  given  area,  maybe 
a  whole  State,  has  a  dri>ught  or  other  disaster,  the  pressure  to  sell  f^CC 
stocks  at  below  that  required  by  law  is  terrific. 

Mr.  McLaix.  The  pressure  on  the  Senatoi-s  is  terrific,  too,  is  it  not! 

Senator  Cirtis.  Yes.  Tt  is  voiced  probably  against  the  Congress.  I 
think  it  is  in  agricultural  offices  and  T  think  elsewhere.  They  say.  for 
instance,  here.  I  will  have  to  dispose  of  my  cattle,  my  basic  herd.  Ymi 
have  got  feed  grains  stored  right  in  tlie  community  and  the  markrt 
price  if  we  can  get  it  is  only  so  much.  I  would  have  to  go  hundreds  of 
miles  to  get  nuy.  AVliy  cannot  I  buy  it?  And  it  is  also  true  that  if  the 
Commotlity  (^redit  Corporation  <lpcided  to  dump  storks,  they  find  it 
is  a  very  flexible  term,  the  term  going  out  of  condition.  "What  do  yoii 
think  nbout  tliat  in  your  1.50  percent  of  loan  rate? 

Mr.  Sin'MAx.  "Well,  Senator  T  think  that  you  are  alKwlntely  riglit. 
that  thei-c  would  !«>  in  situations  such  as  you  described  pressure  fmni 
those  who  want  to  buy  the.  feefl  and  other  things  at  a  lower  price  tn 
release  them.  ITowe\er.  this  is  why  we  want  to  put  this  as  a  provision 
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of  law,  so  that  tliere  is  a  place,  and  the  justification  is  that  in  a  year  of 
short  supply,  the  producer  has  to  have  this  higher  piice  to  make  up 
for  the  reduced  supply.  If  we  believe  in  the  market  system,  which  we 
do,  we  want  to  po  to  the  market  system — that  is  why  we  have  tlie  pro- 
viso in  there.  We  recognize  there  would  be  pressure.  That  is  why  we 
want  it  by  legislation,  so  that  this  market  iias  the  cliance  to  move  up 
and  down  in  accordance  i\ith  tlie  supply  and  demand.  It  is  one  of 
the  pressure  points. 

Senator  Cnirris.  The  retraining  grants  haie  been  toiiched  upon. 
What  would  you  train  tliem  for?  Agricultural  or  nonagricultural 
occupation  ? 

Mr.  Shuman.  Both.  Anything  that  the  person  wanted  to  train  for. 

Senator  Cuktis.  Well,  I  am  not  criticizing  that,  I  think  it  is  part  of 
our  present  process  of  operation  but  my  observation  has  been  that 
when  the  capable  boys  from  my  State  leave  the  farm  for  the  city,  they 
do  not  become  unemployed.  They  may  take  jobs  some  of  which  might 
be  filled  by  the  less  skilled — by  the  minorities, 

AVhat  do  you  mean  by  adjustment  assistance  not  to  exceed  $2,500 
per  year  for  2  years? 

Mr.  Shdman.  This  would  include  such  things  as  relocation  if  neces- 
sary. It  would  include  a  grant  in  case  he  wanted  to  go  into  some  small 
service  business  or  he  had  to  buy  some  tools  or  something  like  this.  This 
would  liave  rather  wide  opportunities  to  help  establish  him  in  the 
business. 

Senator  Curtis.  Now,  in  the  light  of  the  proposals  for  retraining 
grants  and  for  adjustment  assistance,  is  the  objective  to  retire  very 
productive  acres  or  is  the  objective  to  retire  what  some  people  would 
describe — I  would  not — as  inefficient  farmers? 

Mr.  Shuman.  The  objective  is,  as  far  as  the  land  retirement,  is  to  get 
as  much  productivity  out  as  possible.  As  far  as  the  retraining  grants 
and  assistance  adjustments,  it  is  a  completely  separate  part  of  this 
prt^ram  and  is  not  directed  toward  the  problem  of  commercial  agri- 
culture primarily  but  toward  the  problems  of  our  rather  large  number 
of  so-called  farm  families  that  are  not  really  in  commercial  agricul- 
ture today,  and  it  is  directed  at  rural  poverty  problems. 

Senator  Coms.  Well,  now,  I  know  you  have  not  contended  this  but 
there  will  be  a  lot  of  oratory  about  the  inefficient  farmer  must  go.  Well, 
he  has  been  gone  for  25  years  in  my  State. 

Mr,  Shuman,  This  is  true.  These  fellows  that  we  are  talking  about 
in  this  section  of  our  bill  do  not  produce  a  great  amount  in  todayV 
agriculture.  The  ones  that  we  are  talking  about  here  probably  produce 
less  than  10  percent  of  the  total. 

Senator  Curtis.  The  agricultural  problems  of  concern  in  my  State 
are  not  primarily  for  somebody  who  is  just  limping  along  and  would 
not  make  a  success  of  it  if  everything  broke  just  right.  It  is  the  predica- 
ment that  capable,  hard  working,  skillful,  well-trained  farmers  with 
adeqirate  credit  and  ample  acreage  to  make  a  living.  Oh,  I  suppose  some 
places  in  my  State  we  have  problems  with  marginal  people  but  it 
seems  to  me  that  our  agricultural  problems  by  and  large  are  a  little  bit 
more  basic  than  that.  They  involve  the  real  capable  fellow,  good  equip- 
ment, ample  acreage. 

Sir,  SiitJMAN.  That  is  correct. 
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Senator  Cuims.  And  a  lot  of  know-liow  and  ability  to  plan  and  keep 
books  and  everything  else.  But  he  still  ends  up  in  an  adverse  liiuncial 
situation. 

Mr.  Shuman.  Senator,  tliis  legislation  is  a  recognition  of  this  fact, 
that  we  have  two  distinct  groups  in  American  agriculture,  the  com- 
mercial fnrmer  w}io  is  by  and  large  as  efficient  as  any  other  business- 
man who  is  out  there  hard  working  and  a  pood  manager.  Then  you 
have  about  450,000  of  these  folks  who  mnvM  are  just  as  good  people 
but  do  not  have  the  capital,  do  not  have  the  resources  or  in  some  cases 
do  not  have  the  skills  to  either  succeed  in  agriculture  or  anybliing  else. 
So  in  the  past  farm  program  legislation  has  lumped  these  altogether 
and  tried  to — the  arguments  have  been,  well,  you  are  helping  these 
450,000  by  the  farm  program.  We  know  this  has  not  been  true.  This 
is  an  attempt  to  differentiate  liotween  these  two  sets  of  problems  and 
to  take  care  of  both  of  them. 

Senator  Ccrtis.  Now,  under  your  proposed  rule  for  long  terra  con- 
tracts to  retire  land  in  5  or  10  years,  the  proceeds  of  that  contract 
would  be  paid  to  the  landlord  or  to  the  tenant  or  to  both? 

Mr.  SnuM.\x.  It  would  be  to  botli  according  to  whatever  the  release 
contract  was. 

Senator  Curtis.  ^Vliat  incentive  would  the  landlord  have  to  cut  the 
tenant  in  on  a  10-year  contract?  The  landlord  would  continue  to  have 
his  investment  tied  up  for  10  years.  The  tenant — it  is  true  he  might 
own  some  equipment,  but  so  far  as  his  service  is  concerned,  he  would 
not  have  10  years  services  involved.  Would  there  actually  be  verj' 
many  instances  where  you  deal  with  anybody  otlier  than  the  landlord) 

Mr.  Shuman.  Oh,  I  think  so,  because  I  do  not — while  this  program 
says  there  would  be  empliasis  on  whole  farm  retirement,  I  do  not  think 
tliat  this  would  be  any  great  wave  of  wliole  farm  retirements.  I  think 
that  much  of  tlie  reduction  will  come  as  it  is  agreed  to  by  the  tenant 
and  landlord  both  that  here  is  an  acreage  that  could  be  tasen  out. 

Senator  Cuhtis,  Will  you  not  get  back  to  the  same  problem  we  have 
now  where  we  put  into  tlie  retirement  pi-ogi-am  the  least  productive 
acres  or 

Mr.  Shtjman.  Not  nearly 

Senator  Curtis  (continuing).  In  an  irrigated  area  where  I  live  there 
is  a  little  knoll  that  we  cannot  get  the  water  to  or  something  like  that. 

Mr.  Siit-MAX.  Not  nearly  as  much  of  a  tendency  as  there  is  under 
the  pre,sent  program  because  this  amount  that  he  is  going  to  get  paid 
for  liifi  retirement  will  be  determined  on  the  basis  of  the  productivity. 
So,  if  he  puts  out  his  lower  acreage  he  gets  a  lower  return.  He  will  get 
a  higher  i-eturn  for  nutting  out  more  ]>roduftive  acreage.  Then  the 
emphasis  on  the  wliole  farm  retirement,  of  coui-se.  keeps  him 

Senator  CriiTis.  I  do  not  mean  this  sis  any  hostility  towaixls  tenants 
or  any  hu'k  of  coiKeiii  for  their  welfare  or  their  predicament,  but 
what  is  the  quid  jiro  quo  of  the  (Joveninient  paying  the  tenant  for 
retiring  liuuW 

Mr.  .'iiMMAX.  This  wouM  only  apply  "s  far  as  the  existing  oonti-ad!' 
were  poncenied.  The  retirement,  as  I  undei'stand  it,  of  the  land  would 
lie  ordinarily  that  tlie  landlord  would  receive  the  pay. 

Mr.  Mc'Laix.  Senator 

Senator  Corns.  So  the  Government's  payment  would  not  have  to 
come  anywhere  near  the  net  productive  value  of  the  farm,  would  it? 
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Mr.  Ib-IiAiN.  May  I  comment  on  this,  Senator  Curtis?  I  think  first 
of  all,  the  whole  farm  that  would  be  taken  out  would  lai^ely  be  by  tlie 
ovnier-opemtor,  tlie  fellow  who  was  out  there  that  maybe  waa  60  years 
nldandfiethought  he  had  enough  and  wanted  to  retire. 

Mr.  Shuman.  Or  if  he  had  a  cash  lease,  tenant  had  a  cash  lease  for 
the  whole  farm. 

Mr.  McL..A.iN-.  That  is  right.  So,  I  do  not  think  there  would  be  as 
much  involvement  in  a  good  landlord  and  good  tenant  here  that  were 
aggressively  wanting  to  participate  in  the  whole  form  basis.  I  do  not 
think  either  one  of  them  wants  to  do  it.  As  you  well  know,  if  you  do  not 
have  some  provision  to  prevent  the  dumping  of  tenants  you  are  in  real 
trouble  and  our  bill  does  not  permit  this  to  happen,  I  think  the  answer 

Senator  Curtis.  Well,  it  has  ^t  some  policy  language  in  there.  I 
am  not  so  sure  that  it  prohibits  it  and  1  do  not  think  it  should.  It  has 
got  to  be  businesslike.  But  many  farms  are  rented  in  my  aiBa  where 
vou  have  irrigation  from  an  irrigation  ditch  as  contrasted  to  pumping 
irrigation,  tlie  landlord  receving  40  percent  of  the  return  and  the 
landlord  pays  the  water  bill  and  half  t!ie  fertilizer. 

Now,  that  is  a  carryover  in  my  particular  area  of  tlie  old  days  of  tlie 
dry  land  farm  on  wliich  the  landlord  got  a  third.  By  moving  it  up  to 
40  percent  he  can  pay  the  irrigation  company  and  by  paying  all  the 
water  fiJid  half  the  fertilizer  his  tenant  is  never  tempted  to  skimp  on 
water  or  fertilizer.  That  is  the  purpose  of  that. 

Mr.  Shuman.  Yes. 

Senator  Cuima.  Well,  why  would  it  not  be  to  his  advantage,  just 
self -advantage  that  I  know  of.  to  contract  to  the  Government  at  a 
figure  that  represented  about  50  percent  instead  of  40  percent  plus 
some  expenses  or  even  45  percent  of  the  production  potential  or  the 
&rm  even  though  he  had  an  excellent  tenant  he  had  to  let  go? 

Mr.  Shuman,  Well,  in  this  case,  of  course,  he  would  weigh  his  al- 
ternatives and  it  might  not — and  of  course,  there  is  nothing  to  require 
that  he  go  ahead.  He  might  say  I  have  got  a  good  tenant,  we  are  getting 
good  production,  therefore,  I  am  not  even  going  to  make  a  bid. 

On  the  other  hand,  the  other  alternative,  he  might  say  to  the  tenant 
this  is  too  good  a  deal  for  me.  I  am  going  to  have  to  take  it  and  rent 
the  whole  farm  and  you  have  to  leave.  That  is  an  alternative, 

Another  alternative  is  that  he  would  say  to  the  tenant  on  that  back 
80  we  have  not  gotten  good  returns  for  the  last  several  years,  I  am 
going  to  put  it  in  the  land  retirement  program. 

Now,  wliat  happens  in  the  case  of  the  tenant?  He  puts  in  the  back 
80.  It  is  the  same  thing  that  happens  to  him  under  our  present  pro- 
gram. He  goes  out  and  tries  to  lease  more  land  from  somebody  else. 
In  case  the  entire  farm  is  leased,  it  depends,  of  course,  whether  or  not 
if  he  had  a  contract  for  a  period  of  time  it  could  be.  And  there  is  a  lot 
of  land  today  on  a  cash  lease.  The  tenant  himself  might  contract  for  the 
5  years  i  f  he  had  a  contract  with  the  landlord. 

Senator  Cruris.  In  accepting  the  bids,  we  will  assume  that  they 
have  records  what  this  farm  produces.  One  bid  is  joint  for  the  landlord 
and  tenant  for,  say,  90  iiercent  of  the  average  return  but  the  landlord 
says  I  will  give  it  to  you  for  50  percent  or  even  45,  Is  the  Government 
justified  in  making  the  contract  with  the  tenant?  I  am  not  saying  that 
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he  is  not  to  be  considered  as  an  individual  or  that  he  is  not  worthv.  1 
just  do  not  uiean  it  that  way  at  all.  But  tlie  questios  exists  in  my  mind. 

Mr.  MrL.Aix.  Well,  if  in  this  case,  of  course — you  are  talking  abntit 
a  share  lesisc — there  could  not  Ije  any  contract  entered  into,  Sienator 
Curtis,  unless  they  iKrth  agreed.  I  niejin,  you  start  witli  that.  It  voDld 
have  to  l>e  mutual  airreemeiit. 

■'v'nalor  Cvinis.  Morf  of  these  leases  are  year  to  year. 

Mr.  McL.\ix.  ^'es,  hut  if  it  was  a  shai-ed  lease  tliey  would  hare  to 
l>otli  aprt'e  Ut  it  and  thcr-e  would  l>e  no  contract  with  the  Govemnieut 
!K"'iUisel»otli  jiaiijes  involved  would  have  to  agree. 

Senator  ( 'nnis.  No,  do.  Tlie  land!')rd  could  serve  M(ttice  on  the  teiaut 
the  next  year. 

Mr.  Si!  riTAN.  }Ie  'Ciuld  the  nest  year. 

Mr.  McL.\ix.  Nest  year,  that  is  cori-oct.  I  am  talking  about  tlie  year 
he  had  tlie  ]e.ase  in.  Each  year  he  had  a  lease. 

Senator  C'ntTis.  ()f  cmrse.  it  would  take  a  year  to  move  into  tills 
thing  anyway  ijecause  we  have  got  things  to  do  and  the  chance?  are  lie 
lias  jrotten  some  .'^iipfilies  either  pui-chased  or  contracted  for. 

Now,  in  i-eferenc*"  to 

Seiiiit()r  MiLucK.  Would  you  yield  at  this  ix)iut  ? 

.■Senator  rnrnf*.  Ves. 

Senator  Millek.  SuT'l>ose  the  tenant  was  concerned  about  this  and 
saw  that  his  livelilnHKi  was  iroiiig  to  jro  out  the  window  and  he  could 
not  find  any  available  land  that  was  suitable.  He  could  go  down  to  the 
local  ASC.^  officp  aiid  say  whatever  you  do  do  not  accept  a  bid  from  my 
landlord,  and  I  presume  that  under  the  policies  set  forth  in  the  bill  that 
tjiey  mifrlit  de'.-ide  in  that  case,  even  thoufrh  the  landlord  want^  it,  it 
WHS  too  bad.  he  had  a  tenant  that  you  had  to  look  out  for. 

Mr.  SiirMAN.  Tliat  is  correct. 

Senator  CVktis.  But  now  Jack,  are  we  going  to  get  into  such  nil 
uueniploTnieiit  conij lensation  program?  If  the  Government  can  take 
out  of  production— I  lioj>e  this  record  shows  tliat  I  am  not  imsyni- 
]mllietic  to  the  jiliplit  of  the  tenant,  I  am.  But  if  the  Government  can 
t:ike  out  of  ])roduttion  some  veiT.  ven,-  productive  land  at  45  percent 
or  even  id  i>en-ent  of  its  average  annual  production,  how  can  the  Gov- 
ernment lie  justified  in  cutting  two  people  in  and  paying  S.'i  or  PO  jwr- 
cwit  of  the  iivei-Jigc  net  return  from  the  hind  ? 

Senator  Miller,  Well,  tlial  was  not  quite  the  point  I  was  making. 
I  w;is  niakinfr  the  ]>oint  thnt — let  us  siy  you  and  I  each  are  farmers. 
1  ain  a  sf)ie  o]>erator.  You  have  n  tenant.  We  lx>th  bid  in  good  produc- 
live  land  at  ulmiit  the  sriiiic  li^ure  but  your  tenant  does  not  want  to 
i!et  off  there  ami  he  hii^  no  jilace  really  1o  go  and  he  C4in  show  this 
t'l  tjje  local  ASrS  oflice.  It  would  he  my  thinking  that  under  the  pol- 
icy of  I  he  bill  ilic  Govcninjent  would  decide  not  to  take  your  farm  out 
would  .Icciilc  lo  tiike  mine  and  the  reason  is  Iierause  there  is  no  place 
for  iliat  t^-nant  to  po. 

Seiiiitor  CfiiTis.  Hut  if  you  niv  a  funner-operator.  vou  are  not 
{Tdinir  to  bid— Ji^^uiiiinfT  the  farms  are  of  equal  productive  capacity 
and  equiil  feitility.  you  mv  not  jroing  lo  liid  as  low  as  tlie  landlord  is 
Iwiiuse  the  hindloii]  is  faced  with  this  economic  choice  of  g**tting 
moi-e  by  leasing  lo  the  Government  than  he  is  by  leasing  to  somebody 
elf^',  wliile  if  you  ai-e  an  fiwner-o]»erator,  your  figure  would  hare  to 
l»e  mtich  higher,  maybe  twice  as  much. 
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Senator  Miller.  I  think  you  have  got  a  point  there.  AH  things  being 
equal,  however,  it  seems  to  me  that  a  policy  is  set  forth  here  that 
to  avoid  the  social  consequences  of  having  that  tenant  forced  off  along 
with  his  family,  maybe  going  on  welfare  or  relief  for  some  period  of 
time,  maybe  going  into  a  big  city  to  provide  further  congestion,  that 
the  taxpayers  are  going  to  pay  an  additional  amount  to  avoid  the 
little  town  from  drying  up  with  all  of  those  social  consequences.  They 
might  decide  that  tjiey  are  not  going  to  take  either  of  our  bids  in  that 
case  and  the  Government  and  the  people  will  pay  the  cost  to  avoid  the 
social  consequences. 

Senator  Curtis.  Please  understand  me.  I  am  not  trying  to  lidicxile 
tJie  plan.  Neither  am  I  do\mgrading  the  tenant. 

Senator  Miller.  I  think  you  have  got  a  very  practical  point. 

Senator  Curtis.  I  am  in  a  sense  bein^  the  devil's  advocate  but  it  it 
if--  a  10-year  lease,  the  tenant  has  no  duties  to  perform  other  than  what 
might  be  done  in  short  periods  of  keeping  the  weeds  mowed  and  doing 
something  on  the  land  so  there  would  be  no  erosion.  I  do  not  know 
whether  the  American  people,  the  American  taxpayers,  would  stand 
for  compensation  of  that  kind  for  a  period  of  10  years. 

Senator  Mu-ler.  T  am  not  suggesting  that.  I  thinK  that  the  tenant 
would  have  to  satisfy  the  local  ASCS  people  or  the  administrators  of 
this  program  that  he  is  making  an  honest  hard  effort  to  readjust  and  I 
am  sure  that  he  would  receive  some  assistance  in  doing  so  and  I  do  not 
think  he  could  iust  sit  back  and  say,  well,  I  cannot  do  anything  about 
it  and  live  on  the  taxpayers  for  10  years.  I  do  not  think  that  would  be 
a  sound  administration  of  the  jiolicy. 

Senator  Ctims.  Well.  I  do  not  think  so  either.  That  is  why  I  think 
it  will  end  up  with  a  contract  to  the  landlord. 

Mr.  Shuman.  Most  of  it  will  be,  Senator. 

The  Chairman.  I  wonder  if  you  would  relegate  the  questions  to  the 
witnesses  instead  of  the  Senators  arguing. 

Senator  Curtis.  T  have  only  got  one  more  question.  Tliank  you,  Mr, 
Chairman. 

If  you  paid  a  decent  price  to  lease,  for  the  Government  to  lease  this 
landfor  10  years,  why  not  pay  a  little  larger  price  and  buy  it? 

Mr,  Shuman.  This  goes — '— 

Senator  Curtis.  Are  you  not  going  to  give  him  half  the  value  of  it 
in  10  years? 

Mr.  Shuman.  Mr.  Chairman,  perhaps  so.  This,  of  course,  has  been 
disciL'sed  and  some  thought  given  to  it.  I  think  our  principal  answer 
would  be  that  we  Iwlieve  that  the  Federal  Government  has  more  land 
now  than  it  should  have,  that  this 

Senator  Curtis.  Especially  if  it  is  not  taxed. 

Mr.  SiiuMAN.  That  is  right,  and  this  would  do  more  damage  to  the 
local  community,  where  it  was  taken  off  the  tax  rolls.  We  lielieve  the 
adjnstmentft — ^that  no  one  is  wi.se  enough  to  know  where  these  major 
adjustments  should  take  place  and  that  if  it  was  bought  by  the  Fed- 
eral Government,  that  would  Iw  a  permanent  retirement  and  this 
would  be  a  mistake  in  land  use  i)Ianning  that  we  think  the  market 
By.stem  would  Iwtter  determine. 

Senator  Curtis.  Well,  T  want  everyone  to  understand  I  am  aware 
that  the  land  retirement  is  in  the  thinking  of  a  great  many  people,  a 
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givat  miuiy  orfranizutioiiri.  My  questions  were  not  to  tear  down  or  ridi- 
cule but  to  bring  out  some  of  the  real  problems  the  Congress  faces  in 
that  respect.  Tliat  is  all,  Mr.  Chairman. 

Tlie  Chaiioian.  Senator  Dolet 

►Senator  Dou:.  Thank  voii,  Mr.  Chainnan.  I  regret  being  late  but  1 
had  an  air  and  water  iiollution  subcommittee  mcetiiig.  That  seems  lo 
be  the  thing  of  the  seventies. 

Senator  Ccrtis.  Are  you  neglecting  the  soil? 

Senator  Dole.  I  am  interest^  in  the  soil,  too. 

It  might  liave  been  discussed.  Did  you  have  any  comment  on  pay- 
ment limitations^ 

Mr.  SiiuMAX.  No. 

Senator  I>olk.  Do  you  liavca  position  on  it? 

Mr.  SiiuMAN.  Yes.  We  arc  opposed  to  limitation  of  pa^rments.  We 
are  for  eliminating  tlie  payments  out  we  are  not  for  the  limitation.  Wc 
want  to  do  away  witli  the  payment  program  because  it  has  be^i  used 
as  a  substitute  for  better  prices.  So,  we  mink  that  the 

Senator  Dole.  In  other  words,  your  program  would  take  care  of  the 
problem  without  tlie  necessity  of  any  limitation  ? 

Mr.  Shcman.  Tliat  is  correct. 

Senator  Dole.  As  tlie  chairman  has  pointed  out  we  are  looking  in 
the  event  there  should  be  a  program  adopted  that  has  payments,  we  are 
looking  for  some  way  to  resolve  tlie  limitation  of  payment  problem 
because  as  you  well  know,  Congress,  particularly  the  House,  looks  upon 
payments  with  some  disfavor,  and  there  should  be  some  realistic  ap- 
proacli  in  the  event  there  is  a  program.  Even  your  program  would  have 
payments  for  5  years- 
Mr.  Shuuan.  Yes.  We  believe  that  it  is  far  better  to  eliminate,  to 
terminate  the  payments — and  we  suggest  doing  it  over  this  petiod  of 
5  years — than  to  get  projected  into  an  mdefinite,  an  intemdjoable  ail- 
ment over  what  the  limitation  should  be,  and  it  seems  to  me  that  once 
you  move  into  this  perhaps  they^^  into  a  limitati<Hi  of  $20,000  or 
maybe  a  graduated  one  like  the  USDA  suggest«d  here^  this  isiust  tlie 
beginning  of  a  long  drawn  out  argimient.  In  each  session  of  Cbngress 
tliere  will  be  somebody  else  with  a  different  proposal  for  limitations 
Usually  it  would  be  on  the  movement  downward,  of  course,  but  why 
not  schedule  their  elimination  completely  on  a  pattern  whidi  would  1^ 
the  market  price  absorb  the  differences  and  the  payment  be  taken  out. 

Senator  Dou_  Second,  I  noted  a  couple  of  lines  with  reference  to  so- 
calle<l  reserves.  There  has  been  testimony  yesterdav  and  the  day  before 
about  the  need  for  some  consumer  i-cserve.  It  has  oeen  called  strat^c 
reserve  and  about  anything  you  can  think  of  to  make  it  appealii^. 

1  know  your  position  having  served  on  the  subcommittee  m  the 
House  where  that  re.serve  program  was  quietly  laid  to  rest,  not  too 
quietly,  but  laid  to  rest. 

Have  you  changed  your  position  on  reserves  or  do  jou  still  tiunk 
it  is  in  essence  a  thivaton  the  market  and  a  price  manipulating  device' 
Is  that  still  the  basic  position  of  the  Farm  Bureau! 

Mr.  Shuman.  That  is  correct.  Senator.  We  are  varv  strongly  opposed 
to  any  kind  of  a  Government- held  and  managed  reserve  pn^iram 
because  we  I)elieve  it  holds  the  price  down  not  only  when  the  reserves 
are  fed  back  on  the  market  but  the  very  knowledge,  the  very  fact  that 
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they  are  there  hold  the  price  down,  and  we  have  had  so  much  Bad 
experience  with  tie  use  of  reeervee.  In  fact,  the  Commodity  Credit 
Corporation  throiighout  the  period  of  its  existence  has  been  one  that 
has  cost  fanners  literally  billions  of  dollars  in  reduced  income  because 
the  trade  knew  that  that  stock  was  there  and  it  had  to  come  back  on 
the  market  and  they  sat  there  and  operated  accordingly, 

Senator  Dole.  You  pointed  out  the  1&64  experience  with  com  and 
the  1966  experience  with  wheat  to  indicate  how  it  can  be  used.  It  could 
be  used  for  any  purpose. 

Mr.  Shuman.  That  is  right. 

Senator  Dole.  For  political  purposes  if  someone  was  so  inclined.  I 
do  not  know  whether  any  Secretary  of  Agriculture  has  ever  been 
political  but  there  could  come  a  time  when  that  could  happen.  He  could 
withhold  or  limit  salea  to  bring  the  prices  up  at  the  appropriate  time 
in  thai,  year  or  he  could  depress  5ie  price  in  another  year. 

Do  you  think  your  limitation  on  Commodity  Credit  sales,  150  per- 
cent of  the  loan  level  plus  carrying  charges,  is  high  enough  to  protect 
the  farmer? 

Mr.  Shuman.  We  believe  it  is.  We  want  it  to  be  high  enough  and  we 
think  it  is. 

Senator  Dole.  Now,  we  had  some  testimony  yesterday  that  the 
States  of  Indiana  and  Illinois  are  the  two  largest  Farm  Bureau  States, 
and  only  about  20  percent  of  your  members — according  to  a  poll  con- 
ducted by  Prairie  Farmer  magazine — were  in  sympathy  with  the  Farm 
Bureau's  5-year  program.  Do  you  have  any  comment  on  that? 

Mr.  Shuman,  Yes,  I  do. 

Mr.  McLain.  Glad  you  brought  it  up. 

Mr.  Shuman.  I  appreciate  your  bringing  it  up. 

I  wrote  the  Prairie  Fanner  after  I  saw  the  publication  of  their  poll 
in  which  I  said  that  the  questions  that  they  submitted  which  they  have 
labeled  as  representing  Farm  Bureau's  position  were  not  accurate. 
They  simply  said  something  to  the  effect  that  Farm  Bureau  proposed 
a  phaseout  of  the  controls  and  price  supports.  This,  of  course,  is  not  a 
d^ription  of  our  program  at  all. 

We  favor,  as  I  indicated,  loan  programs  indefinitely.  We  have  a  loan 
program.  And  furthermore,  the  rather  interesting  thing  was  that  the 
one  question  that  they  had  apparently  hoped  to  get  the  large  vote  for 
did  not  do  any  better  to  speak  of  than  the  one  that  they  lal^led  as  our 
pn^^ram.  That  was  one  that  said  where  such  and  such  was  done  with 
tlie  mtention  to  get  100  percent  of  parity  or  90  percent  of  parity,  I 
forget  what  they  said.  The  significant  thing  in  this  poll  is  that  42  per- 
cent of  the  people  who  were  polled  of  the  500  so  polled,  42  percent 
did  not  vote  for  any  of  the  choices  and  any  poll,  I  do  not  care  whose 
poll  it  is,  Gallup  or  anybody  else,  that  cannot  get  more  than  58  percent 
to  respond  to  one  of  four  choices  is  not  worth  the  paper  it  is  printed  on. 

This  was — I  do  not  think  polls  are  very  significant  anyway,  be- 
cause any  thing  as  complex  as  farm  programs  cannot  be  answered 
»ith  a  simple  yes  or  no,  do  you  want  one  of  three  choices.  You  have 
to  have  discussion  of  it  and  understand  the  alternatives  and  there  are 
other  alternatives  that  were  not  listed  in  the  Prairie  Farmer  poll. 

They  in  effect  got  answers  to  three  questions  about  a  standoff,  20 
or  30  percent  to  three  questions.  Then  they  had  42  percent  that  said 
Done,  did  not  have  any  opinion  at  all. 
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Soniitor  l\iLK.  If  yoii  have  with  yoii  either  tlie  letter  you  have  writ- 
ten, or  the  respoiise,"or  the  complete  story,  it  might  be  helpful  to  have 
it  in  t]ic  reoord  since  tlie  question  was  raised. 

Mr.  SiiuMAN.  We  will  do  that.  I  do  not  have  the  one  here  but  we  will 
see  that  it  is  in  the  record. 

Senator  Dole.  Is  that  satisfactory  ? 

The  Chairman,  Yes,  that  will  be  done. 

{Tlie  infoi-mation  referred  to  follows:) 


■Sat 


FASUEB   POLL 


FEDERATiorr   rAULTS  pb&ibie 


You  attk  whf  tbe  discrepancy  between  the  answers  received  In  Prairie  Fann- 
er's opinion  poll  and  Tarm  Bureau  poUc;  (Jan.  3  Issue,  page  39).  Tbe  anawerB 
are  dlBereot  because  tbe  questions  are  different.  Prairie  Farmer's  qaesUont 
Invited  easy  answers  to  complex  problems.  Obviously  this  Is  impossible,  u  was 
recognized  by  the  42%  of  the  5^2  persons  interviewed  wbo  refused  to  express 
an  npinion  wlieii  confronted  b.v  the  unsatisfactory  alternatives  listed. 

Describing  Farm  Bureau  pollcj'  as  "End  the  present  prosrams  gradually  in 
6  years.  At  the  xame  time,  tbe  government  would  rent  whole  farms  to  cut  back 
excess  production"  Is  an  lnadc(|uate  and  prejudiced  description.  If  I  had  been 
one  of  ttie  532  Interviewed  and  were  confronted  with  the  3  choices  listed,  I  too 
would  liave  voted  with  the  223  wbo  rejected  all  3  alternatives. 

The  I'rairie  Farmer  poll  does  not  show  support  for  Farm  Bureau  policy  be- 
cause Farm  Bureau's  program  was  not  presented  adequately,  but  neither  does 
It  show  support  for  any  of  the  other  proposals  being  considered  by  tlie  congress. 
It  is  interesting  to  note  that  despite  the  "loading"  of  the  first  queaUon  wltb  the 
sales  line  ".  .  .  try  to  assure  grain  farmers  prices  close  to  100%  of  parity,"  729i 
voted  against  this  loaded  alternative. 

A.  comparably  favorable  descrlptloa  of  the  Farm  Bureau  plan  would  be  "In- 
definite continuation  of  price  supports  at  not  to  exceed  85%  of  the  S-yeax  average 
market  price ;  substitution  of  voluntary  land  retirement  onder  5  to  10-year  con- 
tracts for  the  present  Indlvldal  crop  controls ;  and  end  to  COC  dumping  wbich 
wrecks  market  prices ;  and  a  special  transitional  program  for  low-incmne 
tarmers." 

Conducting  Q  i)oll  under  the  "rules  agrepd  to  by  the  National  Committee  on 
I'olls"  is  U  meaningless  exercise  if  alternatives  are  not  completely  and  falrlf 
presente<l,  and  when  the  questions  asked  are  rejected  by  42%  of  the  respondents. 

Tliere  also  is  an  error  In  the  editorial  on  Secretary  Hardin  in  the  Jan.  S  lasn 
which  states,  '  The  AFBK  wunta  less  involvement  and  eventually  a  phaseout  irf 
price  supi>orts  and  commodity  loans  In  5  years." 

As  I  have  stated  earlier.  Farm  Bureau's  program  calls  for  a  continuation  at 
prlc*  supports  related  to  the  market  price. 

Senator  Dole.  In  your  statement  and  It  was  said  yesterday  by  Sen- 
ator Biirdick  and  other  witnesses  and  we  all  recognize,  farm  population 
is  doclininfr.  In  fact,  fmm  1960  to  1968  it  droppe<l  according  to  your 
fignres  about  ;(.S  percent,  from  15  million  to  10. 

I  asked  Senator  liurdick  yesterday,  and  I  asked  myself  the  same 

?uestion,  have  we  contributed  to  this  by  the  programs  we  have  ^'Oted 
or?  Whether  there  would  have  been  the  same  decline  or  even  a  greater 
decline  without  a  farm  program. 

What  do  you  think — I  have  hoard  your  program  referred  to  asi 
farmoi-  retirement  program,  not  cropland  retirement,  because  tbej 
would  be  broke  after  a  couple  of  years  in  the  proFram.  What  doyw 
see  in  the  event  your  pi-ogram  were  in  operation?  Do  you  see  the  same 
decline?  Have  wc  reached  the  benchmark?  Are  all  the  inefficien' 
farmers  now  gone  from  Xobraska  and  Kansas  and  other  areas? 

Mr.  Siir'MAN,  Senator,  I  do  not  think  that  we  have  yet  come  to  tie 
time  when  there  will  not  continue  to  be  some  people  leaving  the  fwin- 
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but  I  do  believe  that  the  trend  that  is  most  significant  that  has  taken 
place  now  is  that  these  farmers  who  are  adequately  capitalized  and  who 
are  in  the  business  full-time  are  producing  a  higher  percentage  of  the 
total  agricultural  production  than  any  time  in  the  history  of  this 
country.  In  other  words,  the  farming  business  and  the  production  is  in 
the  hands  of  farmers  who  are  devoted  to  that  business. 

Now,  anyone  could  not  seriously  accuse  our  program  of  phasing 
farmers  out  of  fanning  any  faster  than  the  present  programs.  They 
have  been  going  out  of  agriculture  at  a  rate  of  more  than  300,000  farm 
people  leaving  agriculture  each  year  under  the  present  programs. 

1  am  not  going  to  say  that  they  present  programs  have  been  r&spon- 
sible  for  all  that.  That,  of  course,  is  not  true.  But  there  is  no  doubt 
but  what  the  present  programs  have  in  many  parts  of  the  country  re- 
sulted in  forcing  farmers  out  of  agriculture,  some  that  would  have 
perhajjs  chosen  to  stay,  because  of  the  limitations  and  all  the  other 
maladjustments  under  the  programs, 

I  think  this  trend  will  slacken,  this  trend  away  from  agriculture  will 
slacken,  and  I  think  that  under  our  program  of  moving  to  the  market 
system  there  is  a  good  opportunity  for  expanded  markets.  I  believe 
that  if  we  contintie  the  present  programs,  we  are  making  it  easy  for 
the  ^nthetics  and  substitutes  to  come  in  and  take  over  the  market  for 
the  former's  product,  and  within  10  years  the  cotton  producers  in  the 
United  States  are  going  to  be  phased  out  of  the  cotton  production  busi- 
ness almost  completely  under  the  present  program.  If  our  program  is 
adopted  there  is  a  good  chance  we  will  have  a  viable  cotton  economy 
with  a  lot  of  cotton  and  farmers  still  in  business  10,  15,  20  years  from 
now.  If  we  continue  this  program  we  have  got  now  they  are  going 
to  be  phased  out,  so  I  say  our  proposal  is  essential  or  something  like 
it  is  essential  if  we  are  going  to  have  a  solid  strong  financially  sound 
agriculture  in  the  next  20  years. 

Senator  Dole,  In  connection  with  this,  and  I  am  certain  the  Ameri- 
can Farm  Bureau  Federation  is  working  in  this  area,  it  does  not  make 
any  difference  which  program  is  enacted  unless  there  is  some  way  to 
revitalize  rural  America  we  are  going  to  continue  the  decline.  There 
has  been  a  lot  of  rhetoric  about  rural  development  and  job  oppor- 
tunities and  moving  industry.  We  have  seen  some  of  it  happen.  The 
point  is  they  must  go  together.  You  cannot  talk  just  about  the  pro- 
gram without  the  other  problem  if  we  are  really  talking  about  helping 
arrangements  and  still  be  eligible? 

The  Farm  Bureau  has  spent  a  lot  of  time  and  has  a  number  of 
projects  along  these  lines. 

The  discussion  with  Senator  Miller  and  Senator  Curtis  concerning 
the  cropland  adjustment  and  the  role  of  the  tenant,  do  you  envision 
the  tenant  might  be  eligible  for  benefits  under  title  V  of  your  bill, 
that  if  he  were  displaced  would  he  be  available  for  the  retraining  or 
any  of  that  program  ? 

Mr.  Shuman,  Yes,  sir.  Many  of  them  would  be.  In  fact,  this  I  be- 
lieve, would  pick  up  practically  all  the  slack  of  these  that  might  be  in 
this  unfortunate  situation,  I  would  emphasize 

Senator  Dol£,  In  other  words,  he  does  not  have  to  be  a  landowner 
to  be  eligible  for  title  V? 

Mr.  Shdman.  No,  sir. 
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Senator  Dole.  He  can  be  a  tenant! 

Mr.  Shuman.  That  is  right. 

Senator  Dole.  He  could  be  displaced  through  on©  of  the  long-term 
arongemraits  and  still  be  eligible  i 

Mr.  Shuman,  I  wish  to  emphasize  that  we  do  not  believe  the  adjust- 
ment problems  and  stress  on  tlie  tenant  will  be  any  greater  under  our 
Erogram  than  it  will  be  under  tlie  present  program  and  it  might  even 
?  less,  particularly  under  this  title  V  provision. 

Senator  Dole.  What  about  the  fear  the  livestock  people  have?  You 
provide  certain  restrictions  on  grazing.  Does  this  satisfy  the  objection 
of  the  American  National  Cattlemen's  Association  and  other  cattle 
groups  who  are  concerned  about  long,  vast  retirement  programs  in- 
creasmg  the  cattle  production? 

Mr.  Shuman.  We  have  met  with  the  American  National  Cattle- 
men's officers  and  top  staff  and  discussed  this  and  it  is  my  belief  that 
they  are  satisfied  with  our  provisions. 

Mr.  McLmn.  Senator  Dole,  what  started  this  was  the  idea  of  ease- 
ment wherein  you  could  use  it  for  cattle  purposes.  I  think  was  the 
initial — stmie  of  them  thought  our  program  permitted  tliis.  It  never 
ha^  of  course. 

Senator  Dole.  As  I  understand  the  basic  thrust  of  the  Farm  Bureau 
program,  by  reducing  the  cropland  acreage  you  not  onlj-  produce  less  of 
the  commodity,  it  would  make  a  little  better  market,  little  better  price. 

We  have  had  testimony  that  we  have  about  50  million  acres  out  of 
production  under  present  programs  and  under  your  proposal  vou  en- 
vision about  50  million  acres  out  of  production  in  5  years.  Now,  how  do 
we  ever  get  ahead  in  that  f  asliion  ?  If  we  have  that  many  acres  out  now, 
whatdoj'oureallvaddto  it? 

Mr.  Shcsian.  Actually,  we  do  not  propose  to  add  a  great  amount  of 
acreage,  although  this  10  million  a  year  is  the  minimum,  this  50  millicm. 
But  we  do  proi>ose  to  cJiange  the  bwisis  so  that  our  cropland  retirement 
program  trears  in  as  the  other  one  ^ars  out  at  10  million  a  year  in 
and  10  million  in  of  ours,  I  do  not  think  there  is  any  question,  thon|dii 
but  what  the  arreaco  that  we  retire  will  take  out  a  great  deal  mote 
productivity  than  the  present  program  where  they  are  able  to  select 
the  ficreagc  in  a  small  quantity  of  a  given  crop  that  they  ar«  retiring. 

Senator  Dole.  The  .10  million  figure,  is  that  a  reduction  in  the  former 
Farm  Bureau  thinking? 

Mr,  Shuman.  Fifty  million  acres? 

Senator  Dole.  Has  that  l)cen  your  general  policy  during  the  years 
or  is  that  a  smaller  acreage  ? 

Mr.  SHirMAN.  A  year  ago  wc  came  out  of  our  convention  with  (his 
progi-am  and  it  was  tlie  same  in  that  proposal. 

Senator  Omns.  May  I  ask  a  question  right  there?  What  will  that 
cost? 

Mr.  SiiTTMAN.  Our  e.ftimatc  of  the  cost  of  the  profrram  is  that  in  the 
fii-st  year  or  two,  first  few  years,  our  program  wdl  cost  pnictiall.T 
the  same  as  the  present  program,  but  then  as  time  goes  on,  it  will  gesr 
down.  It  will  tend  down. 

Senator  Curtir.  I  mean,  the  cost  of  the  retirement  land  al(me. 

Mr.  Shusiax.  Well,  under  our  program  in  the  first  year,  of  conW 
the  payments  would  be  on  the  basis  of  approximately  80  percent  oi      ; 
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what  they  now  are.  We  have  not  made  an  exact  calculation  but  roughly 
it  would  be  almost  tiie  same  for  the  first  year,  then  a  graduated  scale. 

Senator  Cdbtis.  At  the  end  of  5  years  what  would  you  be  paying? 

Mr.  Shdhan.  At  the  end  of  5  years  you  would  be  down  perhaps  to 
where  you  would  have  about  20  to  30  percent  of  the  present  program 
and  after  the  expiration  of  the  contract  it  would  be  down  below  the 
present  program  costs. 

The  Chathman.  You  say  20  percent  of  the  present  cost  ? 

Mr.  SnnMAN.  Twenty  to  30  percent,  I  guess,  at  the  end  of  the  5 
years. 

The  Chairmak,  Well,  the  present  cost  is  exclusive  of  Public  Law 
480.  It  is  3.7  billion. 

Mr,  Shuman.  Yes. 

The  Chairman,  You  think  vou  can  carry  this  out  with  $600  million 
or  $700  million? 

Mr.  Shdmax.  Yes. 

The  Chairman.  You  are  very  optimistic. 

Senator  Dole.  How  does  the  Farm  Bureau  justify  a  retirement  pro- 
gram with  the  general  public,  in  effect,  paymg  a  man  not  to  farm? 
This  is  the  cliche  used  m  urban  areas  and  I  assume  by  some  urban 
members  of  the  Congress. 

Mr,  Shtjmax.  Of  course,  our  program  is  designed  to  eliminate  this 
payment  not  to  farm  by  a  gradual  iranaition  period  and  the  cropland 
retirement  part  of  it  is  the  part  of  the  transition.  The  objective  of  our 
program  is  to  eliminate  the  payment  for  cropland  retirement.  That  is 
the  objective.  But  we  are  taking  10  to  15  years  to  do  it. 

Senator  Dole.  How  can  you  justify  the  Government's  role  in  this? 
Why  does  the  Government  have  a  responsibility  to  pay  a  man  so  he 
can  retire  his  land? 

Mr.  Shuman.  Well,  under  the  present  program,  of  course,  the  justi- 
fication has  been  this — we  needed  adjustment  of  production  and  that 
they  were  paying  to  get  adjustment  of  production.  It  has  not  actually 
worked  out  tliat  way. 

Under  our  program  the  justificntion  for  the  payment  is  to  make  the 
transition  to  get  from  where  you  are  paj'ing  them  not  to  produce  to 
where  we  hope  to  be  several  years  hence  where  they  will  not  be  paid 
not  to  produce.  In  other  words,  producing  for  the  market. 

Senator  Dole.  Thank  you. 

Senator  Curtis.  Fifty  million  acres  costing  $600  million  will  be  $12 
an  acre. 

The  Chairman.  And  what  about  the  lowest  that  may  be  sustained 
by  the  Government  on  these  loan  programs?  How  does  that  come  in? 

Mr.  Shuman,  Let  me  get  this  in  perspective.  Now,  after  5  years 
under  our  program,  many  of  these  contracts  that  were  entered  into 
the  first  year  would  lie  expired.  And  there  would  be  some  that  were 
entered  into  the  second,  third,  and  fourth,  and  fifth  year  that  would  be 
continuing.  I  said  about  30  percent.  I  think  I  should  correct  this  be- 
cause it  would  be  higher  than  that.  I  have  not  figured  it  with  a  pencil. 

The  Chairman.  That  is  why  I  said  you  were  optimistic. 

Mr.  Shuman.  You  are  correct. 

The  Chairman.  I  wonder  if  you  could  think  about  that  because  we 
are  about  to  take  a  recess  now. 
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Senator  Curtis.  I  am  throiigh. 

Senator  IJole.  I  am  tiiiislieoT 

Til©  Chairman.  I  know.  But  I  am  not.  And  you  liave  five  more 
Farm  Itiireau  iwople  here  that  want  to  be  heard, 

Mr.  SiiuMAx.  Four. 

Tlie  Chairjian.  Can  yon  be  back  at  2  o'clock^ 

>Ir,  SiiuMAN.  Yes,  sir. 

Tlie  Ciiairmax.  We  will  iwess  until  2  o'clock. 

("Whereupon,  at  12:40  o'clock  p.ni.,  tlie  hearing  was  recessed,  to 
rwoiivcne  at  il  p.m.,  this  day.) 

AFTERNOON    SESSION 

The  CiiAiRiiAN.  The  committee  will  come  to  order. 

Senator  BErxsiox.  Mr,  Chairman,  I  am  son-y  I  had  to  miss  some  of 
the  committee  meetings  and  I  have  to  catch  a  plane  in  about  30  minutes. 
Could  I  ask  Mr.  Sliunian  a  couple  of  questions? 

First  of  all,  Mr.  Shuman,  I  want  to  say  that  I  generally  agree  with 
your  concept  of  maximum  freedom  and  the  least  possible  reliance 
upon  the  Federal  Treasury,  but  there  are  a  lot  of  things  about  the 

£  resent  pi-ogram  I  do  not  like.  I  am  a  wheat  farmer  and  I  do  not  like 
;ing  thought  of  as  a  welfare  recipient.  I  guess  the  costs  to  administer 
the  program — and  I  know  i>ersonally  of  some  of  the  abuses  that  take 

Elace.  "i  et,  I  have  some  reservations  about  tlie  results  of  what  would 
appen  if  we  went  the  way  you  have  indicated  in  your  testimony  this 
morning  and  became,  you  might  say,  totally  dependent  upon  the 
iVmericiiii  market,  and  to  bring  out  my  reservations  to  get  your  re- 
action, I  would  like  to  ask  you  a  couple  or  three  questions. 

In  the  first  place,  how  many  people  do  you  feel  would  be  dis- 
placed out  of  agriculture  if  your  land-requirement  program  went  into 
effect? 

Mr.  SiicM.vN,  Senator,  I  do  not  believe  there  would  be  anybody  dis- 
placed out  of  agriculture  as  a  result  of  our  program  going  into  effect 
any  more  than  lias  been,  are  being  displaced  now  by  the  same  set  of 
factors.  In  other  words,  I  feel  very  strongly  that  our  program  is  no 
more  and  perhaps  much  less  disruptu'e  in  this  matter  of  the  availabilitr 
of  fanns  than  tlie  present  program  and  the  factors  remain  about  the 
same  that  are  causing  people  to  leave. 

Senator  Belljion.  Well,  now,  the  difference  is  that  at  the  preeenl 
time  we  are  not  retiring  whole  farms.  Say  40  million  acres  of  layout 
land  or  set-aside  reserve,  whatever  you  want  to  call  it,  but  out  comes 
a  little  chunk  from  each  little  operator  who  then  continues  to  live  on  bis 
land  and  produce.  If  we  go  into  a  large-scale,  long-term  plan,  we  an 
going  to  take  whole  units  out  and  something  has  to  happen  to  these 
people. 

Mr.  SiitMA^".  My  point  on  that  would  be  that  each  year  for  tie 
last  several  years  we  nave  had  to  make  a  further  cut  in  the  acreage 
allotments  or  quotas  as  the  case  might  bo,  under  the  present  pn^rains- 
Each  time  you  cut  a  little  bit  more  that  means  in  every  farm  com- 
munity in  the  United  States  these  fellows  who  have  the  indebted- 
ness, the  machinery,  llie  family  to  keep  and  all  are  under  that  mocli 
more  pressure  to  get  additional  income.  They  just  do  not  sit  on  tJs 
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remainiiig  acres.  When  a  5  or  10  percent  further  cut  ctunes  along  tliey 
look  around  the  community  to  lease  whatever  land  they  can  gS;  and 
they  are  pushing  others  out  of  agriculture  all  along. 

I  have  a  friend  just  this  winter  pushed  off  the  farm  he  had  been 
farming  a  number  of  years  because  one  of  these  fellows  who  said  I 
cannot  continue  with  tne  present  acrenge,  they  are  cutting  me  again, 
so  he  succeeded  in  convincing  this  landlord  that  it  would  be  better 
for  him  to  rent  this  farm  and  nere  this  fellow  is  clear  out. 

The  Chairman.  Was  that  a  wheat  farm  ? 

Mr.  Shuman.  No,  Tliis  is  cash  grain,  feed  grain. 

The  Chairman.  Those  are  voluntary  programs.  He  did  not  have 
to  cut  back, 

Mr.  Shuman.  No,  But  lie  was  a  victim  of  the  other  fellows  who  went 
along  on  the  voluntary  program  and  had  their  acreage  reduced  so 
they  went  out  to  compete  for  more  land.  No.  It  is  the  same  thing,  I 
think. 

Senator  Bellmon,  I  am  not  sure  I  agree  with  you  but  let  me  ask 
another  question. 

Let  us  talk  now  about  the  wheat  business.  We  produced  about  a 
billion,  400  million  bushels  of  wheat  in  this  country  last  year.  Of  this, 
fiOO  million  were  used  domestically  for  human  food  ana  200  million 
for  animal  feed  and  the  balance  expoi-ted  or  into  the  carryover. 

If  we  became  dependent  upon  the  American  market,  even  though  we 
were  able  to  get,  let  us  say,  parity  which  no  one  quite  knows  I  suppose 
just  what  parity  is,  but  at  any  rate,  if  we  were  able  to  get  an  Ameri- 
can price  for  our  wheat  production,  how  much  less  wheat  do  you  feel 
we  would  produce  than  we  do  now  ? 

Mr,  Shuman.  You  mean  if  we  wereto  be  cut  back? 

Senator  Bellmon.  No,  Let  us  forget  about  cutting.  I,iet  us  just  say 
we  depend  on  the  American  market  and  get  an  American  price  for 
our  wheat.  What  would  happen  under  your  proposal  ? 

Mr.  Shuman.  No.  Our  proposal  is  not  to  be  restricted  to  the  Ameri- 
can market.  Our  proposal  is  to  go  into  the  world  markets  to  compete 
for  these  markets  on  the  basis  of  quality  and  price  and  everything 
else. 

Senator  Bellmon,  At  what  price,  then,  do  you  feel  we  can  move 
n-heat  in  the  world  market  ? 

Mr.  Shuman,  I  think  that  there  are  several  things  that  have  to  be 
done  at  the  same  time.  Our  program  will  not  work  if  we  continue  the 
kind  of  acceptance  that  we  have  had  in  our  Government  channels,  in 
the  State  Department  particularly,  of  backing  out  of  world  markets 
all  over  the  world,  and  sitting  back  while  they  erect  barriers.  We  con- 
template an  aggressive  program  to  negotiate  for  the  reduction  of 
these  barriers. 

The  EEC,  for  instance,  and  all  the  other  countries  around  the  world 
have  used  as  a  justification  for  raising  these  variable  duties  and  other 
restrictions,  they  have  used  as  a  justification  the  fact  that  we  are  mak- 
ing payments  to  fanners,  I  had  this  thrown  up  and  we  have  had  it  in 
the  GATT  sessions. 

I  visited  with  the  EEC  people  and  repeatedly  they  say  the  justifica- 
tion for  the  barriers  we  have  got  against  your  feed  grain,  wheat,  cot- 
ton and  all  the  rest  is  the  payments  you  are  making. 
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Now,  our  program  envisages  an  aggressive  movement  to  reduce  theee 
restrictions  m  trade.  No.  We  will  expand  sales. 

Senator  Bellmon.  Atwhat  j>rice* 

Mr.  SmjMAN.  Atahigherpric©. 

Senator  Bellmon.  How  high ! 

Mr.  SiiuMAN.  Who  knowsfWe  have  been  -57  years  without  a  market 
sysf  em  in  operation.  I  do  not  know  how  high  it  will  go. 

Senator  Beu-mon.  Let  us  be  honest  with  the  committee.  Do  yo« 
really  think  we  could  sell  another  bushel  overseas  if  we  raise  the 
price?  If  we  do  lower  our  American  price  or  do  away  with  the  certifi- 
cate program  and  let  us  sa^,  our  price  of  wheat  here  even  went  to 
$1.50  we  would  lose  every  bit  of  our  export  market  Canada  is  full  of 
wheat,  3  years'  supiJy,  some  of  it  selling  for  75  cents  a  bushel  and 
less. 

Mr.  Skuman.  I  am  not  proposing  we  raise  the  price.  I  say  if  we  go 
to  producing  and  competing  m  the  world  market  we  will  find  wlut 
kind  of  wheat  we  can  produce  and  get  a  higher  price  and  which  ones 
will  take  a  lower  price.  Some  of  the  wheat  we  have  been  Belling  has 
been  sold  at  feed  grain  prices  and  dumped  on  the  world  market.  We  are 
one  of  the  nations  that  has  helped  destroy  the  price  of  wheat  on  the 
world  market. 

All  I  am  saying  is  that  if  we  go  to  the  market  system  and  we  lu^ 
tiate  with  these  other  countries  to  reduce  their  barriers  we  have  got  a 
chance  to  get  back  to  the  market  system  and  that  will  be  a  higher  price 
for  the  better  quality  wheat. 

Senator  Bellmon.  Well,  are  you  saying  that  the  wheat  the  Cana- 
dians have  is  poor  quality  ? 

Mr.  SiiuMAN,  No,  because  it,  of  course,  is  not  poor  quality.  Some  of 
it  is  feed  quality. 

Senator  Bellhon.  How  are  we  going  to  sell  our  wheat  at  a  price  feir 
to  the  American  producers  in  world  competition  with  the  Canadian 
wheat  if  we  get  the  price  higher ! 

Senator  Jordan.  And  Australian  wheat,  too. 

Senator  Bellmon,  That  is  just  one  of  the  many  countries. 

Mr.  SiiDMAN.  I  am  not  saymg  you  are  going  to  fix  the  price  higher. 
We  are  going  to  find  a  higher  price  for  the  quality  of  wheat  when  we 
get  in  the  business  of  seUmg  according  to  what  the  quality  will  briiu. 
This  is  what  we  have  not  been  doing.  We  have  been  prcKlucing  mil- 
lions of  bushels  of  wheat  both  in  Canada  and  the  United  States  th«t 
have  been  fixed  quality,  feed  quality  wheat.  We  have  put  them  in  CCC. 
CCC  dump  them  all  over  the  world,  into  the  feed  grain  market,  whest 
market.  We  are  wrecking  the  price. 

Senator  Bellmon.  Are  you  saying  we  are  wrecking  it  because  the 
quality  is  low? 

Mr.  Shttman.  No.  I  am  saying 

Senator  Bei,lmon.  T^et  us  leave  quality  out  of  it.  There  is  nothing 
wrong  with  ours  nor  the  Canadians. 

Mr.  Shuman.  We  produce  all  kinds  of  quality,  goods  and 

Senator  Betxmon.  I  can  take  you  to  an  elevator  in  Enid,  Oklti 
where  they  can  blend  you  any  kind  of  wheat  you  want.  Yon  can  mite 
muffins  or  crackers  or  spaghetti  out  of  it  There  is  nothing  wrong  with 
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the  quality  of  American  wheat.  I  think  you  are  simply  deluding  your- 
self if  you  think  we  can  increase  quality  and  increase  markets  thereby. 
The  only  way  you  sell  wheat  ia  at  a  price. 

Mr.  Shuman.  I  did  not  say  increase — we  are  producing  the  milling 
quality  of  wheat,  the  feed  quality  and  the  Canadians  the  same  way. 

Senator  Bellmon.  There  is  nothing  wrong  with  the  quality. 

Mr.  SuuMAN.  No,  nothing  wrong  with  the  quality.  We  need  the  feed 
quality  of  wheat  as  well  as  the  mining  quality  but  under  the  present 
pr(^n*am  the  price  support  is  the  same  basis  for  the  milling  quality  as 

Senator  Bellmon.  Gienerally. 

Mr.  Shuman.  Generally  speaking,  it  is  the  same.  The  same  sub- 
sidy payment.  What  I  am  saying  is  our  program  would  put  each  quality 
of  wneat,  whetJier  it  was  milling  quality  or  feed  quality,  into  the 
market  system  on  its  own  basis  and  you  would  not  have  that  artificial 
transfer  of  hundreds  of  millions  of  bushels  into  one  market  or  the  other 
by  action  of  CCC. 

Senator  Bellmon.  I  do  not  quarrel  with  that  but  my  point  is  that 
even  under  the  present  program  which  gives  a  farmer  a  certificate  pay- 
ment which  is  supposea  to  give  him  an  American  price  for  that  part  of 
his  wheat  that  is  used  for  American  food,  and  has  let  the  rest  of  the 
wheat  market  come  back  in  the  feed  lot  grain  price  or  world  market 
price,  and  this  is  bad  quality  wheat,  I  am  not  talking  about  inferior 
quality. 

Mr.  Shttman.  Feed  wheat  is  a  good  quality. 

Senator  Bellmon.  The  only  thing  that  makes  it  feed  wheat  is  its 
price. 

Mr.  Shuman.  Some  of  it  is  mixed. 

Senator  Bellmon.  Some  of  the  wheat  that  would  be  ordinarily 
shipped  goes  into  the  cattle  feeding  channel  w'hen  the  price  gets  com- 
petAive  with  corn.  My  point  to  ^ou  is  if  we  let  the  j>rice  of  this  wheat 
oome  up  even  10  cents  a  bushel  in  tfbis  country,  ri  it  does,  we  lose  our 

Trt  market. 
r.  Shuman.  If  we  at  the  same  time  we  ar»  doing  that,  have 
succeeded  in  Convincing  the  French  that  it  is  not 

Senator  Bellmon.  Let  us  talk  aboiA  tihe  Frenoh.  They  are  a  wheat 
exporting  country. 

Mr.  Shuman.  Because  thev  subsddize  the  production  of  wheat.  If 
we  come  down  on  our  own  suosidies,  there  is  no  reason  why  we  cannot 
with  a  good  deal  of  hope  for  success,  demand  that  they  come  down 
on  tiieir  subsidies. 

Senator  Bellmon.  Do  you  have  any  basis  tor  that  i 

Mr.  Shuman.  Yes,  sir,  a  lot  of  basis.  I  have  talked  to  our  negotia- 
tors who  were  in  Che  last  GATT  sessions  and  they  said  the  main  rea- 
son we  could  not  get  any  concession  is  because  of  the  direct  payments 
program  that  we  have  in  this  country. 

Senator  Bellmon.  I  have  only  been  there  once  but  I  remember  very 
clearly  in  the  last  2  years  they  had  riots  in  France  because  farmers 
were  protesting  the  low  price  of  their  products.  Do  you  think  the 
politicians  of  France  are  going  to  be  able  to  force  those  prices  lower 
wfthout  being  tarred  and  feathered? 
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Mr.  SiiDMAS.  Yes,  sir,  because  they  need  our  money.  They  are  ao 
badly  bent  so  far  as  tlieir  sujiport.  ]>o]icies  now,  they  do  not  know 
where  they  are  going  to  pet  the  money. 

Senator  Bellmox.  Your  position  is,  then,  thnt  they  could  logically 
increase  the  price  of  w4ieat  in  this  country  and  not  lose  our  export 
markets  and,  therefore,  if  we  were  to  do  away  with  the  present  farm 

Krogram  and  rely  strictly  on  the  American  market  that  we  would  not 
»se  any  of  our  production  capability  or  we  would  not  have  to  cut 
back  on  our  production. 

Mr.  Smuman.  Yes.  If  our  program  goes  into  effect.,  there  will  be 
some  adjustment  downward  in  wheat  production,  particularly  in  some 
areas.  Take  my  own  county,  Moultrie  County,  where  I  live  aJid  where 
we  farm  and  raise  a  little  bit  of  wheat.  I  was  on  the  first  wheat  control 
committee  in  1933  and  we  had  176, 1  believe  it  was,  farmers  who  had 
ft  base  wlio  produced  wheat  1  year  in  the  last  n.  We  got  over  2,800  in 
that  county.  Xow,  the  wheat  we  produce  there  is  produced  for  the  CCC. 
It  is  mixed  wheat.  It  ordinarily  will  not  go  into  the  milling  market  at 
all.  It  is  not  soft  wheat,  it  is  hard.  Most  of  these  producers  would 
go  out  of  the  production  of  wheat  verj-  rapidly  under  our  program. 

Senator  Bellmox.  Why  do  they  proliuce  it  now  f  Why  do  they  not 
raise  com  ? 

Mr,  SiiuMAN,  To  get  the  paj-ments  is  the  maan  reason,  Hiese 
pavments  come  in  right  handy, 

Senator  Reixskin,  I  think  that  is  a  very  valid  point  we  ought  to 
cor^der. 

The  Chairman.  They  arc  all  voluntary  pi-ograms  and  they  choose 
that  because  it  is  better  for  them  to  do  it  that  way. 

Mr.  SiiUMAN.  The  payments  are  very  good. 

The  Chairman.  Under  your 

Mr.  SiiUMAN.  The  payments  are  real  attractive. 

Senatwr  Bellmon.  But,  now,  if  tbe  price  of  wheat  stays  down  whew 
it  is,  say  $1.25 — I  do  not  know  what  it  is  in  your  area — are  not  those 
producers  going  to  be  drawn  into  higiher  income  crops? 

Mr.  SiruMAN.  Yes.  And  they  should. 

Senator  Bellmon.  I  would  think  so. 

Mr.  SiniMAN.  They  should. 

Senator  Be!.i,mon,  I'jven  under  the  i>rcsent  program.  I  cannot  see 
that  our  present  program  causes  them  to  stay  in  the  wlieat  business. 

Mr.  SiiiMAN-.  Ob,  ves.  We  would  not  have  jrone  from  120  or  130 
to  2,800. 

Senator  Rei-lsios,  Well,  tliis  change  happened  back  when  we  had 
wheat  supported  at  around  $2  a  bnslicl. 

Mr,  Shiiman.  It  is  pretty  steady. 

Senator  Jonn,vN,  Will  the  Senator  vicld?  Talking  almut  getting 
out  of  this  corp  into  another  more  profitable  crop  is  that  pretty  soon 
you  have  got  a  glut  on  the  market,  Kig'ht  now,  you  know,  we  »« 
producing  too  manv  woylK'nn's.  We  arc  running  into  problems  export- 
nig  our  fwylx-ans.  'take  tlic  sunflower  seeds  from  Russia.  You  know 
w^iere  they  come  from, 

Mr,  Siirsi.vN.  Senator,  that  has  liapi)ened  under  the  present  prp- 
gi-anis.  IVe  liinc  seen  a  tienit'iKlous  increase  in  soybean  production m 
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atiiem  States  because  they  were  running  out  of  cotton  or  something 
s  into  soybeans. 

Hbw,  it  is  far  bett«r  that  this  be  done  in  response  to  market  demands 
in  as  a  result  of  some  program  which  forces  them.  The  program 
■ced  us  into  the  wheat  bu^ness  in  Moultrie  County,  really  induced 
by  the  liberal  payments.  The  soybean  production  has  been  in 
ifbuma,  Mississippi— this  has  been  an  artificial  stimulation. 
Senator  Bellmon.  My  opinion  is  the  f^i-mer  is  the  smartest  man 
the  United  Slates.  He  is  smarter  than  the  man  who  runs  the  cotton 
II.  They  do  not  have  very  much  sense.  They  sell  below  cost  all  the 
le-  They  think  by  more  volume  you  will  get  along  better.  But  the 
mer  can  make  more  money  raising  soybeans  than  he  can  cotton, 
inuts,  tobacco.  He  just  switches  to  soybeans.  There  is  no  reason  why 

cannot  by  law 

Ux.  Shuman.  That  is  why  we  are  important  to  them. 

Senator  Jordan.  Then  they  get  too  miwih  and  coMie  running  into 

Senator  Bellmon.  My  point  in  this  line  of  questioning  is  to  try  to 
ablish  the  fact  that  a  strictly  market  situation  would  work  wonder- 
lly  if  we  depend  on  our  American  consumer  to  disiJose  of  all  our 
oduction,  but  when  we  have  really  two  markets,  one  American 
irket,  perhaps  two  American  markets,  food  market  and  feed  grain 
trket,  and  an  export  market,  I  do  not  see  how  you  are  going  to 
vise  a  system  much  different  than  the  one  we  have  that  will  take 
re  of  this  complex  situation. 

Mr.  Shuman.  Well,  let  me  say  that  the  adjustment  will  be  easier 
we  were  producing  something  strictly  for  the  American  market 
t  over  the  last  several  years  this  distortion  has  gotten  woi-se.  If  we 
d  not  had  these  programs  we  would  not,  in  my  judgment,  at  least, 
ve  had  these  growing  barriers  and  subsidies  that  have  been  erected 
1  around  the  world  to  keep  these  people  in  competition  wibh  our 
bsidized  production. 

Now,  there  is  no  end  to  this  except  final  disa.ster,  complete  disaster, 
e  are  going  to  destroy  the  market  completely  on  the  cotton  crop, 
e  are  probably  going  to  phase  out  of  the  wheat  production  business 
we  continue  the  present  program.  The  only  alternative  is  to  let  these 
>ps  be  produced  where  they  can  be  produced  most  effectively  and 
Lciently. 

I  think  we  can  continue  to  he  an  important  producer  of  cotton  and 
leat  if  we  are  competing  on  world  markets,  not  Moultrie  County, 
inois,  but  most  of  the  major  wheat  producing  areas,  yes. 
Senator  Bellmon.  I  do  not  know  about  the  level  of  income  of  farm- 
3  in  the  area  you  come  from  but  my  income  tax  man  figure.?  many, 
iny  farmers'  income  tax  returns  and  in  our  area  last  vear,  I  should 
7  1968—1  do  not  know  what  happened  in  1969  but  in  1968  which 
15  a  good  year,  no  disaster  as  far  as  weather  or  cattle  prices  were 
ncerned,  we  had  the  wheat  program  in  effect  but  there  were  very 
w  farmers  in  our  area  that  showed  any  net  income  at  all.  Not  giving 
em  any  credit  for  their  investment  or  labor,  they  just  did  not  make 
:penses.  This  is  a  wheat  and  cattle  country.  IVlien  you  take  out,  if  you 
ere  to  take  out  the  certificate  payment,  those  farmers  would  al]  be 
it  of  business  in  tlie  course  of  a  very  short  time.  They  could  not  stay 
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in  business  while  you  negotiate  with  the  French  and  try  to  bring  about 
these  adjustments  you  hope  would  occur  and  certainly  they  are  not 
going  to  occur  until  we  dispo);©  of  tlie  carryover  we  have. 

Mr.  ^iii.MAx.  Senator,  of  course,  ail  that  disaster  has  occurred 
under  tlie  [n-ograuis  we  have  and  it  is  tlio  worst  as  you  know,  with  the 
l»mdu(.-ei-s,  of  i-oui-bc,  that  were  supposed  to  liave  been  helped  with 
these  progi-anis.  Tliis  is  wliy  we  want  to  cliange,  because  of  this  disaster 
wlijcli  is  still  on  our  backs. 

Xow,  with  ihe  fact  that  we  have  incorporated  in  liere  many  pro- 
\isiims  to  iHiike  it  so  that  there  will  not  be  a  serious  effect  of  the 
iidjustnipnt,  tlie  fact  tliut  we  pi-ovide  for  payments,  that  fact  tliat 
we  i)ro\ide  for  i>rice  supports,  tlie  fact  that  we  provide  prohibition 
oil  the  Secretary  of  Agriculture  or  CCC  from  dumping  it  unless  the 
[jrice  i^  lit  l('ji>t  150  [X'rcent  of  tiie  loan  levels,  these  are  provisions 
wliich  are  intended  to  prevent  any  serious  adjustment  pi-oblems,  and 
most  obviously,  the  most  obvious  thing  in  the  present  situation  is  that 
we  are  in  a  mess,  particularly  with  the  fann  program  crops,  and  that 
means  we  ha\*e  got  to  change  directions. 

Senator  Bei.i.mon.  I  am  not  sure  1  agree  and  I  am  going  to  Stop. 
To  nie  the  salvation  of  the  farm  problem  is  beginning  to  appear  and 
tliat  is  increased  meat  consumption  and  hopefully  as  some  suggested, 
we  arc  going  to  be  able  to  soon  market  ft  great  deal  moie  of  our  meat 
abroad,  and  it  seems  to  me,  the  Farm  Bureau  would  be  very  wise  to 
emphasize  tlie  improvement  of  our  diet  in  tliis  country  and  the  im- 
proved export  [trograms  and  perhaps  even  some  subsidies  to  get  this 
meat  moved  into  the  world  market. 

I  am  of  tlie  opinion  that  while  your  theory  is  sound,  we  cannot  eat 
theories  or  pay  olf  mortgages  wiili  them  and  while  we  are  trying  to 
do  this,  we  are  going  to  liave  a  disaster  in  agriculture. 

Let  me  ask  one  other  question  and  then  I  will  quit. 

One  of  the  things  that  I  think  farmers  can  do  for  the  country  and 
the  Congress  would  find  extremely  popular  with  our  voters  is  to  pro- 
\-ide  move  outdoor  recreational  opportunities  for  city  people.  WouM 
the  Farm  Bureau  approve  of  including  in  the  farm  program  a  substan- 
tia] amount  of  money  to  be  used  in  improving  outdoor  recreational 
opportunities  in  this  country? 

Mr.  Shcm.\x.  Our  bill  provides  that  the  one  alternate  use  of  tliis 
land  as  retired  can  be  for  recreational  and  consen-ation  purposes.  I 
do  not  tliink  a  decision  on  the  recreational  appropriations  should  be 
included  in  farm  legislation.  It  does  not  really  aim  at  the  problem  vt 
have  here  of  legislation  tihat  has  stimulated  production  and  ^  vs 
into  a  lot  of  trouble.  We  are  willing  and  do  have  in  our  bill  provisioM 
to  encourage  the  use  of  this  land  for  recreational  purposes,  yes,  but 
it  ought  I  o  be  n  separate  consideration. 

Senator  Bei.i.mox,  If  you  were  a  city  Congressman  and  wanted  to 
vote  for  a  farm  bill,  do  yon  think  it  might  be  well  to  put  the  t'"' 
together  ? 

j[r,  SiirirAv.  AVell,  yon  know  as  we  approach  this,  we  are  so  des- 
perate with  this  disaster  wliinb  ]ias  fallen  on  us  under  this  preffit 
lepslation  we  are  looking  for  allies  most  anywhere. 

Senntor  Ri;r.i,Mo\-,  That  isall,  Mr,  Chairman. 

The  CnAiKsr.\x.  Mr,  Sommerville,  I  understand  you  have  a  pi*" 
lem  to  get  back  lioirie  this  evening.  So,  you  may  proceed. 
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TEMEHT  OF  ILOTS  90KKEBTILLE,  f  KESIDENI,  COLORADO 
&BX  BUB£AU,  GRAUD  JITlICTIOlir,  COLO.,  ALSO  BEPSE^NTDrO 
EB  AUEBICAN  FABH  BTTBHAU  ITSEBATION 

[r.  SoMMERviLLE.  Senator  Ellender,  we  are  appreciative  of  the 
•ortunity  to  appear  before  your  committee  and  express  the  wishes 
lie  Farm  Bureau  members  m  Colorado.  The  farmers  and  ranchers 
^lorado  voted  in  1968  and  by  their  vote  for  a  change  in  direction 
be  Groveniment  farm  programs.  It  was  under  the  act  of  1965,  the 
«t  and  feed  grain  growers  have  experienced  reduced  acreage  in 
r  idlotments  and  also  lower  prices  and  the  continued  threat  of  the 
amodity  Credit  dumping  in  the  market  keeps  the  market  price  of 
wheat  and  feed  grains  m  a  turmoil  and  it  has  lowered  the  prices 
he  fanner, 
iecause  of  the  wheat  trade  convention  agreement,  the  export  market 

been  demoralized  by  exporters  and  by,  of  course,  price  cutting 
majiy  of  the  foreign  producers  in  the  market.  The  Farm  Bureau's 
ifram  is  for  expanding  the  foreign  markets  and  our  wheatgrowers 
w  we  must  be  able  to  compete  in  the  foreign  markets  so  as  to  move 
■eater  percentage  of  their  production  in  this  area. 
0,  the  phaseout  program  of  Farm  Bureau's  approach  will  give 

farmers  the  opportunity  to  produce  for  a  market  with  the  ex- 
ded  retirement  programs  and  the  opportunity  to  produce  on  addi- 
al  acres  as  t!he  transition  goes  on,  our  farmers  will  fare  much 
er  in  this  new  approach  instead  of  continuing  a  program  which  has 
iced  their  income  and  their  ability  to  manage  their  own  farms, 
[any  of  our  farmers  have  taken  a  typical  wheat  and  feed  grain 
Q  and  proven  to  their  satisfaction  that  they  will  be  as  well  off  or 
er  off  under  the  Farm  Bureau's  phase  out  program, 
"ur  farmers  have  faith  in  the  market  price  system  and  they  feel 
f  will  be  able  to  compete  more  favorably  on  our  market  price  pro- 
in  than  under  a  politically-oriented  program.  They  need  and  want 
tange  to  manage  their  own  farms  in  a  competitive  market  system 
1  less  Government  interference.  And  they  feel  that  this  new  farm 
roach  that  Farm  Bureau  is  proposing  will  give  them  the  oppor- 
ity  to  do  this. 

"his  is  as  much  as  I  would  like  to  say  at  this  time,  Senator, 
he  Chairman.  Well,  they  are  pleading  for  more  acres  ? 
[r,  SoMMERviLLE.  Well,  only  that  in  the  traditional  wheat  growing 
is  because  of  the  past  programs  they  have — the  allotment  continues 
■o  down  and  so  they  are  forced  not  to  produce  those  crops  that  they 
best  capable  of  producing.  And  they  reel  in  the  phaseout  program, 
'ou  phase  out  the  payment  type  and  allotment  programs,  then  the 
litional  wheat  growing  areas  will  be  moved  back  into  that  area 
ire  they  can  compete  more  favorably, 
he  Chairman.  This  will  not  cut  out  those  that  are  now  growing 

!at  that  are  not  in  the  position  of 

Ir,  SoMMBBviLLE,  No.  The  wheat  growers,  I  think,  who  know  bet- 
how  to  produce  wheat  in  that  particular  plains  area  will  continue 
row  wheat.  They  do  grow  some. 

"he  Chairman.  Do  you  think  they  can  grow  it  more  cheaply? 
Ir.  SoMMERViLLe.  I  think  they  can,  and  a  lietter  quality  wheat  also. 
Sio  Chairman,  Do  you  think  they  can  compete  with  world  prices? 
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Mr.  SousiERMLLE.  They  can  compete  if  we  expand  the  world  tnirii- 
ets  to  the  points  they  can  move  more  of  it  than  they  have  in  recent 
years. 

The  Chairman-.  Do  you  not  think  we  have  been  trying  to  do  that  in 
recent  yeai-s,  expand  world  markets  i 

Mr.  SOMMERI'ILLE.    YcS. 

Tlie  CuAHtMAx.  We  have  got  Public  Law  4S0.  We  cannot  evengtt 
rid  of  it  under  Public  Law  480. 

Mr.  SoiiMER\'iLLE,  Senator,  we  have  had  tlie  reduced  exports  in  the 
last  couple  of  j'ears  and  we  are  having  pioblenis  of  moving  our  wheat 
because  we  pnced  it  really  above  the  foreign  markets  through  the  use 
of  this  payment  approach  and  export  certificates,  and  our  grower 
feel  this  has  been  a  detriment  to  their  capabilities  of  mark^ingtbdi 
wheat. 

The  CiiAiRMAx.  Do  you  think  that  the  present  program  has  had  a 
tendency  of  reducing  world  prices  as  has  been  suggested  by  some 
witnesses  i 

Mr.  HoMsiER\ir,LE.  Well,  I  think  there  is  no  doubt  that  because  vt 
are  not  conii>etitive — ^j'ou  know,  as  they  put  this  wheat  export  cer- 
tificate on,  this  increased  the  price  on  the  world  market  and  we  just 
have  not  been  able  to  compete  with  those  other  nations. 

The  CiiAiRiLvx.  Thank  you. 

Mr.  SiJMMERviLLE.  Thank  you,  Mr.  Senator. 

The  Chairman.  All  right,  Mr.  Shuman. 

Air.  Siiumax.  Jlr.  Chairman,  I  wonder  if  you  would  like  to  go 
ahead  and  have  these  brief  statements  and  then  I  will  be  willing  to 
submit  to  questions  further.  Perhaps  Mr.  Wallace,  of  Vermont; — 

The  Chairman.  OK. 

Mr.  SiiiMAX.  President  of  the  Vermont  Farm  Bureau. 

STATEMENT  OF  KEITH  WALLACE,  FRESIIKEST,  TEBUOBT  SIAIS 
FARM  BTJBEAn,  UONTFELIEB,  VT.,  ALSO  BEFBESEHTDTa  IHS 
AHEKICAN  FAEU  BUREAU  FEDEBATTOIT 

Mr.  Wallace.  Thank  you,  Mr.  Chairman,  for  tliis  opportunity  and 
I  concur  in  what  has  been  said  and  would  like  to  make  just  a  couple 
of  additional  points  for  emphasis. 

Xo.  1,  a  bit  of  a  ditferent  slant  Ijeeause  I  come  from  the  NortheaS. 
which  is  a  feed  grain  deficit  area,  of  course.  First  of  all,  it  does  n* 
seem  to  make  sense  to  us — when  1  say  us,  I  think  I  speak  not  only  fof 
Vermont  but  for  most  of  the  agriculture  in  the  >ortheasb — to  coo- 
tinue  a  program  that  is  costly  to  the  taxpayers,  is  of  no  benefit  to 
the  consumer,  and  is  undersirable  fi'om  the  standpoint  of  the  famxr* 
and  this  seems  to  be  the  case  with  the  present  program. 

In  the  Nortlieiist  our  dairy,  ^joulti-y  and  livestock  farmers  buy  mil' 
lions  of  dollars  of  feed  grains  every  year.  In  Vermont  alone  tliisbi" 
amounts  l<»  $40  million.  This,  of  course,  is  part  and  parcel  of  oo^ 
ability  to  i-oininue  to  stay  in  agriculture,  ana  agriculture  and  itsi*- 
lated  agribusiness  income  represents  several  billions  of  dollars  inll* 
total  ^oi-thcast  economy.  So,  it  is  very  important. 

We  feci  tJiat  moving  away  froiii  allotments,  controls,  payment^ 
and  so  forth,  would  allow  the  grain  farmers  in  the  areas  from  irhi(j> 
wo  buy  to  use  maximum  efficiency  of  their  land,  their  capital,  th«r 
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l&bor,  equipment,  their  muiagement,  and  so  forth,  and  other  teclinical 
know-how,  which  would  result  in  a  dependable  supply  of  feed  grains 
at  reasonable  prices.  We  are  not  saying  they  would  go  disastrously 
low.  "Hiey  would  not  because  of  this  roadblock  by  reason  of  keeping 
tiie  price  support  in  somewhei-e  near  85  percent. 

Tne  Chairman.  You  are  familiar,  of  course,  with  the  fact  that  the 
program  for  corn  and  other  feed  grains,  as  well  as  wheat,  is  a  vol- 
untary program? 

Mr,  Wai-lace.  Yes;  that  is  right,  but  taking  away  some  of  the  re- 
strictions, we  believe  would  make  it  possible  for 

The  Chairman.  What,  for  instance?  What  restrictions?  They  can 
plant  all  they  want  now. 

Mr.  Wallace.  But  tliere  are  restrictions  in  some  controlled  crops 
and  for  this  reason 

Tlie  Chairman.  But  I  am  talking  about  the  two 

Mr,  Wallace.  Just  the  com  and  feed  grains.  Well,  back  in  the  old 
1  to  get  wheat  as  part  of  theljasic  ingredients  of  some  of 


r  poultry  and  livestock  feeding. 
TheCHAiF  "'  "    ' 


The  Chairman.  Well,  do  you  think  this  would  bring  a  cheaper  com 
than  you  now  obtain  ? 

Mr.  Wallace.  Not  necessarily,  but  we  do  think  it  would  be 
dependable. 

The  Chairman.  Well,  the  other  must  be  dependable.  You  have  got 
a  large,  an  over-supply  of  it  now. 

Mr.  Waulace.  Well,  we  hope  it  will  stay  at  least  an  adequate  supply. 

The  Chairman,  Well,  I  have  not  heard  any  complaints  about  the 
supply  not  being  adequate.  You  are  the  first  witnes  who  testifies  to 
that. 

Mr.  Wallace.  Well 

The  Chairman.  Our  supplies  have  been  adequate  for  practically 
all  of  the  main  commodities  such  as  wheat.  We  have  got  a  carryover 
now  much  higher  than  we  usually  have  and  the  corn — at  one  time  we 
liad,  I  think  it  was  81  million  tons,  and  we  got  that  down  to  about, 
between  40  and  50  million  tons.  We  have  had  that  all  along. 

ilr.  Wall-vce,  Yes,  Well,  we  frequently  hear  the  concern  expressed 
that  continuation  of  these  programs  which  hamstring  farmers  may 
result  in  their  being  discouraged  and  getting  out  of  this. 

The  Cii.iiRMAN.  Well,  as  I  understand  the  Farm  Bureau  program, 
the  ultimate  goal  is  to  produce  less  food,  both  for  human  consumption 
and  for  the  cattle  and  nogs,  in  the  hope  that  the  price  will  go  up, 

Mr,  Wali,ace.  Well,  not  necessarily  less.  A  supply  which  will  allow 
the  market  system  to  operate,  and  as  I  envisage  it,  if  the  demand  is 
adequate,  the  supply  will  increase  because  the  price  will  move  up  and, 
therefore,  farmers  will  be  encouraged  to  plant.  With  the  removal  of 
some  of  these  controls,  if  the  market  demand  goes  down,  then  the 
supply  will  go  down. 

The  Chairman.  Well,  j-ou  do  not  think  the  present  program  has 
tienefited  the  consumer  at  nil  ? 

Mr.  Wallace.  Well,  in  some  respects,  yes,  but  the  consumer— when 
Ton  add  the  cost  of  the  food  plus,  as  was  brought  out  this  morning, 
the  cost  the  consumer  pays  indirectly  through  increased  taxes,  I  think 
we  noted  that  they  have  not  benefited  at  all. 
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The  Chairman.  The  plan,  as  I  understand,  of  the  Farm  Bureau  is 
to  let  the  consumer  bear  the  cost  instead  of  the  Government,  and 

Mr.  Wallace.  Well,  yes. 

The  Chairman.  And  if  you  are  looking  for  higher  priced  wheat  and 
higher  priced  corn  iind  other  feed  grains,  that  is  bound  to  coPt  the 
consumer  more  tlian  he  is  now  paying.  I>o  you  not  tliink  so  ? 

Mr.  Waij..\ce.  Well,  not  nece:isi\rily,T>e('ause.  here  these  grain  farmers 
who  have  got  land,  they  have  machinery,  and  every  year  you  know  as 
well  as  I  that  the  farm  machines  are  made  a  little  bigger,  and  if  they 
are  going  to  use  these  to  maximum  efficiency  tliey  have  got  to  produce 
a  little  more,  and  for  this  reason  I  think  this  is  going  to  keep  the  sup- 
plies at  a  reasonable  cost  all  around. 

The  Ciiairmax.  AVell,  I  hoije  you  are  right,  but  I  just  do  not  be- 
lieve it,  because  the  prices  here,  as  I  understand  this  program,  and  I 
think  Mr.  Shuman  stated  it,  it  is  hoped  to  shift  the  cost  of  this  pro- 
gram from  the  Govemment  to  the  consumer.  In  other  words,  you  want 
higher  prices,  I  mean,  you  want  higher  prices  for  the  commodities  and 
that  will  mean  in  my  "book,  higher  costs  to  the  consumer. 

Mr.  Wallace.  Well,  one  more  point  and  this  is  along  the  same  line, 
and  that  is  that  I  tliink  that  we  can  say  in  very  recent  years  there  is  a 
slight  shift  in  nonfami  thinking  in  the  Sortneast  and  I  believe  tliis 
is  so  because  very  recently  we  had  a  Fami  Bureau  conference  at  which 
all  of  the  States  in  the  Northeast  were  repi-esentfld  and  we  liad  a  sort 
of  a  rollcall  on  what  was  being  done  relative  to  farm  taxes. 

Now,  this  has  a  bearing  in  this  way,  in  that  in  all  of  the  States, 
either  some  measure  has  already  been  passed  or  some  is  being  con- 
sidered and  nonfarm  interests  have  indicated  that  they  feel  the  time 
has  come  when  something  should  be  done  because  thev  want  to  see 
open  spaces.  They  want  to  see  farms  in  this  megalopolis  that  we  see 
on  the  eastern  seaboard. 

In  addition  they  want  hunting  and  Hshing  and  some  farm  scenery 
available.  For  this  reason  they  want  to  go  along  with  some  sort  of  a 
land  tax  relief  system  which  will  help  the  farmer. 

My  point  in  this  connection  with  this  bill  is  that  taxes  are  just  oiie 
element  of  farm  costs  and  this  business  again  of  an  adequate  supply 
of  feed  grains  at  a  reasonable  price  is  another  very  important  aspect 
because  with  dairy  and  poultry  farmers  this  is  the  most  costly  sinsle 
expense  that  they  nave.  And  I  feel  that  moving  in  the  direction  of  the 
market  system  will  be  one  more  factor  in  making  it  possible  for  us  to 
keep  some  agriculture  in  the  Northeast  which  we  need  lx>th  for  the 
food  supply  as  well  as  for  these  other  esthetic  values.  And  here  again, 
if  some  segment  of  our  agriculture  anywhere  in  the  country  lias  to 
operate  at  less  than  maximum  efficiency,  somewhere  along  tlie  line 
there  is  going  to  be  a  distortion  and  it  seems  to  me,  that  with  the  time 
being  so  important  for  a  change  in  farm  programs,  this  is  the  direc- 
tion we  should  go. 

Thank  you  very  much. 

The  CiiAiUMAX.  Ail  right. 

Mr.  SiiUMAN.  Mr.  Chairman,  I  would  like  to  call  on  Mr.  Doup,  the 
president  of  the  Indiana  Farm  Bureau  Federation  for  a  brief 
statement. 
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STATEHEFT  OF  OEOBOE  DOUP,  PBESIDENI,  ZNSIAITA  FAKH  BTT- 
KEAU,  IHDIABAFOLIS,  INT).,  ALSO  BEFBESENTDTO  TEE  AMEEI- 
CAH  PAEM  BUEEATJ  FEDEEATIOH 

Mr.  Doup.  Chairman  EUender,  I  am  George  Doupj  president  of  the 
Indiana  Fann  Bureau  and  I  certainly  appreciate  this  opportunity  to 
present  some  of  the  views  which  I  consider  prevalent  among  Indiana 
farmers. 

There  is  general  agreement  in  Indiana  that  for  a  period  of  years 
there  must  be  some  form  of  a  Federal  farm  program.  This  is  the  point 
that  Senator  Miller  was  bringing  out  this  morning.  And  we  have  had 
some  discussion  in  our  Sbate  saying  that  tihe  Farm  Bureau  was  fa- 
vorable to  no  program. 

Tliis  is  not  the  case.  There  is  a  strong  feeling  that  the  present  pro- 

fram  has  not  produced  an  acceptable  answer  to  our  farm  problem 
ilemma,  and  certainly  farmers  are  expecting  something  better  from 
this  session  of  Con_gress. 

Agriculture,  this  Nation's  biggest  industry,  has  made  tremendous 
progress  in  the  decade  of  the  sixties  but  farmers  have  not  been  re- 
warded satisfactorily  for  the  part  they  have  played  in  making  this 
improvement  possible.  Farmers  have  helped  attain  much  of  this  pro- 
gress by  rapidly  modernizing  their  farming  operations  and  accom- 
plishing a  high  degree  of  efficiency.  It  is  paradoxical  that  with  this 
modernization  and  this  efficiency,  farmers  are  still  forced  to  operate 
under  a  farm  program  that  is  not  modem  and  is  not  efficient.  Its  regu- 
lations are  tied  to  production  patterns  of  a  decade  ago  and  because  of 
this,  I  cannot  qualify  on  the  feed-grain  program  and  many  other 
farmers  cannot  quali^  under  the  feed-grain  program  because  our  pro- 
duction pattern  today  does  not  fit  when  these  bases  were  established. 

The  Chairman.  But  you  do  not  have  to. 

Mr.  Doup,  Do  not  have  to. 

The  Chairman.  Yours  is  purely 

Mr.  Doup.  It  is  a  voluntary  program  but  we  are  getting  a  good 
bit  of  static  now  from  farmers  who  are  saying,  this  neighbor  of  mine 
can  participate  but  I  cannot,  and  is  this  the  kind  of  a  farm  program  we 
ought  to  have ! 

The  Chairman.  Well,  as  I  understand — you  say  this  progarm  en- 
visions a  program  in  which  the  Government  will  still  participate  as  I 
understand  it,  after  5  years  the  only  participation  the  Federal  Govern- 
ment will  be  in  will  m  to  make  loans  under  a  certain  formula  that  is 
ffritten  in  the  bill.  What  else  will  the  Government  do 

Mr.  Doup.  Of  course 

The  Chairman  (continuing).  Under  this  program? 

Mr.  Doup.  At  that  point  we  are  expecting  Mtter  farm  prices  for 
this  fellow  who  is  not  able  to  qualify  today,  myself,  for  instance.  I  am 
operating  under  a  low  price  oecause  of  the  compensatory  payment 
program. 

"Die  Chairman.  How  many  acres  do  you  plant? 

Mr.  DoTrp.  About  200  acres  of  com. 

The  Chairman.  200  acres  of  com.  Well,  are  you  in  the  present 
program  ? 

Mr.  Doup.  No, 

The  Chairman.  Why  not? 
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Mr.  Doup.  Because  we  do  not  have  enough  land  unless  we  jgo  oot 
and  rent  additional  land  to  have  enough  base  to  have  an  economic  unit. 
.\.nd  so  what  we  are  finding  in  Indiana  today  is  that  if  we  are  going  to 
continue  this  kind  of  a  program,  and  some  of  the  farmers  are  already 
doing  tliis,  they  are  being  forced  to  go  out  and  rent  bases,  rent  acres, 
and  displace  that  person  and  try  to  get  an  economic  unit  large  enough 
to  be  practical. 

The  CiiAiRM.iN.  To  warrant  you  to  use  the  machines  that  you  have 
to  have  to  rim  the  acres,  is  that  it  ? 

Mr.  Doup.  Tliat  is  riglit,  and  so  we  have  got 

The  Chairman.  AATiat  else  do  you  grow  aside  from  com? 

Mr.  Doup,  We  do  not  grow  anything. 

The  Chairman.  Just  com  ? 

Mr.  Doup,  Feed  cattle  and  we  grow  com. 

Tlie  Chairman.  Your  own  cattle  ? 

Mr.  Doup.  Xo.  We  buy  tlicm.  We  have  a  feed  lot  in  addition  to  the 
com. 

Tile  Chairman.  Do  you  buy  any  com  ? 

Mr,  Doup,  We  are  paying  now  about  $1.10, 1  guess. 

The  Chairman.  How  much  do  you  have  to  pay  for  that  com  oow! 

Mr.  Doup.  We  are  paying  now  aoout  $1.10, 1  guess. 

The  CHAmMAN.  What  does  it  cost  you  to  produce  it  ? 

Mr.  Doup.  I  do  not  know.  It  is  according  to  what  costs  you  put  into 
this.  Wlien  you  liave  got  a  cattle-feeding  operation  where  you  use  labor 
for  that  along  with  the  production  of  com  it  is  hard  to  get  these  costs 
identified. 

The  Chairman.  Well,  it  is  your  view  that  if  all  farmers  are  per- 
mitted to  plant  whatever  they  want  without  limitation  tluit  t^at  will 
liave  the  tendency  to  make  the  price  of  com  go  lower. 

Mr.  Doup.  No,  not  if  you  liave  with  it  these  provisions  that  we  talk 
about  where  you  do  have  acreage  in  the  cropland  retirement  program 
and  if  you  do  have  these  other  restrictions  that  we  have  talked  lumut 
in  our  program. 

The  Chairman,  Yell,  how  many — you  say  you  are  short  of  aCTes 
now.  Would  you  as  a  farmer,  want  to  retire  your  acres  under  the  pro- 
gram envisioned  by  the  Farm  Bureau  ? 

Mr,  DouF.  We  might  as  we  get  older,  I  do  not  know. 

The  Chairman.  Let  us  take  you  as  an  example. 

Mr.  Doup.  All  right. 

TJie  (-HAIRMAN.  Unless  there  is  a  retirement  of  acres  somewhere, 
there  will  be  over-production. 

Mr.  Doup.  Yes,  Well,  there  is  not  any  question  in  my  mind  that  we 
have  plenty  of  part-time  f  armei-s  in  Indiana  and  plenty  of  people  who 
are  up  toward  the  age  of  60,  65,  that  we  could  get  all  of  the  retire- 
ment that  we  want  voluntarily. 

Tlie  Chairman.  Well,  what  would  it  cost?  What  would  you,  for 
instance,  cxpex^t  for  retiring  your  acres  or  any  portion  of  your  acrest 

Mr.  Doup.  Well,  ours  is  not  fair  because  we  are  close  to  a  city  and 
close  to  a  development  area,  but  I  would  think  that  you  are  going  to 
lie  tjilking  about  $20  to  $2;")  an  acre  for  this  50  million  acres  that  we 
are  talking  about. 

The  Chairman.  $20  to  $25? 

Mr,  Doup.  This  would  be  my  estimate  of  it. 
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The  Chairman.  You  mean  all  over  the  country  ? 

Mr.  Doup.  Yes, 

The  Chairuan.  Well,  do  you  know  what  the  highest  price  is  now 
paid  to  com  growers  in  your  area  to  retire  ? 

Mr.  Doup.  No,  I  do  not  know,  but,  of  course,  you  have  to  realize 
that  those  are  under  part-time— part-farm  conditions  and  a  person 
is  going  to  be  willing  to  retire  his  whole  farm  at  less  cost  per  acre  than 
he  IS  a  part- farm. 

The  CHAUiMAN,  Well,  those  who  do  not  retire  their  whole  farm, 
I  do  not  think  are  included  in  here,  the  kind  of  farm  that  you  envision 
as  I  understood  Mr.  Shuman  this  morning.  Tlie  50  million  acres  that 
were  going  to  be  taken  out,  10  eacli  year,  would  not  include  these  small 
fanns  or  the  part-time  that  you  are  speaking  of. 

Mr.  Doup.  Well,  yes.  I  consider  here  a  fellow  that  is  working  todtw 
in  a  factory  in  a  city  in  Indiana  and  he  has  got  160  acres  out  here.  He 
will  want  to  retain  ownership  of  that  160  hut  he  cannot  afford  to  buy 
the  equipment  to  farm  it  efficiently.  He  wants  to  live  out  there,  con- 
tinue to  be  a  part  of  that  community.  He  is  going  to  find  this  as  an 
alternative  that  is  acceptable  to  him,  putting  that  whole  farm  in  the 
land  retirement  program.  And  I  think  we  have  got  any  number  of  these. 
In  fact,  the  experience 

The  Chairman.  And  you  think  he  would  be  willing  to  do  that  for 
$25  an  acre? 

Mr.  Doup.  Some  of  this  will  be,  yes.  Now,  it  will  not  take  out  the 
real  top  com  land  in  Benton  County,  Ind.,  and  I  do  not  know  that  it 
should,  but  we  have  got  plenty  of  land  today  that  is  not  in  an  economi- 
cal position  to  be  producmg  com  that  could  fit  into  this  program.  They 
are  growing  cora  on  it  now.  It  really  should  not  be  growing  com. 

The  Chairman.  Why  ? 

Mr.  Dotjp,  Because  it  is  not  efficient. 

The  Chairman.  You  mean  the  land  is  not  ? 

Mr.  Docp.  The  land  is  not  suited  for  this.  It  would  better  go  into 
a  recreational  area  or  grassland  area  or  trees.  We  have  got  com  ground 
plowed  up  in  Indiana  that  should  not  be  plowed  today  at  alt  and  we 
think  this  is  a  good  alternative  for  this  and  we  have  exi>erience — tiie 
other  time  we  had  this,  the  only  thing  that  kept  this  kind  of  a  program 
from  working  before  was  lack  of  money.  It  was  not  funded  heavily 
enough  in  our  opinion.  We  had  people  waiting  at  that  time  to  put 
whole  farms  in  the  land  retirement  program  and  the  funds  were  not 
there. 

The  Chairman.  You  are  speaking  now  of  programs  that  were  put 
into  effect  prior  to  the  enactment  of  the  present  law. 

Mr.  Doup.  Yes,  this  one,  that  is  right. 

The  Chairman.  Well,  there  was  a  lot  of  criticism  about  that  at 
the  time  of  the  program. 

Mr.  Doup,  Yes,  hut  we  learned  a  lot  then,  too,  and  I  am  sure  we 
have  some  answers  today,  and  I  am  sure  if  the  sentiment  at  that  point 
had  been  to  help  make  that  one  work,  it  could  have  been  made  to  work. 
I  do  not  want  to  condemn  anyone  but  we  really  did  not  have  enthusi- 
astic support,  of  the  pi-ogram  at  that  time  that  I  think  we  have  today. 

The  Chairman.  If  this  program,  if  the  Farm  Bureau  program  goes 
into  effect,  what  do  you  thmk  will — how  much  do  you  thmk  your  com 
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will  cost  you,  that  is,  if  you  buy  any?  Do  you  think  you  can  bay  it  as 
cheap  as  you  can  now  * 

Mr.  Doup.  I  do  not  think  it  will  go  up  very  much  and  I  do  not  really 
think  it  ought  to  go  up  vei-y  much.  You  can  add  5  cents  or  10  cents  to 
a  price  of  com  today  for  farmers  and  that  is  all  profit  and  a  farmer 
does  not  liave  to  have  much  more  today  to  get  a  reasonable  profit,  and 
on  your  point  that  you  were  discussing  with  Mr.  Wallace,  you  can 
adcl  10  percent,  I  think,  to  tlie  net  income  of  agriculture  and  do  a 
tremendous  thing  for  the  faniier,  I  doubt  if  this  would  add  over  1 
or  -2  percent  to  the  consumer. 

I  i-eally  think  we  can  help  fai-mers  on  this  top  end,  on  this  net 
income,  very  easily  without  hurting  tiie  consumer  very  much. 

The  Chairman-,  Well,  we  have  had  experience  here — for  instance, 
10  years  ago,  maybe  15,  wheat  was  selling  for  about  $2.12  a  bu^el  and 
the  price  of  a  loaf  of  bread  was  about  fi-om  8  cents  to  9  cents  under 
what  it  is  now  and  wheat  is  only  selling  for  an  average  of  about  $1.81 
to  $1.9l)  at  present.  How  do  you  account  for  that  ? 

Mr.  Doup.  Well,  there  are  so  many  other  costs  in  between  there  that 
we  have  nothing  to  do  with. 

The  Cmairuan.  I  understand  that  but  still  the  miller  of  wheat  uses 
tliat  as  a  reason  to  raise  the  price  of  it 

Mr.  Doup.  But  I  still  think  the  competitive  system  in  this  countij 
will  help  do  this.  He  may  try  to  get  by  with  tliat  reason  but  again  his 
costs  are  there  and  if  they  are  not  there,  some  other  miller  is  going  to 
take  care  of  it. 

The  Chairman.  Well,  it  seems  that  all  of  the — that  the  price  of  bread 
in  a  locality  does  not  vary  much  and  it  has  all  gone  up,  notwith- 
standing the  fact  that  the  price  of  wheat  has  gone  down  by  from  20 
cents  to  30  cents  and  the  price  of  bread  has  increased  almost  50  percent 

Mr.  Doup.  1  certainly  am  not  in  a  position,  and  do  not  want  to  be, 
to  defend  the  miller.  I  feel  this  is,  what  you  are  talking  about  here, 
that  maybe  some  of  this  is  unfair  and  the  farmer  does  get  some  blame 
for  it  that  does  not  belong  on  him.  My  point  on  the  com 

Senator  Jordan.  Mr.  Chairman 

The  Chairman.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Doup.  Our  present  farm  program  is  outmoded  and  does  exclude 
a  gi'cat  many  farmers  from  participation  in  it  because  we  go  back  a 
decade  to  a  production  pattern  of  that  time  and  some  of  us  nave  had 
to  make  adjustments  since  then. 

Now,  my  second  point,  and  it  was  covered  well  this  morning,  it  is 
an  attempt  at  crop  adjustment  by  an  annual  short-term  land  retire- 
ment program  that  is  inefficient,  t  armers  realize  today  more  than  ever 
before  that  when  they  expect  and  accept  Government  commodity  pay- 
ments, thev  must  also  expect  and  accept  low  market  prices.  And  I 
think  this  knowledge  is  more  clearly  in  the  country  today  than  ever 
before,  that  whenever  the  farmer  goes  the  route  of  compensatory  pay- 
ments, the  only  reason  then  for  them  is  low  farm  prices  and  he  cannot 
have  the  payment  and  have  satisfactory  prices  together  and  he  realize 
this. 

Even  though  farmers  may  be  reluctant  to  relinquish  these  paTmeots, 
they  know  they  are  vulnerable  to,  one,  limitations,  because  of  puhlif 
clamor,  and  two,  lack  of  sufficient  appropriations  because  of  Federal 
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budget  pressures.  And  the  farmer  realizes  that,  I  think  today  as  much 
as  Congressmen  do  when  they  know  what  pressures  you  face  in  the 
budeet  picture. 

The  Chairman.  One  of  the  main  provisions  in  the  Farm  Bureau 
program  is  land  retirement.  That  is  one,  in  other  words,  to  divert 
acreage  from  crops  to  not  plant  anything  at  all.  How  would  that  differ 
from  the  one  we  have  now  f 

Mr.  Doup.  Well,  the  one  we  have  now  is  on  a  part-time  basis  and  if 
I  want  price  supports  today  or  if  I  want  a  payment  today,  I  have  two 
factors  that  I  nave  to  meet  to  qualify.  One,  I  have  to  go  back  to  my 
base,  which  is  outmoded  and  I  cannot  live  with  it,  and  second,  I  have 
a  conservation  reserve  factor  that  I  have  to  meet  that  I  cannot  live  with. 
And  so,  I  cannot  qualify  today  and  operate  our  f  arm, 

The  Chairman.  Well,  of  course,  a  while  a^  you  said  since  this  was 
on  a  voluntary  basis  you  would  not  get  anything  in  the  land  retiremrait 
end  under  Farm  Bureau. 

Mr.  DoDP.  No,  but  neighbors  of  mine  will  to  the  point  that  this 
should  improve  price  a  little  bit  and  I  will  get  this  benefit. 

The  Chairman.  You  mean  by  other  fanners  getting  out  of  the  farm- 
ing business,  you  would  benefit? 

Mr.  Doop.  Yes. 

The  Chairman.  Would  you  get  a  better  price? 

Mr.  Doup.  And  this  young  farmer  today  who  is  being  forced  to 
take  out  part  of  his  land  will  not  have  to  do  that.  He  is  going  to  get 
his  benefit  from  an  improved  price  and  he  is  going  to  have  a  more 
efficient  unit  out  there. 

This  next  point  touches  on  what  Senator  Bellmen  mentioned  a  mo- 
ment ago.  It  IS  disturbing  to  me.  Farmers  are  aware  of  what  has  been 
happenmg  in  European  countries  where  producers  have  rioted,  blocked 
the  streets  with  their  tractors  and  in  other  ways  protested,  demanding 
higher  Government  subsidy  payments.  Our  farmers  do  not  relish  going 
this  route  and  being  forced  to  resort  to  such  tactics.  And  we  have  not 
seen  anything  yet  if  we  are  going  to  expect  the  farmers  to  live  off  of 
subsidy  payments. 

I  think  the  one  that  was  just  mentioned  a  couple  of  weeks  ago  is 
just  the  beginning  of  what  might  happen  in  this  country  if  we  are 
going  down  the  road  to  the  fanner  having  to  depend  on  payments  for 
his  net  income. 

The  Chairman.  He  would  ra^er  depend  on  the  market. 

Mr.  DoDP.  Yes. 

The  Chairman.  Have  it  go  up  and  down. 

Mr.  Docp.  Yes. 

The  Chairman.  And  as  Mr.  Shuman  states,  by  having  a  scarcity  or 
food,  that  will  make  the  price  go  up  and  if  the  prices  do  go  up  on  these 
commodities,  the  consumer  is  going  to  pay  for  it  and  not  the 
Government. 

Mr.  Doup.  This  is  right.  Now,  the  consumer  is  going  to  have  to  pay 
a  little  more. 

The  Chairman.  Sure. 

Mr.  DoDP.  We  are  in  a  period 

The  Chairman.  How  much  more  do  you  think  they  will  have  to  fjny 
if  you  start  charging 
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sir.  Donr.  I  mentioned  a  while  ago  2  percent.  I  think  you  can  add 
10  pi'ixrent  to  the  net  income  of  farmers  and  probably  not  cost  the  con- 
sumer over  2  percent  in  lier  food  bill  because  that  10  percent  on  top  of 
ours  is  all  net. 

'ITie  CiiAiRMAK.  Well,  as  I  stated  a  wliile  ago,  to  the  witness  pre- 
ceding von,  10  years  ago  wheat  was  selling  for  $2.10  to  $2.20  a.  busheL 
The  price  of  bi'ead  at  that  time  was  from  8  to  9  cents  lower  per  loaf 
than  it  is  now  and  wheat  is  only  selling  for  $1,81  average.  So,  how  do 
you  accoimt  for  that  ? 

XIr.  Dorp.  Well,  it  can  be  easily,  I  think,  accounted  for.  Labor^  all  of 
tliose  other  tilings  tliat  farmers  have  nothing  to  do  with  are  in  this 
picture,  and  fanners,  I  know,  do  get  blamed. 

I  think  our  program  probably  in  this  time  in  history  is  in  the  best 
position  to  take  hold  and  worli.  The  population  today  is  about  2O0 
million  in  this  country.  By  the  end  of  this  century  we  are  going  to  be 
at  300  million.  We  are  seeing  fewer  farmers  and  this  is  going  to  con- 
tinue. Wi*  are  going  to  see  land  come  out  of  retirement  even  without 
our  program,  cities  and  roads  and  parks  and  these  sort  of  things,  so  I 
think  we  are  at  the  time  in  historj'  when  the  market  price  system  for 
agriculture  is  in  the  best  sliape  it  lias  been  and  I  think  our  opportunity 
here  at  this  time  with  Congress  is  the  greatest  it  has  been  to  get  out  of 
this  before  we  get  more  permanently  established  in  it. 

ITie  Chairman.  Let  me  ask  you  this.  Now,  I  have  contended  in 
the  past  that  although  these  programs  have  been  costly,  yet  in  the  long 
run  it  is  going  to  l>enefit  the  country  because  the  farmers  have  been 
able  to  produce  so  much  moie  under  these  programs.  There  has  been 
an  incentive  so  that  on  a  lesser  amount  of  acres  they  produce  more 
food. 

Take,  for  instance,  the  case  of  cotton.  Wiien  I  first  came  to  Washing- 
ton 33  years  ago  it  required  about  40  million  acres  of  land  to  produce 
the  cotton  you  can  now  grow  on  16.  I  attribute  that  increase  in  pro- 
duction to  the  fact  that  tlie  fanner  was  reduced  in  acres  from  year  to 
year  and  he  just  used  his  new  methods  of  cultivation  which  I  do  not 
believe  would  have  happened  except  from  a  program  of  this  kind. 

Mr.  Doup.  I  think,  though,  we  nave  had  a  technological  revolution 
in  agriculture  that  would  have  come  anyway.  It  has  come  in  some  other 
industries.  And  I  think  ivo  would  have  had  some.  It  might  not  have 
come  this  fast. 

I  do  not  think  there  is  any  question  in  the  minds  of  most  farmers 
that  tlie  programs  we  iiave  had  have  benefitted  the  consumer  and  not 
farmers  really.  The  comjiensatory  payments  principle  is  a  consumer 
subsidy,  as  I  attempted  to  point  out  a  moment  ago.  The  only  reason 
for  it  IS  for  the  establishment  of  low  farm  prices.  And  so  to  me  this 

1"  ust  says  the  consumer  is  the  beneficiary  of  this  kind  of  a  program  and 
guess  as  a  farmer  I  am  about  ready  to  let  tlie  consumer  pay  a  little 
bit  more  for  food  and  let  the  I'aimer  get  some  compensation  out  of  it. 
The  Chairman.  ^V'cll,  I  would  wager  if  we  are  going  to  let  the 
market  prevail  instead  of  the  present  method  we  have,  the  cost  of  food 
to  the  consumer  would  increase  considerably  more  than  what  the 
taxpayers  now  put  up  in  order  to  pay  these  subsidies  that  you  are 
coniplaining  about. 
Mr.  DoDF.  I  do  not  see  how  that  could  be  really. 
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The  Chairhan.  Well,  I  have  been  on  here  now  33  years  and  I  have 
watched  it. 

Mr,  Donp.  But  we  have  not  had  an  occasion,  as  Mr,  Shuman  has 
pointed  out,  for  a  number  of  years  here  where  the  market  system  has 
had  a  chance  to  work.  In  other  words,  if  these  grain  dealers  knew  that 
there  was  not  a  farm  prograjn,  knew  that  there  were  no  support  levels 
here  to  protect  them,  this  sort  of  thing,  I  think  we  would  see  a  lot 
more  competition,  industrial  competition,  in  the  food  business  than 
what  we  see  today. 

The  Chairman.  Wliich  would  mean  higher-— 

Mr,  Doup.  Which  would  mean^ 

TheCuAmuAN  (continuing).  Higher  prices. 

Mr.  Doup.  It  could  mean  lower  prices  to  the  consumer. 

The  Chairman.  Lower  prices  to  the  consumer? 

Mr.  Doup.  Well,  it  could  hold  their  prices.  In  other  words,  the 
miller  today  does  not  have  to  worry  about  a  supply.  And  so 

The  Chairman.  He  does  not.  Proceed. 

Mr.  Doup.  OK. 

The  Chairman.  I  will  not  argue  with  you. 

Mr.  Doup.  OK.  Farmers  are  willing  to  move  from  this  position  of 
vulnerability  that  I  have  talked  about  here  to  one  of  resistance  in  the 
market  provided,  and  these  are  just  covering  the  four  or  five  points 
we  had  before:  (1)  That  the  move  we  made  over  a  period  of  years  so 
that  fanners  and  markets  can  make  needed  adjustments.  Both  of  us 
will  have  to  do  this;  (2)  that  an  efficient  long-range  cropland  retire- 
ment program  be  adopted;  (3)  that  commodity  loans  designed  to  aid 
orderly  marketing  be  authorized;  and  (4)  that  commodity  dumping 
by  Government  to  hold  down  market  prices  be  restricted. 

Under  those  four  broad  provisions  I  am  convinced  our  program 
would  work.  These  provisions  are  all  incorporated  in  the  proposed 
le^slation  being  considered  here  today. 

Also,  I  would  call  to  your  attention  the  provisions  which  would  aid 
and  assist  noncommercial  farmers  in  their  transition  to  other  occu- 
pations and  in  training  for  other  employment.  This  is  an  important 
point  to  consider  in  modernizing  farm  legislation.  Fanners  will  wel- 
come a  fresh,  up-to-date  efficient  farm  program  act.  This  bill  now  being 
considered  includes  such  proposals  and  I  am  sure  has  strong  support 
in  the  State  of  Indiana. 

Thank  you,  sir. 

The  Chairman.  Thank  you. 

Mr,  Shuman.  Mr.  Chairman,  I  would  like  to  ask  Mr.  Merrill  An- 
derson, president  of  the  Iowa  Farm  Bureau  Federation,  to  present  a 
brief  statement. 

STATElCEIfT  OF  J.  MERRILL  AITDEKSON,  FRESIDEirT,  IOWA  FARU 
BUREAU  FEDERATION,  DES  UOHTES,  IOWA,  ALSO  REPRESENT- 
ING  THE  AMERICAN  FARM  BUREAU  FEDERATION 

Mr.  Anderson.  Senator  Ellender,  members  of  the  committee,  I  will 
start,  out  bv  saying  we  are  proud  in  Iowa  that  we  have  the  distinguished 
Senator  ^f  iller  as  a  member  of  this  committee.  He  is  the  sponsor  of  our 
proposal  to  bring  about  a  change  in  the  farm  progi'ams  in  this  country. 
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The  CuAiRsiAX.  WeU,  he  is  a  very  valuable  iiieinber  of  this  commit- 
tee, I  can  assure  you  of  that. 

Mr,  AxoEitsoN.  Tht'  furnipis  of  Iowa  arc  proud  of  Senator  Miller. 
He  understands,  I  tliink,  very  fully  the  impact  of  the  present  program 
and  the  need  for  a  change.  Our  farniera  certainly  indicated  fast  year 
that  they  wanted  a  change  and  they  are  looking  for  one. 

The  current  cost-price  squeeze  thi-eateiis  tiio  continuation  of  many 
of  the  family-tyije  commei-cial  farms  of  which  Iowa  agriculture  is 
predominantly  composed.  We  in  farm  bureau  believe  that  a  major 
olijectiie  of  agricultural  pnigi'anis  should  be  to  increase  farm  income 
witli  a,  minimum  of  Government  regulation.  Such  legislation  should 
assist  farms'  efforts  to  keep  production  in  balance  with  demand  and 
not  attempt  to  control  i>rice,s.  Programs  to  assist  farmera  whose  opera- 
tions are  t<xt  small  to  in-ovide  adequate  income  are  also  necessary,  if  we 
are  to  solve  the  oveiall  farm  problem.  However,  only  a  small  percentage 
of  Iowa  farmers  are  in  this  category  of  the  low-incoine  farmer. 

The  current  1-yoar  progiam  that  we  are  now  under,  will  not  pre- 
vent surpluses  and  low  feed  gniin  prices.  The  present  cheap  wheat 
hituation  r-eriously  threatens  corn  prices  as  livestock  pi'oducera  turn 
to  wheat  as  feed.  We  need  to  moie,  gradually,  to  more  effective  long- 
t«rin  liind  retirement  i>rogranis. 

tlongress,  farmers  and  the  public  want  programs  whicli  will  improve 
farm  income  at  less  (lovernment  cost.  The  Center  for  Agricultural 
and  Kcoiiomic  Development,  Iowa  State  Ifniverytty,  Ames,  Iowa,  has 
analyzed  the  long-teriii  land  iftiremeiit  program.  In  its  study  CAED 
M,  "Analysis  of  Some  Farm  Program  Alternatives  for  the  Future", 
it  states,  "Tlie  same  level  of  prices  assumed  in  this  study  could  be 
attained  under  a  long-tenn  rental  or  easement  program  at  a  savings 
iu  goverimiental  costs  of  $1.5  billion  or  more  as  compared  to  continua- 
tion of  current  luograms.*'  In  comparing  long-term  land  retirement 
with  other  alternatives,  the  study  concludes,  "Jjong-term  rental  or 
easement  progi'ams  would  have  a  nmch  lower  GovernmOTit  cost;  and, 
if  concentrated  on  a  regional  basis,  would  bring  adjustments  in  crop- 
land use  consistent  witn  demand  and  modern  techuologv," 

I  appreciate  the  opportunity  to  highlight  the  need  for  long-term 
land  retirement. 

Mr.  Chairman,  I  ai)precrate  the  op[W)rtunity  of  appearing  here  and 
if  you  have  any  questions 

The  Chairman.  You  farm  what? 

Mr,  AxDERsON.  I  farm  in  Iowa.  I  have  640  acres. 

The  Chairsian.  Do  you  consider  yourself  a  small  farmer? 

Mr.  Anderson.  I  am  an  average  farmer  today. 

The  Chairman.  How  many  people  do  you  employ? 

Mr.  Anrkrson.  We  operate  this  farm  with  two  men.  I  am  gone 
most  of  tho  time,  since  I  servo  as  president  of  the  Iowa  Farm  Bureau. 

The  Chairman.  Two  men  aside  from  yourself  ? 

Mr.  Ane>krson.  Right,  and  I  am  not  putting  in  very  much  time, 
only  on  Saturdays,  holidays. 

The  ('hairman.  Are  you  in  any  other  business? 

Mr.  Anderson,  No,  sir. 

The  Chairbian.  Are  you  taking  advantage  of  the  present  program? 
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Mr.  Anderson.  No,  sir.  It  is  impossible  for  me.  I  will  explain.  I 
served  as  a  county  agricultural  agent  for  a  number  of  years.  I  was  a 
conservationist.  So,  when  I  started  farming  in  1949  I  followed  the 
recommendations  of  our  great  Department  of  Agriculture,  Soil  Con- 
servation Service,  and  I  set  up  my  farm  program  with  the  proper 
rotations,  growing  of  legumes,  to  save  the  soil. 

"WHien  the  change  came  in  the  program  I  was  not  smart  enough  to 
foresee  this.  So,  I  am  locked  out. 

My  neighbors  were  plowing  up  the  farms  and  they  bought  the  bases 
and  there  is  no  way  that  I  can  economically  bring  my  operation  into 
today's  program. 

In  the  State  of  Iowa  I  would  say  that  we  have  about  65  percent 
participation,  45  percent  of  the  farmers  of  Iowa  cannot  participate 
because  of  economical  reasons.  They  just  do  not  have  the  base.  They 
had  too  much  in  legumes.  They  did  not  prepare  for  this. 

This  is  one  reason  we  need  a  change  in  this  direction,  need  to  get 
away  from  these  bases,  and  our  long-term  land  retirement  on  a  Bid 
basis  will  eliminate  this  old  outmoded  base  history  thing  that  we  have. 

The  Chairman.  Are  you  familiar  with  the  cost  of  land  retirement 
under  the  present  program  in  Iowa? 

Mr.  Anderson.  Somewhat,  yes. 

The  Chairman.  How  much  does  it  cost  per  acre? 

Mr.  Anderson.  We  have  farms  in  my  community  where  I  suppose 
it  is  costing  as  high  as  $75  an  acre,  with  20  percent  reduction.  Up  to 
$90  an  acre  on  top  production  1-and.  I  would  say  this  land  would  go 
into  the  land  retirement  at  probably  $45  to  $50  an  acre. 

The  Chairman.  You  mean  under^ — — 

Mr.  Anderson.  Under  our  program. 

The  Chairman.  $45  an  acre? 

Mr.  Anderson.  Yes,  sir.  To  $50.  That  is  wlint  it  can  be  rented  for 
today  as  cash. 

The  Chairman.  Would  you  say  that  pertains  to  Indiana,  Ohio, 
Nebraska  ? 

Mr.  Anderson.  I  think  on  the  top  corn  land  that  will  produce  130 
to  150  bushels  of  com,  this  would  be- — — 

The  Chahiman.  Well,  I  do  not  want  to  embarrass  you  but  would 
yon  know  about  the  whole  country,  what  the  average  cost  per  acre 
would  be  to  retire  land  under  your  program  ? 

Mr.  Anderson.  I  think  Mr,  Doup's  figure,  somewhere  between  $20, 
$25  an  acre  probably,  and  there  are  many  acres  in  Iowa  that  you 
would  get  at  this  same  cost.  I  am  talking  about  the  land  with  the 
lower  productivity,  land  that  should  not  even  be  in  corn  today.  We 
have  many  acres  m  Iowa  that  should  not  be  planted  in  corn.  It  was 
planted  because  they  are  getting  a  compensatory  payment,  a  base,  and 
are  in  business  because  the  Government  set  the  husmess  up  for  them. 

The  Chairman,  In  many  areas  outside  of  your  area,  the  land  retire- 
nent  costs  not  less  than  $25  to  $30  an  acre. 

Mr,  Anderson.  Under  the  pre.sent  program,  yes. 

The  Chairman.  And  under  your  program  it  is  going  to  cost  just 
as  much,  particularly  if  you  say  that  in  Indiana,  I  mean,  in  Iowa 
where  von  say  tlie  minimum  would  be  about  $45  average. 

Mr.  Anderson.  Well,  no.  That  is  top  land. 

The  Chairman.  I  understand. 
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Mr.  AxDERsox.  That  is  not  averagre.  That  is  top  land.  That  is  what 
I  would  liai-e  to  liave  on  my  laud  Iwcause  I  have  land  of  the  quality 
and  the  ^rade  that  will  produce  130  to  150  bushels  per  acre.  In 
southern  Iowa,  much  of  tlus  land  will  produce  60  to  70  bushels  of  com 
per  acre  and  they  can  make  a  profit  with  compensatory  payment. 
Tlioy  would  pc>  into  the  land  retirement  program  at  probably  $25  to 
$;iO  an  acre  and  tJiey  would  be  much  better  off. 

The  CiiAiRBtAN.  But  you  would  not  participate.  It  would  not  be 
beneficial  for  you  to  participate  in 

Mr.  Anderson,  1  es ;  I  would  participate  under  land  retirement. 

The  CmuRHAN.  You  would. 

Mr.  Andebson.  Yes ;  because  I  do  not  have  a  base. 

The  Chairman,  Do  you  now  1  You  do  not  have  a  base  ? 

Mr.  Anrerson.  No,  I  can  give  you  an  example.  1  have  a  160-acre 
farm  that  was  a  dairy  farm.  The  land  lays  exactly  like  this  table. 
Every  acre  can  be  farmed.  At  the  time  this  was  a  dairy  farm  there 
were  tlO  acres  in  hay,  30  acres  in  rotation  pasture,  and  30  acres  oats 
to  brinfi  on  a  new  seeding  for  the  next  year  to  maintain  the  dairy 
herd.  This  left  59  acres  for  com. 

This  farm  is  no  longer  a  dairy  farm  because  it  could  not  support  ft 
large  enough  dairy  herd.  This  farm  carries  a  39-acre  conservation 
i)ai*  for  which  I  would  get  nothing.  It  just  has  to  be  left  in  hay  or 
grass.  This  is  grade  A  land.  The  59  acre  com  base,  by  the  time  yoa 
take  20  percent  off  this,  you  can  sec  what  is  left.  The'  compensatory 
payment  on  it  would  not  amount  to  anything.  We  figured  it  from 
every  angle.  There  is  no  way  this  farm  can  come  in. 

\ow,  we  could  put  40  acres  of  this  in  the  land  retirement,  start 
with  a  completely  new  base. 

The  Chairman,  "Well,  arc  there  any  of  your  neighbors  or  nearby 
farmers  who  &K  for  tliis  program,  that  is,  the  present  program  as 
against  the  Farm  Bureau's  ? 

Mr.  Anderson.  The  act  of  1965?  My  observation  in  visiting  with 
the  farmers  in  my  State,  they  are  not  satisfied  with  the  present  pro- 
gram. They  want  to  be  sure  that  there  is  a  way  to  make  a  transition 
to  a  change,  and  they  will  support  the  program  we  are  advocating,  if 
there  is  a  transition  period.  They  are  quite  concerned  that  we  stop 
inunediately  the  act  of  1965  and  move  into  this,  this  next  year.  They 
think  this  is  too  abrupt.  But  I  have  had  no  complaint  on  the  5-year 
transition.  They  arc  ready  to  go, 

Xow,  I  might  say  that  you  will  find  some  farmers  who  are  strirtly 
cash  grain,  who  are  wedded  to  this  program,  Tliey  are  locked  in  instead 
of  Iwing  looked  out.  They  are  not  fairing  very  well.  Their  income  tax 
returns  will  be  similar  to  Senator  Bdlmon's.  Their  net  income  is 
coming  fmin  their  payments.  They  are  on  good  land.  Tliey  feel  they 
cannot  make  the  management  decisions  and  changes  that  are  necessary 
in  todiiy's  agriculture.  They  are  looking  for  an  opportimity  to  get  out 
and  a  new  approach  so  that  they  can  begin  managing  their  farms 
again.  This  is 

The  Chairman.  Well,  what  is  their  chief  complaint?  Is  it  the 
price  of  the  commodity  that  they  produce  or  what? 

Mr.  Anderson.  These  men — here  is  what  has  liappened,  Senator, 
and  Mr,  Shumaii  alluded  to  this.  Thev  have  purtmased  this  larpB 
machinery.  They  have  gone  out  of  the  livestock  business.  They  need 
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more  acres.  So  they  rent  another  farm.  They  pusli  this  fellow  off. 
I  would  say  in  our  State  the  program  is  bringing  an  outmigration 
of  farmers  faster  than  should  be  oecause  of  the  program.  There  is 
this  terrific  competition.  They  are  bidding  up  to  $35,  $45,  and  $50 
an  acre  cash  rent. 

Here  is  a  tenant  today  who  is  on  there  with  a  .')(l-50  grain  share 
rent.  The  landlord  Siiys  why  should  1  pnmble  with  weather?  Why 
should  I  spend  money  on  fertilizer  i  The  fami  has  a  base.  I  will  lease 
it  to  him  at  $50  an  acre  and  let  him  worry  about  it. 

He  comes  in.  He  wants  that  base,  and  he  gets  the  Government  pay- 
ment on  it.  And  they  have  many  of  them  who  are  now  operating 
six.  eight,  10,  to  12  farms.  They  cannot  get  into  the  livestock  business 
but  with  their  overhead  and  the  costs,  they  are  not  doing  very  well. 
They  are  getting  enough  volume,  yes,  getting  a  sufficient  income,  but 
this  is  bringing  about  a  great  reduction  in  the  number  of  farmers  in 
our  cash  land  areas. 

The  Chairman.  Well,  do  you  think  that  the  program  you  are  advo- 
cating would  be  the  production  of  more  grain,  more  com,  more 

Mr,  AvnERsoN.  No,  because  I  think  we  nave  built  in  already  all  of 
the  facts  and  statistics  that  the  Secretary  and  the  county  ASC  com- 
mittees. State  ASC  committees  need.  We  know  the  productivity  factors 
on  this  land.  The  land  can  be  taken  out  according  to,  however,  whatever 
we  need  in  order  to  keep  the  production  in  line. 

As  pointed  out  by  Mr.  Shuman,  50  million  acres  is  a  minimum.  It 
may  work.  If  it  does  not,  the  Secretary  can  go  15  million  in  1  year  at  a 
less  cost  than  the  present  program. 

Tlie  Chairman.  Well,  the  statistics  you  just  showed  stated  that  we 
would  save  about  a  billion  and  a  half  dollars. 

Mr.  Anderson.  That  is  right.  This  is  according  to  a  very  reputable 
study. 

The  Chairman.  The  present  prt^ram  costs,  with  the  Public  Law 
480  which  I  am  sure  you  are  advocating  that 

Mr,  Anuerson.  Yes. 

TTie  Chairman.  You  are  not  against  Publ  ic  Law  480? 

Mr.  Shuman.  No. 

The  Chairman.  The  present  program  with  Public  Law  480  is 
$1,800  million,  so  take  off  a  billion  and  a  half  there,  your  program 
woold  still  cost  according  to  the  Iowa  calculation,  $3,300  million. 

Mr.  Anderson.  No.  This  is  the  cost  for  the  retirement  of  land. 
Whatever  you  said  this  morning 

The  Chairman.  The  figures  you  read  indicated  that  the  program 
that  you  are  advocating  will  cost  about  a  billion  and  a  half  dollars 
less  than  what  the  present  program  now  costs.  Now,  the  present  pro- 
Gfram  according  to  the  last  figures  I  jnst  indicated  is  four  billion  eight. 
lou  take  a  billion  and  a  half  off  that,  you  are — four  billion  six,  your 
program  would  cost  three  billion  one  if  those  figures  are  correct. 

Mr.  Anderson,  I  think  this  morning,  Senator,  and  I  might  be  cor- 
rected, you  said  taking  Public  Law  480  out  the  present  program  is 
costing  about  three  billion  six.  Now  you  subtract  the  1.5  billion  from 
the  .3.6  and  you  will  have  more  the  cost  of  our  program. 

The  Chairman.  Well 

Mr.  Anderson,  Plus  Public  Law. 
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The  Chairman.  Tliat  will  be  3,100  million. 

Mr.  Akder-son.  Well,  if  you  keep  Public  Law  480  in  there 

The  Chairman.  Then  you  ciin  add  800  million  more, 

Mr.  Andf.r.son.  Senator,  you  have  already. 

The  Ciiair3ian.  852  million.  Tliat  is  what  is  the  cost. 

Mr.  Anderson.  Is  that  not  in  vour  4.8? 

ITie  Chairman.  Yes,  sir.  Well,  if  you  take  a  billion  and  a  half  from 
that,  4.8  as  I  just  said,  the  balance  of  it  would  be  3,300  million  if  the 
figures  you 

Mr.  Anderson.  My  mathematics  would  differ  with  you  on  the  800 
some  million  which  would  still  be  subtracted  from  the  3.3. 

The  Chairman.  Is  it  you  do  not  understand  what  I  have  saidl 

Mr.  Anderson.  Well,  the  4.8  billion  includes  the  833  million. 

The  Chairman.  Right. 

Mr.  Anderson.  Take  tliat  out,  that  is  Public  Law  480. 

The  Chairman.  All  right.  The  balance  would  be  three  billion  aii, 
Xow,  from  that— — ■ 

Mr.  Anderson.  Three  billion  six,  take  a  billion  five  and  you  have  the 
cost  of  our  program. 

The  Chairman.  That  is  what  I  am  saying. 

Mr,  SiiiTMAN.  Two  billion  one  hundred. 

Mr,  Anderson.  Which  is  a  sizable  saving. 

The  Chairman.  No,  no.  No,  you  are  wrong.  Three  billion  six,  take 
off  a  billion  and  a  half,  would  be  three  billion  one,  not  two  billion  one. 

Mr.  Anderson.  Two  billion  one. 

The  Chairman,  Yes,  Right,  Excuse  me. 

Mr.  Anderson.  Now,  we  have  got  it. 

The  Chairman.  Then  if  you  add  to  that  the  Public  Law  480  which 
is  852  million  last  year. 

Mr,  Anderson.  You  come  out  at  less  than  8  billion. 

Tlie  Chairman.  Well,  iiist  a  $100  million  under. 

Senator  Jordon.  Mr.  Chairman,  may  I  ask  Mr,  Anderson  a  ques- 
tion ?  What  do  you  produce  on  your  farm  now  ?  You  say  none  of  it  is 
under  Government. 

Mr.  Anderson.  We  are  growing  com  and  soybeans  and  hay. 

Senator  Jordon.  You  said  you  did  not  participate.  How  well  do  yon 
do  with  your  com  ? 

Mr.  Anderson.  This  year  we  have  about  130  bushel  average.  Soy- 
l>eans,  53  bushels. 

Senator  Jordon.  You  had  a  good  year. 

Mr.  Anderson.  Yes,  one  of  the  best  years  we  have  had. 

Senator  Jordon.  .\nd  a  fairly  goocl  market  price,  too,  this  year. 

Mr.  Andrrson.  Wc  market  cverj'thing  through  livestock  except  the 
soyljcaiis.  We  have  a  12-month  operation.  We  are  busy  every  day.  We 
iira  not  living  off  Government  payments  or  just  cash  gmnts^  We  have 
to  manage  thip  operation.  We  cannot  rely  on  someljody  else. 

Senator  Jortwn.  One  of  the  things  that  I  think  a  great  many  people 
overlook,  talking  about  driving  (leople  off  the  farm,  has  been  the 
equipment  that  tliev  have  got  to  work  with.  There  is  not  a  pencil  tail 
mule  left  in  Noilh  (^arolinn  tlitit  I  have  seen  in  a  long  time.  The  fanners 
are  now  sit  ting  on  a  gi-eat  big  tractor  with  a  plow. 

Mr.  Anderson.  Yon  have  to  ha\'e  acres  to  have  one  of  Uiose.  i 
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Senator  Jordon.  Not  only  that.  They  go  from  farm  to  farm  and 
the  same  thing  with  your  big  combines.  You  have  got  the  same  thing 
out  in  your  territory.  And  you  have  got  your  cottonpickers.  Practically 
nobody  picks  cotton  by  hand.  So  that  is  the  thing. 

But  one  of  the  things  that  is  good  as  far  as  I  am  concerned  is,  and 
this  is  particularly  true  in  our  State  and  I  think  it  is  true  in  a  great 
many  other  States,  a  great  many  people  still  living  on  their  farm, 
partially  farming  it,  and  making  part  of  their  money  in  industrj-  in 
these  small  towns  or  the  larger  towns.  They  have  cot  a  home.  They 
are  independent.  They  raise  some  of  their  groceries,  Keep  a  pig  or  two, 
a  cow,  maybe  two  cows,  raise  some  calves,  and  get  some  cash  income 
on  the  outside,  and  they  are  doing  well  with  it.  You  look  at  the  nice 
homes  they  are  building,  and  it  is  an  ideal  arrangement  which  they 
could  not  nave  just  on  the  farm  alone.  The  mother  and  father  are  still 
there.  Other  family  members  bring  in  cash  every  week,  and  they 
live  a  good  life. 

Now,  I  know  a  good  many  years  ago  a  lady  came  to  me  and  wanted 
to  sell  me  her  farm  which  adjoined  mine.  I  went  over  and  looked 
at  it  and  asked  what  was  wrong.  She  said,  "That  big  oak  tree."  I  said, 
"But  that  does  not  shade  the  whole  farm."  She  said,  "It  shades  the 
farmer;  he  cannot  get  out  from  under  it."  [Laughter] 

He  was  under  there  when  I  was  there  in  a  rocking  chair.  "Well," 
I  said,  "that  is  right." 

The  Chairman.  Now,  thank  you  very  much,  Mr.  Anderson. 

Senator  Jordan.  That  is  a  true  story,  too. 

The  Chairman.  This  cost  of  the  program,  Mr.  Shuman,  that  has 
just  betMi  talked  about  wherein  this  Iowa  study,  is  that  cost  to  the 
present  or  is  it  the  cost — will  that  be  the  cost  at  the  end  of  the  5  years  ? 

Mr.  Shuman,  Mr.  Chairman,  I  think  the  Iowa  study  was  based  on 
a  projection,  too.  I  am  not  sure  what  the  term  of  that  period  was. 

L^  me  repeat  what  we  said  this  morning,  and  that  is  that  we  do  not 
anticipate  that  our  program  will  reduce  costs,  at  least,  not  in  the 
first  few  years. 

The  Chairman.  You  mean  the  costs  of  the  present  program. 

Mr.  Shuman.  Yes,  sir.  We  are  not  selling  it  on  the  basis  of  reducing 
costs  but  we  are  selling  it  on  the  Idea  that  we  are  wanting  an  oppor- 
tunity to  get  better  prices  and  better  income  for  farmers  and  that  in 
the  long  run  it  will  be  reduced  costs. 

The  Chairman.  Well,  now,  what  do  you  anticipate  the  cost  to  the 
Government  would  be  at  the  end  of  the  5-year  period  ? 

Mr.  Suuman.  I  would  say  at  the  end  of  the  5-year  period  that 
roughly — oh,  perhaps  the  cost  could  be  as  low,  down  to  perhaps  half 
of  what  it  is  now,  but  I  said  20  to  30  percent.  I  misspoke  this  morn- 
ing. We  do  not  know.  We  do  not  imow  what  it  will  be.  It  will  depend 
upon  the  number  of  contracts  that  were  entered  into. 

The  Chairman.  But  you  say  that  it  will  be  50  percent  lower  than 
what  the  present  cost  is. 

Mr.  Shuman.  Perhaps  that  much,  although  I  would  not  know. 

The  Chairman.  You  would  not  be  able  to  tell. 

Mr.  Shuman.  No. 

The  Chairman.  You  mentioned  cotton  a  while  ago,  that  you  con- 
tend that  this  program  has  kept  cotton  down  and  that  if  we  change 
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from  the  present  program  to  your  pn^ram,  that  more  cotton  will  be 
grown.  For  your  information  I  fough^  as  you  might  know,  the  one- 
price  svsteni. 

Mr,  SiiuMAN".  Yes. 

The  Chairman'.  I  thought  it  was  a  mistake  to  do  it.  And  even 
though  the  textile  mills  of  this  countrj-  pay  world  price  for  cotton, 
tlipy  an--  only  using  S.1  million  bales  as  compared  to  almost  9  million 
Iwles  under  the  two-price  system.  Thoy  were  not  paying  world  prices. 
.Viut  now,  iiteitead  of  mrreasinjr  their  use  nf  cotton  as  they  anticipated 
bocaiiso  of  lower  cotton  prices,  they  are  down  now  worse  than  they 
were  liack  in  lOGTi,  And  how  do  you  figure  that  the  farmers  coulcl 
disi>ose  of  more  cotton  than  they  are  now  growing? 

Mr.  Siii-MAx,  The  world  constmiption  of  cotton  is  going  up,  not 
down.  In  11*6!)  there  was  more  cotton  used  in  the  world  than  there 
was  in  ll>fiS.  (."hi  the  other  hand 

The  Chaihjian.  I  am  talking  nlx)ut  the  American  farmer. 

Mr,  SucMAX.  That  is  what  I  am  coming  to.  Senator.  The  U.S. 
share  of  that  world  consumption  has  cone  down  and  our  exports  have 
gone  tiown.  Xow.  our  prr^am  would  put  us  back  into  competition 
when'  we  ttiuld  i-ompote  for  onr  share  and  I  think  we  would  increase 
our  shaiv  of  the  world  market. 

The  CwATRMAX,  I^o  you  think  that  cotton  could  be  produced  at 
world  prices? 

Mr,  MU'MAS.  Yos;  Ivcause  1  think  world  prices  will  go  up  as  soon 
as  we  can  get  our  procram  into  effect, 

TheOnAiRsiAx.  lE>wmuclit 

Mr,  SiirMAS.  Oh.  1  think  it  ven-  well  could  go  up — well,  nobody 
knows,  of  course.  After  we  have  hau  this  period  of  time  of  no  market 
price,  nolxniv  can  estimate,  but  1  am  confident  that  thev  will  go  up. 

The  Chairman,  Well,  1  wish  you  would  give  us  your  oasis  for  that 
because  that  is  a  ver\-  important  point  to  me. 

Mr.  Sill  MAX.  >\  ell.  the  main  basis  is  that  we  would  have  a  good 
ca,«e  to  insist,  and  it  is  onr  State  TVpartmenr.  our  Department  of 
(^omniorce.  a.<  well  .is  IVparlnienl  of  Agriculture,  insia  that  these 
agencies  do  evcrvihiiig  thoy  can  to  help  improve  world  cotion  prices 
rather  ih.in  lr>inc  to  c.inse  us  lo  back  out  of  The  cotton  market  so 
SiwneK'hlv  else.  PfHiistfiii  or  Mexico  or  somelxidy  else  can  t-ike  over. 

Tlie  CnMKMxN.  Yes.  but  the  fact  remains,  though,  that  I  do  not 
U'licif-  ili;ii  ii  vinili]  Ix'  )«^s^;llle  for  the  Anieriran  cottongrower  to 
pnxinco  .-oiT.m  ni  the  pri.-e  ilini  ii  is  proilnivii  in  other  parts  of  the 
ivoriii.  li  wiMilfl  iusl  Iv  impossible. 

Mr.  Sill  man/ "Well.  1  think   — 

The  l"'ii  viTiM  w.  Anil  anoiher  thing!  can  jioint  out  is  that  what  has 
caused  n  ginni  deal  iilthc  irnniilclhnt  1  am  six-jikinpof  now  is  the  fact 
thai  licif-  -.;:  the  Vnilpil  Slates  i»  here  the  mills  pay  the  world  prii-e  for 
.iMIrtii.  ittsi  yen;-  Av  ^-MTccnt  only  40  jvrcent  o^  ibe  filxr  used  was 
ciittini.  Tl  If  Test  iois>vnnieI.ics.  How  d.^-viMi  fliiciunl  for  that  ? 

Ml.  Mii  \M\.  AVcfi.  iilcoiirsc,  \vc  have  i-cnlly — in  a  way.  our  present 
KMb^iidizc"]  .■.Mlon  piNigrani  has  encimmgefl  the  increased  use  of 
hyntbetii's. 

TheCHATRTMAX.  l^iit,  my  deaj  sir.  the  price  that  the  textile  mill  pays 
is  ■world  pric^nol  t-he  price 
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Mr.  Shcman,  It  is  a  depressed  world  price,  though,  artificially 
depressed. 

The  CHAraMAN.  I  cannot  quite  foUow  you  at  all  on  that. 

"Well,  that  is  about  all,  Mr.  Shuman.  Appreciate  your  appearing. 

Mr.  Shcman.  Tliank  you  very  much.  I  appreciate  the  courtesy  and 
the  opportunity. 

The  Chairman.  All  ri^ht.  air. 

Now,  the  next  witness  is  Mr.  Marsh.  Will  you  step  forward,  please, 
sir? 

STATEHEKT    OP   EDWIN    £.    UABSH,    EXECUTIVE    SECBETAKT, 
NATIONAL  WOOL  OSOWEBS  ASSOCIATION,  SALT  LAKE  CITT, 

UTAH 

The  Chairman.  Will  you  identify  yourself  for  the  record. 

Mr.  Marsh.  Yes.  I  am  Edwin  E.  Marsh,  executive  secretary  of  the 
National  Wool  Growers  Association,  Salt  Lake  City,  Utah. 

Mr.  Chairman,  and  Senator  Curtis,  as  I  mentioned  this  morning,  Mr. 
Jack  Crowder  was  to  appear  following  me  and  cannot  be  here  this 
afternoon,  and  would  like  to  re<}uest  that  his  statement  be  filed  in  the 
record  and  he  would  like  to  have  it  immediately  following  mine. 

The  Chairman.  Very  well.  Have  you  got  the  statement ! 

Mr.  Marsh.  No;  I  do  not  have  it  with  me.  Mr.  Crowder  will  submit 
it  to  you. 

The  Chairman.  Very  well.  That  will  be  done. 

Mr.  Marsh.  I  am  sure  both  you,  Mr.  Chairman,  and  Senator  Curtis 
know  a  great  deal  about  the  National  Wool  Act.  I  probably  should  not 
waste  a  lot  of  your  time  today  telling  you  about  it  and  I  will  sliorten  my 
statement  but  if  I  could  liave  the  complete  written  statement  in  the 
record 

The  Chairman.  Yes.  That  will  be  done.  You  may  highlight  it. 

Mr,  Marsh.  I  am  speaking  today  for  the  National  M^l  Growers 
Association  which  does  have  member  organizations  in  a  23-State  area 
where  90  percent  of  the  Nation's  lambs  and  wool  are  produced.  At  our 
105th  annual  convention  last  month,  a  resolution  was  adopted  urging 
that  the  National  Wool  Act  be  extended  and  made  permanent.  The  act 
presently  applies  on  wool  marketed  through  December  31st  of  this 
year. 

The  Wool  Act  is  now  in  its  16th  year  of  operation.  The  program  has 
had  consistent  and  almost  unqualified  support  from  the  administra- 
tion's of  both  parties  as  well  as  all  major  segments  of  the  wool  industiy 
from  producer  through  manufacturer.  Wool  like  sugar,  is  in  deficit 
production  in  this  country  and  part  o£  the  congressional  policy  in 
establishing  the  National  Wool  Act  was  to  encourage  domestic  produc- 
tion o£  wool.  The  act  was  also  established  in  lieu  of  a  tariff  duty  in- 
crease on  imported  raw  wool  whicli  was  recommended  by  the  Tariff 
Commission  in  1954. 

The  Chairman.  Do  you  know  how  far  yon  are  from  the  300  million 
pound  goal? 

Mr,  Marsh.  Yes. 

The  Chairman,  What  is  it  now  t 

Mr.  Marsh,  The  production  in  1969  was  167  million  pounds. 
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The  Chairman,  Has  it  not  been  going  down  ? 

Mr.  MAitsit.  Yes. 

TheCiiAiiiMAx.  Instead  of  going  up? 

Mr.  Marsh.  It  lias  been  going  down,  Senator,  since  1960.  It  did  go 
up  the  first  6  years  that  the  Wool  Act  was  in  effect  but  we  have  had 
aliquidation  trend  whicli  started  following  1960  largely  accounted  for 
by  the  very  low  lamb  market  at  that  time  and  a  slow  price  recovery  up 
until  about  1967.  Then  the  second  major  factor  has  been  the  labor  prob- 
lem. All  througli  the  sixties  we  have  had  difficulties  in  securing  ade- 
quate and  dependable  herding  labor.  Those  have  been  the  two  factors. 
We  do  know  that  if  it  had  not  been  for  the  National  Wool  Act  the 
production  would  be  considerably  less  than  it  is  today.  We  have  been 
told  that  by  a  great  many  of  our  members,  a  number  of  whom  tell  ua 
they  would  be  out  of  the  sheep  business  today  if  it  had  not  been  for 
the  National  Wool  Act. 

The  Chairman.  We  will  have  placed  in  the  record  now  the  produc- 
tion for  each  year. 

Mr.  Marsh.  Yea.  It  is 

The  Chairman.  It  is  in  your  statement? 

Mr.  Marsh.  I  have  four  tables  at  the  end  of  the  statement  con- 
taining production  and  other  data. 

The  Chairman.  Well,  your  whole  statement  will  be  put  in  the 
record  and  jou  ha\'e  attached  to  it  these  tables? 

Mr.  Marsh.  Yes. 

The  Chairman.  Good.  All  right. 

Mr.  Marsh.  Congress  in  the  Wool  Act,  has  recognized  that  sheep 
are  not  only  iin|H>rtant  to  the  economy  of  many  semiarid  regions 
where  crops  are  not  feasible  but  has  recognized  the  importance  of 
having  a  supply  of  domestic  wool  so  that  our  mills  will  not  be  entirely 
dei>endpnt  on  foreign  supplies. 

Now,  the  total  of  payments  made  through  the  act  is  limited  to 
70  jiercent  of  the  duties  collected  on  imports  of  wool  and  wool  manu- 
factures. Commodity  Credit  Corporation  makes  the  payments  and  is 
reimbursed  each  year  by  appropriations  under  the  act,  limited  to  70 
percent  of  the  duty  collections  on  wool  and  wool  manufactures  for  tiro 
preceding  calendar  year.  This  method  of  financing  provides  the  as- 
surance of  funds  essential  for  an  incentive  program  conaderine  the 
long-term  nature  of  sheep  and  wool  production.  Under  the  National 
Wool  Act  growers  sell  their  wool  in  normal  marketing  channels.  Then 
after  Hie  year  is  over  and  the  average  price  received  for  wool  sold 
during  the  marketing  year  is  known,  payments  are  made  to  bring  the 
national  average  jn-ice  received  by  all  growers  up  to  the  incentive  level. 
The  incentive  level  is  determined  each  year  by  a  cost  index  formula 
in  the  net.  Support  for  pulled  wool  is  also  provided  under  liie  act  to 
maintain  normal  marketing  practices.  This  is  being  handled  by  mak- 
ing payments  on  sales  of  unshorn  lambs.  Then  the  National  Wool  Act 
also  provides  foi'  the  snpiiort  of  mohair  by  payments  similar  to  those 
on  shorn  wool. 

During  the  first  1.5  years  of  the  operation  of  the  National  Wool 
Act  tliei'e  wei-o  !>  years  when  payments  were  not  required  on  mohair 
because  market  jjrices  for  mohair  in  those  years  were  above  the  sup- 
port level. 
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Now,  as  I  pointed  out  in  answer  to  your  question,  Mr.  Chairman, 
shorn  wool  production  in  the  United  States  did  increase  during  tlie 
first  6  years  of  the  wool  program.  It  went  from  2S5  million  pounds 
in  1955  to  265  million  pounds  in  1960.  Since  I9R0  wool  production  has 
been  on  the  decline  and  as  I  pointed  out,  it  was  down  to  iip|)roxiniately 
167  million  pounds  in  1969. 

Tlie  Chaikman.  Is  not  it  a  fact  that  as  wool  pi-odnction  deri-eases, 
your  imports  increase? 
Mr.  Marsh.  Yes. 

The  Chairman,  And,  therefore,  the  payments  for  the  wool  grow- 
ers are  greater  because  they  are  based  on  70  [>erct'nt  of  the 

Mr.  Marsh.  No,  The 

The  Chairmax.  I  mean,  it  is  taken  out  of  there  l)ut  it  is  fixed  at  60. 
It  is  available  up  to  70  percent  of  the  tariffs  collected  on  imported 
wool. 

Mr.  Mabsu.  It  is  available  but  all  of  it  has  not  been  used. 

TheCiiAiRMA?;.  I  understand. 

Mr.  Marsh.  That  is  also  covered  in  one  of  the  tables  here. 

The  Chairsian.  I  think  the  price  now  is  (J2,  up  to 

Mr.  Marsh.  The  incentive  price  for  the  current  marketing  year  ia 
72  cents  under  this  cost  index  formula. 
The  Chairman.  It  was  written  in  by  Senator  Alan  Bible. 
Mr.  Marsh,  Yes,  In  1965. 
The  Chairman,  Yes,  I  remember  that, 

Mr.  Marsh.  Now,  as  I  pointed  out,  the  factors  contributing  to  this 
decline  since  1960  have  been  a  sharp  drop  in  lamb  prices  in  1961  and 
1962  and  a  slow  price  recovery  since  that  time  and  lamb  does  represent 
two-thirds  to  three- fourths  of  the  total  income  of  the  industry.  Then 
the  inability  to  obtain  adequate  and  dependable  labor  has  been  a 
factor.  We  have  had  some  severe  losses  from  jiredatory  animals, 
especially  coyotes,  and  continued  reductions  in  grazing  allotments  on 
Federal  grazing  lands. 

Now,  payments  under  the  wool  program  have  provided  incentive 
on  the  wool  portion  of  the  sheep  enterprise  but  have  not  compensated 
for  all  of  the  adverse  factors  detenmning  this  trend  of  stock  sheep 
numbers  and,  hence,  wool  production.  But  I  think  we  must  recognize 
that  many  growers  are  in  sheep  and  wool  production  today  who  would 
have  liquidated  their  flocks  if  it  had  not  been  for  this  wool  payment 
program.  Therefore,  I  think  we  can  say  that  the  Wool  Act  is  en- 
couraging wool  production  since  the  level  of  production  would  be 
considerably  lower  without  the  assistance  the  program  provides. 

The  indiitry  itself  is  endeavoring  to  solve  or  alleviate  these  prob- 
lems. First  of  all,  we  are  making  efforts,  through  stepped  up  research, 
to  increase  sheep  production,  that  is,  the  production  of  lambs  per  100 
ewes.  We  are  making  efforts  to  increase  marketing  efficiency,  in  some 
areas  we  have  been  able  to  fence  to  reduce  labor  costs.  We  are  co- 
operating with  Government  in  better  predatory  animal  control  and 
control  methods  and  we  are  cooperating  in  reseeding  and  other  range 
practices  to  increase  the  carrying  capacity  of  the  grazing  lands.  We 
do  hope  these  efforts  augmented  by  the  Wool  Act  will  serve  to  stem 
this  liquidation  tide. 

As  I  mentioned,  returns  from  the  sale  of  lambs  represent  two-thirds 
to  three-fourths  of  the  sheep  producers'  total  income. 


)y  Google 


Senator  Curtis.  Is  that  the  resale  as  they  go  to  the  feed  lot ! 

Mr.  Marsh.  No. 

Senator  Curtis.  Many  of  your  producers  are  not  lamb  feeders,  ia 
that  not  right  ? 

Mr.  Marsh.  That  is  right. 

Senator  Curtis.  Because  a  great  many  lambs  are  fed  out  in  my 
State  and  we  do  not  produce  too  many  slieep, 

Mr.  Marsh.  No.  I  was  referring  there  to  the  producers'  income, 
Senator  Curtis. 

Senator  Curtis,  As  it  goes  to  the  feeder. 

Mr.  Marsh.  Yes. 

Senator  Curtis,  The  price  he  receives. 

Mr,  Marsh.  As  the  lambs  go  to  the  feeders  or  to  the  packers.  Some 
of  them,  of  course,  are  fattened  on  the  range  and  go  direct  to  the 
packer. 

The  Chairman,  Well,  the  subsidy  is  paid  only  on  the  wool- 
Mr.  Marsh.  Yes.  Tliat  is  correct.  There  is  no  subsidy  on  the  lambs. 

The  Chairman.  As  I  understand,  the  subsidy  is  the  amount  between 
what  the  market,  world  market  price  is  or  whatever  we  buy  it  for  and 
72  cents. 

Mr.  Marsh.  Right. 

The  Chahiman.  WQiatever  that  is.  In  otrher  words,  if  the  world 
market  is  50  cents  a  poimd,  you  are  paid  the  difference  between  50 
and  72  cents  a  pound  or  whatever  it  is, 

Mr.  Marsh.  It  is  the  i>ercentage  difference  between  the  farm  price 
of  wool  and  the  incentive  level  that  is  established  and  it  is  on  a  per- 
centage basis  so  that  there  will  be  an  incentive  to  produce  a  b^tor 
clip  of  wool. 

The  Chairman.  But  now  as  I  understand,  the  wool  price  liere  ac- 
cording to  this  formula  we  have  would  be  72  cents. 

Mr,  MARSit.  For  the  iy70  marketing  year,  yes,  sir. 

The  Chairman,  That  is  right.  And  then,  the  producers  of  wool  will 
obtain  the  difference  lietween  whatever  the  world  price  is  and  the 
72  cents. 

Mr.  Marsh.  Tlie  farm  price  instead  of  the  world  price,  the  average 
farm  price  in  the  United  States,  yes. 

When  lamb  prices  ai-e  low,  then  the  economy  of  the  industry  ia  ad- 
versely affect*?d  and  farm  prices  for  lamb  from  1961  through  1967 
were  low  and  did  not  keep  pace  with  rising  production  costs.  TTiis 
was  a  factor  in  reducing  sheep  numbers. 

Now,  in  1908  and  1%9  farm  prices  for  lambs  have  been  stron^r 
and  we  liave  detected  -'^omo  renewed  optimism  in  the  industry.  Cm  the 
wool  side  of  the  picture  we  have  not  as  yet  seen  any  substantial  re- 
covery from  the  worldwide  cyclical  decline  in  wool  prices  which  staited 
the  last  lialf  of  1966.  The  average  farm  price  of  wool  in  1966  was  62.1 
cents  per  pound  which  was  the  second  highest  in  the  history  of  the 
National  Wool  Act,  but  in  the  next  year,  10G7,  it  dropped  to  39.8  cents 
per  pound.  In  1968  we  did  have  a  slight  recovery  which  brought  the 
average  up  to  40.5  cents  and  while  .the  19G9  average  farm  price  will 
not  be  known  until  next  month,  it  is  estimated  to  be  approximately  41 
cents,  a  furthei  slight  recovery. 

Due  to  lower  market  prices  for  wool  in  1967  through  li>69  these 
have  been  years  in  which  higher  than  average  payments  were  re- 


Digitized  ay 


J 


Google 


quired  to  bring  the  average  fann  price  up  to  the  incentive  level.  How- 
ever, some  previoii&  years,  including  1966,  have  compensated  for  this  in 
lower  than  average  payments. 
The  Chairman.  You  say  that  the  average  for  1969  is  not  known  yet  ? 
Mr.  Marsic.  No.  It  will  be  issued  by  the  Department  of  Agriculture 
late  this  ctmiiiig  month. 

The  Chaikman.  And  you  figure  it  will  be  how  much,  about? 
Mr,  Mabsh.  About  41  cents. 

The  Chairman.  So  tlmt  the  subsidy  to  tfie  fanner,  then,  woidd  be 
the  difference  between  41  cents  and  72  cents  1 
Mr.  Marsh.  Yes. 

The  Chairman.  Which  will  be  31  cents  a  pound, 
Mr,  Marsh.  Well,  it  would  be  the  percentage  difference,  Senator, 
between  the  41  and  the  72. 

The  Chairman.  All  right,  how  much  would  that  be  per  poqnd  ?  I 
figure  it  at  31  cents. 
Mr.  Marsh.  Yes. 

The  Chairman.  Is  it  more  or  less  than  that ! 

Mr.  Marsu.  That  would  be  a  good  way  to  figure  it  as  far  as  the 
amount  of  the  payments  is  concerned. 

The  Chairman.  That  is  the  way  I  understood  tlie  original  prt^am 
was  based  on  and  then  until  Senator  Bible  put  in  this,  some  language 
to  increase  the  cost  of  the  wool.  I  do  not  recall  the  details.  Something 
put  in  there  which  made  the  cost  of  the  wool  go  up,  I  mean,  the  sub- 
sidy go  up  to  probably  10  cents  a  pound  as  I  remember  it. 

Mr.  Marsh.  Yes,  I  should  point  out  to  you  that  instead  of  paying 
to  the  producers  the  actual  difference  in  cents  per  pound,  'the  per- 
centage diffei-ence  that  is  necessary  to  bring  that  41  cents  up  to  the 
72  cents  is  calculated  and  then  whatever  the  grower  gets  for  his  wool, 
that  percentage  is  added  on  so  that  if  he  produces  a  letter  clip  and 
gets  a  better  market  price,  he  would  get  a  better  return.  Therefore, 
there  is  an  incentive  to  try  to  improve  the  clip. 
The  Chairman.  Quality. 

Mr.  Marsh.  Ye.^,  the  quality  of  the  clip  of  wool. 

Growers  do  want  to  see  good  market  prices  for  wool  for  this  re- 
duces the  amount  of  payments  tliat  have  to  be  made  \mder  the  Wool 
Act  and  we,  tlierefore,  hope  there  will  soon  be  a  much  more  pro- 
nounced price  recovery.  We  would  also  like  to  point  out  that  in  addi- 
tion to  increafed  payments  required  for  sliorn  wool  in  1967-1968  due 
to  the  decline  in  the  farm  price  of  wool,  substantial  payments  were 
also  required  on  mohair.  However,  we  are  pleased  to  see  a  substantial 
recovery  in  the  mohair  market  for  1969  with  prices  averaging  63  to 
65  cents  as  compared  to  last  year's  average  of  45  cents.  Therefore,  pay- 
ments on  mohair  for  the  1969  marlieting  year  will  probably  be  $7  mil- 
lion to  $714  million  under  those  for  the  1968  marketing  year. 

In  the  2-year  period  from  1967  to  1969  the  annual  payments  on 
wool  and  mohair  for  those  marketing  years  were  reduced  an  estimated 
$101^  million.  During  the  first  11  years  of  the  operation  of  the  Wool 
Act  the  level  of  incentive  payments  under  the  act  was  continued  each 
year  at  62  cents  per  pound  and  as  I  pointed  out,  this  level  did  en- 
courage increased  prcwuction  up  to  1960,  However,  low  lamb  prices 
in  1961  did  start  a  production  decline.  When  the  Wool  Act  was  ex- 
tended in  1965,  as  you  pointed  out,  this  committee  recognized  that  a 
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higher  incentive  level  vas  desirable  in  view  of  rising  cost  conditions 
ana  that  is  wlicn  tlie  Bible  formula  was  ndded  to  tlie  act  through  which 
the  incentive  level  was  adju.stcd  on  the  basis  of  changes  in  the  USDA 
cost  index.  This  is  the  index  of  prices  paid  by  farmers  including  com- 
modities and  services,  interest,  taxes  and  farm  wage  rates. 

Under  tliis  formula  the  incentive  level  was  increased  to  65  cents  for 
the  1966  marketing  year  compared  to  the  62  cents  that  had  been  main- 
tained for  11  veai^,  and  with  the  continued  iipward  trend  in  the  index 
the  incentive  level  has  risen  gradually  since  1966  and  as  I  pointed  out 
for  the  current  marketing  year,  it  is  72  cents. 

With  the  nioasui-es  to  control  inflation  wo  hoi>e  our  grrowers  will  not 
continue  to  be  faced  with  inci-eapas  in  interest  rates,  taxes,  wages  and 
other  costs  of  pi-odiiction  tliat  we  Jiave  experienced  the  past  several 
years.  The  formula  does  provide  a  reasonable  reflection  of  costs  on 
the  wool  side  of  the  sheep  enterpri^.  Sheep  raising  and  wool  produc- 
tion are  important  to  certJiin  ai'oas  of  tlie  country.  The  present  level 
of  production  is  in  the  national  intere.«t,  and  desirable.  As  is  set  forth 
in  the  act,  it  cert-ainly  is  "a  measure  of  national  securitv  and  in  pro- 
motion of  the  general  economic  welfare,"  to  continue  tliis  wool  pro- 
gram to  encoura^  the  maintenance  of  what  production  we  presently 
have  and  hopefully  to  incresise  pi-oduction  if  at  all  pospible- 

Assuming  wool  prices  in  the  free  market  return  to  reasonable  levels, 
the  increase  in  the  incont  ive  level  provided  in  the  formula  should  result 
in  wool  payments  no  higher  than  the  $45.6  million  average  during  the 
first  11  years  when  the  incentive  ]e\el  was  held  at  62  cents, 

I  maitioned  this  funding  of  the  program,  the  equivalent  of  70 
percent  of  the  duties  collected  on  imi)orts  of  wool  and  wool  manu- 
facturers. While  that  funding  is  adequate  to  cover  a  considerably 
larger  drop  in  wool  prices  than  occurred  in  1967,  wool  growers  natu- 
rally do  not  want  to  see  low  farm  prices  for  wool.  We  want  to  see  sood 
market  prices  which  in  turn  hold  the  costs  of  the  wool  program  within 
reason.  And  in  those  years  when  farm  prices  of  wool  nave  been  at 
higher  levels,  47  cents  to  54  cents,  the  costs  of  the  program  have  been 
reduced  substantially. 

The  ^rational  Wool  Act  has  also  given  the  sheep  industry  the  oppor- 
tunity to  promote  its  own  products  through  a  self-help  program.  In 
1955  sheep  industry  leaders  formed  their  own  promotion  orgsniza- 
tion,  the  American  Sheep  Producers  Council,  with  headquarteis  in 
Denver.  This  organization  is  entirely  supported  and  sovsraai  by 
sheepmen  and  almost  every  sheep  producer  in  the  United  States  con- 
tributes to  the  pro-am  through  deductions  from  incentive  paymaits 
he  receives  and  this  program  operates  under  the  provisions  of  section 
708  of  the  National  Wool  Act.  The  purpose  of  the  American  Sheep 
Producers  Council  program  is  to  expand  the  demand  for  lamb  ano 
wool  through  a  self-help  program  of  promotion,  advertising,  market 
analysis  and  education  on  behalf  of  the  sheepmen  of  the  United  Stat*s. 

Funds  for  the  sheepmen's  promotion  and  advertising  programs  an 
derived  by  deduction  from  the  wool  incentive  payments  at  me  rate  of 
11,^  cents  per  pound  of  shom  wool  and  7iA  cents  for  each  100  poun^ 
of  unshorn  lambs. 

Mohair  growers  have  also  organized  a  self-help  proinotJon  and 
advertising  pr(^am  under  section  708  of  the  wool  act.  That  progrem 


)y  Google 


commenced  in  1967  and  it  is  designed  to  increase  demand  for  moliair 
products. 

Now,  with  regard  to  payment  limitations,  the  National  Wool  Grow- 
ers Association  adopted  a  resolution  at  its  convention  last  month 
opposing  limitations  of  [jayments  under  farm  programs.  While  we 
feel  that  payment  limitations  are  economically  unsound  in  any  faim 
program,  in  the  case  of  the  wool  program  they  would  be  highly 
impractical,  discriminatory  and  would  create  serious  economic  hard- 
sliips.  This  is  especially  true  in  the  semiarid  regions  of  the  West  and 
Southwest  where  ci-ops  cannot  be  grown  and  wnei'e  a  sheep  producer 
has  to  depend  on  his  wool  and  lamb  production  for  his  total  income. 
In  the  semiarid  regions  he  frequently  must  gmze  over  a  wide  area, 
must  employ  herders  and  must  have  a  large  band  of  sheep  to  provide 
an  economic  unit.  Furthermore,  such  a  limitation  would  force  larger 
producers  to  liquidate  or  reduce  their  production  because  on  the  open 
market  today  they  would  receive  an  average  of  only  41  percent  of 
parity  for  that  portion  of  their  wool  production  that  would  be  in- 
eligible under  a  payment  limitation  program.  And  forcing  a  sheepman 
to  Rquidate  is,  of  course,  inconsistent  with  the  purposes  of  the  National 
Wool  Act  aimed  at  maintaining  and  increasing  production  of  a  deficit 
commodity. 

For  these  reasons  we  strongly  oppose  payment  limitations. 

Now,  in  conclusion,  S.  3068  before  your  committee  and  several  bills 
introduced  in  the  House,  would  make  permanent  the  National  Wool 
Act  and  other  farm  programs.  Speaking  on  behalf  of  the  National 
Wool  Act  we  feel  this  is  a  sound  approach. 

As  I  pointed  out  in  the  beginning  of  my  statement,  the  wool  act 
is  now  in  its  16th  year  of  operation  and  has  had  consistent  and  almost 
onqualitied  support  from  the  administrations  of  both  parties  and 
almost  all  segments  of  the  industry  from  the  producer  through  the 
manufacturer,  I  think  the  program  is  somewhat  imique  in  that  it  has 
the  endorsemMit  of  all  three  ofthe  major  farm  organizations,  namely, 
the  American  Farm  Bureau  Federation,  the  National  Farmers  Union 
and  the  National  Grange,  It  would,  therefore,  seem  most  logical  to 
place  the  program  on  a  permanent  basis  rather  than  to  have  to  go  to 
the  time  and  expense  of  hearings  and  all  of  the  other  work  in  the  legis- 
lative  process  every  3  or  4  years,  especially  when  Congress  could  at 
any  time  amend  or  rescind  a  program  if  it  should  be  deemed  necessary 
or  advisable. 

We  would  like  to  again  emphasize  the  importance  of  the  National 
Wool  Act  in  maintaining  a  sheep  industry  in  the  United  States.  Ex- 
tension as  early  as  possible  this  year  would  he  advantageous  to  the 
sheep  industry.  Sheep  production  is  a  long-term  enterprise.  It  takes 
2  years  from  the  time  a  ewe  is  bom  until  she  reproduces.  Clearly  our 
production  is  somewhat  different  from  that  of  a  yearly  planted  crop. 
Furthermore,  in  planning  production  for  2  years  ahead  or  even  for 
a  longer  span,  loaning  agencies  have  to  know  what  the  economic  out- 
look IS  going  to  be  for  the  industry  and  whether  or  not  the  wool  act 
will  be  m  operation.  So  announcement  as  early  as  possible  this  year 
of  an  extension  of  the  program  beyond  1970  would  be  most  helpful. 

In  closing,  I  would  like  to  express  our  deep  appreciation  to  this 
committee  tor  the  assistance  you  gave  us  both  at  tJie  inception  of  the 
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act  and  in  the  several  extensions  of  thb  prwram  that  have  talmi  place 
since  1954.  That  completes  my  statement^  ^nator. 

TheCHAiHMAN.  Tnankyou.Anyquestions! 

Senator  CmrnB.  Just  one  very  briefly.  How  are  yon  getting  along 
with  the  syntlietics  ? 

Mr.  Marsh.  Well,  there  is  no  doubt  that  the  synthrtics  have  re- 
placed some  of  our  wool  production.  However,  I  think  in  the  past 
few  years  wool  has  made  somewhat  of  a  comeback  and  I  know  it  is 
recognized  as  a  quality  fiber.  Synthetics  have  given  us  competition; 
yes,  there  is  no  doubt  about  that. 

Senator  Curtis.  That  is  all. 

The  Chairman.  Thank  you,  sir. 

(Mr.  Marsh's  prepared  statement  and  the  statement  of  Mr.  Crowder 
referred  to  above  are  as  follows :) 


Mr.  Cbalrman  and  members  of  tJie  committee,  tbia  statement  Is  presented  m 
bebalf  ot  tbe  National  Wool  Growers  Association.  Our  organiiatkHi,  which  bu 
been  In  existence  for  104  years,  speaks  for  the  termers  and  rancheiB  ot  the  Dnlted 
States  who  raise  sheep  for  the  production  of  both  lamtw  and  wooL 

Our  principal  membership  consists  ot  21  state  and  area  sheep  prodncer  otp- 
nizatlons  ofwratlng  in  Arizona,  California,  Colorado,  Idaho,  Indiana.  lowB,  Ku- 
sas,  Minnesota,  Mississippi,  Missouri,  Montana,  N^raska,  Nevada,  New  MezlM, 
New  Yorfe,  Oklahoma,  Oregon,  Texas,  Utah,  Wasiiington,  South  Dakota  Wiscon- 
sin and  Wyoming.  In  this  23-state  area.  89  percent  of  the  nation's  wool  b»$ 
produced  in  1969.  Wool,  however,  is  produced  In  all  50  states. 

At  our  105th  Annual  Convention,  held  In  January  of  this  year,  a  r«»olatloii 
was  unanimously  adopted  urging  that  the  National  Wool  Act  of  1954  'be  extenijed 
and  made  permanent  Tbe  National  Wool  Act,  as  a  part  of  the  Food  and  Agri- 
culture Act  of  190!>,  applies  on  wool  marlieted  through  December  31,  1970. 

The  Wool  Act  Is  now  in  Its  sixteenth  year  of  operation.  We  think  it  Is  a  nnlqiK 
program  in  that  it  has  had  consistent  and  almost  unqualified  support  from  tbe 
Administrations  ot  both  parties,  as  well  as  all  major  segments  of  the  wool 
Industry  from  producer  through  manufacturer. 

Wool,  like  sugar,  is  in  deficit  production  in  this  country.  Part  of  the  congrw- 
slonal  policy  in  establishing  the  Wool  Act  was  to  encourage  domestic  production 
of  wool.  The  Act  was  also  established  in  lieu  of  a  tariff  duty  increase  on  Imported 
raw  wool  which  was  recocnm ended  by  the  Tariff  Commission  In  1954-.  CongresBin 
the  Wool  Act  has  reoognixed  that  sheep  are  not  only  Important  to  the  economy 
of  many  semi-arid  regions  where  crop  production  is  not  feasible  but  has  recog- 
nized the  Imi>artance  of  having  a  supply  of  dtMuestlc  wool  so  that  our  mills  wUt 
not  be  entirely  dependent  on  foreign  supplies. 


The  incentive  payment  program  under  the  National  Wool  Act  was  designed 
as  an  alternative  to  increasing  the  tarlO  on  wool.  This  program  haa  proved  to 
lie  a  practk-nl  and  sound  method  of  providing  price  assistance  to  wool  groiren 
without  adversely  affecting  the  competitive  jiositlon  with  other  Sbera  and  im- 
ported wool.  The  total  of  the  payments  is  limited  to  70  percent  of  the  dntlw 
<rollH*led  on  imi)orts  of  wool  and  woo!  manufacturers  lieginning  January  1,  1953. 
(Commodity  Credit  Corporation  makes  the  payments  and  is  reimboraed  each 
year  by  aiiproprlatlon.i  under  the  A<rt  limited  to  70  percent  of  the  duty  collections 
on  wool  and  wool  uianufactun-s  the  preceding  calendar  year.  This  method  oi 
financing  provides  the  assurance  of  funds  essential  for  an  Incentive  piognm 
conMldering  the  lonK-tenn  nature  of  sheep  and  wool  production. 

Under  tbe  National  Wool  Act.  growers  sell  their  wool  in  normal  maAetiiif 
channels.  After  the  year  la  over,  and  the  average  price  received  for  wool  sold 
during  the  marketing  year  is  known,  payments  are  made  to  bring  the  national 
average  [iriee  received  by  all  growers  up  to  the  incentive  level.  The  Incentive  Ie»d 
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9  determtned  each  year  by  a  parity  Index  formula  lo  the  Wool  Act.  The  pay- 
lenta  are  made  at  one  percentage  rate — the  percentage  required  lo  trlng  the 
latiooal  average  price  for  wnml  sold  in  IJie  free  market  up  to  the  Incentive  level. 
rhJa  one  rate  is  afi^lled  to  the  net  saleti  proceeds  received  b;  each  grower  to 
letermlne  the  amouat  of  bla  Incentive  payment  By  making  the  payments  on  a 
ercentage  basis,  growers  are  encouraged  to  improve  tlie  quality  and  marketing 
f  tltelr  wool  to  ot^taln  the  beat  price  possible,  becanse  the  higher  the  price  the 
idividual  grower  geta  in  the  free  market,  the  greater  his  payment. 

Support  for  pulled  -wool  la  provided  under  the  Act  to  maintain  normal  market- 
ig  jtructlcea;  that  Is,  to  prevent  unusual  shearing  prior  to  marketing  just  to  get 
be  payment  on  shorn  wool.  Thia  is  being  bandied  by  making  payments  on  sales 
t  unshorn  lambs. 

oiia  National  Wool  Act  also  provides  for  the  support  of  mohair  by  payments 
imllar  to  those  on  shorn  wool.  The  Act  provides  that  mohair  prices  are  to  be 
nnmrted  within  IS  percent  of  the  comparable  percentage  of  parity  at  which 
horn  wool  is  summrted.  During  the  first  15  years  of  the  operation  of  the  Wool 
iCt.  there  were  none  years  when  payments  were  not  required  on  mohair  because 
larket  prices  for  mohair  in  those  years  were  above  the  support  level. 

FACTOBS    AFFECT!  NO    SHBEF    PBfXJUITriON 

Shom  wool  production  in  the  United  States  increased  during  the  flrst  six  years 
•f  the  wool  program — from  around  235  million  pounds  in  1955  to  265  mlllton 
onnda  in  1960.  Since  1960,  wool  production  has  been  on  the  decline — down  to  ap- 
roximately  16T  million  pounds  in  1969. 

Factors  contributing  to  the  decline  in  stock  sheep  numbers  and  wool  produc- 
iOD  since  1960  indnde : 

1.  A  sharp  drop  in  lamb  prices  in  1961  and  1962  and  a  slow  price  recovery 
□p  to  196S. 

2.  Inability  to  obtain  adequate  and  dependable  labor. 

3.  Severe  losses  from  predatory  animals, 

4.  Drought  In  some  areas. 

5.  Continued  reductions  in  grazing  allotments  on  Federal  grazing  lands. 

6.  Shifts  to  other  livestock  and  alternative  farm  enterprises. 

Payments  under  the  wool  program  have  provided  incentive  on  the  wool  portion 
f  the  sheep  enterprise,  but  have  not  compensated  for  all  of  the  adverse  factors 
etennining  the  trend  of  stock  sheep  numbers  and,  hence,  wool  production.  We 
lost  recognize,  however  that  many  growers  are  In  sheep  and  wool  production 
tday  who  would  have  liquidated  their  flocks  if  it  had  not  been  for  the  wool 
■yment  prt^ram.  Therefore,  the  Wool  Act  is  encouraging  wool  production  since 
lie  level  of  production  would  be  considerably  lower  without  the  assistance  the 
rogram  provides. 

The  industry  is  endeavoring  to  solve  or  alleviate  its  problems  in  these  ways : 

1.  We  are  working  for  stepped-up  research  on  sheep  production  to  increase 
the  number  of  lambs  produced  per  100  ewes  as  a  means  of  increasing  the  net 
income  to  the  sheep  enterprise, 

2.  We  nave  cooperated  with  USDA  in  the  recent  formulation  of  a  new 
marketing  system  to  grade  lambs  on  the  basis  of  their  yields,  the  aim  being 
to  secure  better  returns  for  growers  producing  lambs  with  higher  "cut-out" 
values. 

3.  We  have  a  marketing  committee  considering  possible  ways  through 
which  we  might  increase  our  marketing  eCFectiveness  and  efficiency  to  incrv>)^ 
retorns  from  the  sale  of  both  lamb.i  and  wool. 

4.  Where  feasible,  more  areas  are  being  fenced  to  reduced  the  need  for 
herding  labor, 

B.  We  are  continuing  to  work  with  the  Bureau  of  Sport  Fisheries  and 
Wildlife  both  for  better  animal  control  under  existing  programs  and  for 
research  to  develop  better  control  methods, 

fl.  We  are  working  with  government  agencies  for  brush  removal,  reseeding, 

and  other  programs  to  Increase  the  carrying  capacity  of  grazing  lands,  in  an 

effort  to  raise  more  sheep  per  acre. 

We  earnestly  hope  that  these  efforts  to  improve  the  industry,  augmented  by  the 

nportant  National  Wool  Act  program,  will  serve  to  stem  the  liquidation  tide. 
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PRICE   OUTLOOK 

Returns  frou  the  snlc  of  lambs  rcprci^Dt  two-thirds  to  three-fourthci  of  tbe 
nhiKii  jir'Kliictrs'  total  Income.  Therfforc,  when  lamb  jirices  are  low  the  economj 
of  the  indtistry  is  advertiely  aFTected.  Farm  prices  for  lamb  from  1961  tbroo^ 
1H67  were  low  unil  ilid  not  keep  iiaiH'  with  rising  prinluftion  costs.  This  waa  a 
factor  fn  rediicini:  shi>ep  numbers.  In  IIIOS  an<l  10(!!>  farm  prices  for  lambs  hare 
bi^rn  i'triinicer  a.ud  we  hare  detected  some  renewed  optimism  Id  the  Indastry.  In 
fact,  lust  KUmuKrr  at  the  .National  Ram  Sale,  which  our  orgranization  sponsors. 
Ramboulllet  ramn,  the  foundation  breed,  and  other  white-faced  breeds  were  all 
in  demand  and  sold  at  stronger  price^j.  Tliis  is  indicative  of  some  Interest  In 
rebuildini!  Hocks  and  in  producing  more  ewe  lamb.s  to  increase  sheep  nomberB. 
Interest  in  purchasing  ewe  Iambs  for  flock  replacements  is  also  strong  at  thU 

Wo  hope  that  tliis  incrcaaed  optimism  will  not  be  dampened  by  greatly  lacreas- 
Ing  imiKirts  of  frozen  lamb  meat  from  New  Zealand  and  Australia.  It  is  obvioiu 
that  Jmiwrters  uri>  trj-ins  '"  take  advantage  of  higher  prices  in  the  United  State! 
by  flooding  our  markets  with  lamb  from  Xew  Zealand  and  Australia,  lliis  is 
clearly  evident  by  the  fact  that  in  1!>69  lamb  imports  were  tlie  highest  In  liistory, 
44  million  pounds.  Lamb  imports  have  ]umx«d  from  2.0  per  cent  of  our  dcHnesdc 
production  in  1067  to  8.6  per  cent  in  1009. 

On  the  wool  side  of  the  picture,  we  have  not  as  yet  seen  any  substantial  recovery 
from  the  world-wide  cyclical  decline  in  wool  prices  wliieb  started  in  the  last  half 
of  19G6.  The  average  farm  price  of  wool  in  I0G6  was  52.1  cents  per  pound,  the 
second  highest  in  the  history  of  the  Xational  Wool  Act.  but  in  1967  It  dropped 
to  ittt.H  cents  [ler  pound.  In  10U8  a  slight  price  recovery  brought  the  average  to 
40,r)  cents.  Wliilc  the  ItMSO  average  farm  price  of  wool  will  not  be  known  until 
late  next  month,  it  is  estimated  to  be  41.0  <-ents,  a  further  slight  recovery.  Dne 
to  lower  market  prices  in  1967  through  1969,  these  have  l)een  years  in  which 
hlgher-than-average  payments  were  required  to  bring  the  average  farm  price  up 
to  tJie  incentive  level.  However,  some  previous  years.  Including  1966.  have  com- 
jNTiHated  for  this  in  lower-than-average  payments.  Growers  want  to  see  good 
market  pricts  for  wool  for  this  redut-es  the  amount  of  luiymeots  that  have  to 
bo  made  under  the  Wool  Act  and  we,  therefore,  hope  that  there  will  Boon  l»e  a 
more  pronounced  price  recovery. 

We  would  also  like  to  point  out  that  in  addition  to  increased  payments  required 
for  shorn  wool  in  the  1967  and  1968  marketing  years,  due  to  the  decline  In  the 
farm  price  of  wool,  aubstanlial  jaymenta  were  also  required  on  mobaii.  Wliile 
no  payments  were  required  on  molialr  during  nine  of  the  flrst  fifteen  years  of  the 
operation  of  the  National  Wool  Act,  and  while  payments  in  two  of  the  six  re- 
maining years  were  small,  a  rather  drastic  drop  in  mohair  prices  in  1967  resnited 
in  mobalr  payments  totalling  11.4  million  dollars,  while  a  modest  price  recovery 
In  1968  reduced  payments  for  that  year  to  10.6  million  dollars.  However,  we  are 
pleased  to  see  a  substantial  recovery  in  the  mohair  market  In  1969,  with  prices 
averaging  around  63  to  65  cents  as  compared  to  last  year's  average  of  45  cents. 
Therefore,  payments  on  mohair  for  the  1969  marketing  year  will  probably  be 
7  to  7^^  million  dollars  under  those  for  the  1968  marketing  year.  In  the  two  year 
period,  from  1967  to  1969,  annual  payments  on  wool  and  mohair  for  those  mar- 
keting years  were  reduced  an  estimated  10.5  million  dollars. 

COST  INDEX  FOBMULA 

During  the  first  eleven  years  of  the  operation  of  the  Wool  Act,  the  level  of  In- 
centive payments  under  the  Act  was  continued  at  62  cent«  per  pound.  As  we  have 
pointed  out,  this  level  did  encourage  increased  wool  production  up  to  1860.  How- 
ever, low  iamb  prices  In  1961  started  a  production  decline. 

When  the  Wool  Act  was  ejteuded  in  19^  thl.'s  Committee  recognised  that! 
higher  Incentive  level  was  desirable  In  view  of  rising  cost  conditions.  Therefore, 
a  formula  was  added  to  the  Act  through  which  the  incentive  lerel  is  adjusted 
on  ttie  liasis  of  changes  In  the  IISD.V  cost  lnde:[.  This  is  the  Index  of  prices  paid 
by  farmers,  including  commodities  and  services,  interest,  taxes  and  farm  vage 

Under  this  formula  the  Incentive  level  was  increased  to  65  cents  for  the  1988 
marketing  year  comjMired  to  the  62  cents  that  had  been  maintained  for  each  year 
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liiice  the  Inception  of  the  program  eleven  years  earlier.  With  the  continued  np- 
irard  trend  in  the  Index,  the  Incentive  level  tor  the  1967  marketing  year  wae 
66  cents,  for  the  1968  marketingyearit  was  67  cents,  for  Che  1989  marketing  year 
It  Is  69  centa,  and  for  this  year  It  will  be  72  cents.  With  the  measures  to  control 
Inflation,  we  hope  our  growers  will  not  continue  to  be  faced  with  the  Increases 
In  Interest  rates,  tases,  wages,  and  other  costs  of  production  we  have  experienced 
the  paat  several  years. 

TTio  formula  doea  provide  a  reasonable  reflection  of  costs  on  the  wool  aide  of 
the  sheep  enterprise.  Sheep  raising  and  wool  production  are  important  to  certain 
areas  of  our  country.  The  present  level  of  production  Is  in  the  national  interest 
and  desirable.  As  set  forth  in  the  Act,  It  certainly  is  "a  measure  of  national 
security  and  In  promotion  of  the  general  economic  welfare"  to  continue  this  wool 
program  to  encourage  the  maintenance  of  what  production  we  presently  have 
and,  hopefully,  to  Increase  production  if  at  all  possible. 

liie  added  cost  of  the  program  resulting  from  the  increases  In  the  incentive 
level  under  the  formula  are  modest.  At  the  present  level  of  wool  production  about 
two  million  dollars  a  year  in  iMyments  is  required  for  each  one  cent  inci'eaae  in 
the  incentive  level. 

Aaaumlng  wool  prices  In  the  free  market  return  to  reasonable  levels,  the  in- 
crease in  the  Incentive  level  provided  by  the  formula  should  result  In  wool  pay- 
ments no  higher  than  the  45. 6-mil lion-dollar  average  during  the  Qrst  eleven  years, 
when  the  incentive  price  was  held  at  62  cents. 

FUNDI  NO  OF  PBOaaAU 

We  would  like  to  point  out  that  even  though  the  funding  of  the  program  (the 
equivalent  of  70  per  cent  of  duties  collected  on  Imports  of  wool  and  wool  manu- 
factures) is  adequate  to  cover  a  considerably  larger  drop  in  wool  prices  than 
occurred  In  1967,  the  wool  growers  naturally  do  not  want  low  farm  prices  for 
wool.  They  want  to  see  good  market  prices  which  In  turn  hold  the  coats  of  the 
Tool  program  within  reason.  We  should  also  point  out  that  in  six  of  the  first  fif- 
teen years  of  the  Wool  Act  program,  the  farm  price  of  wool  was  above  the  average 
tor  the  fifteen  years  and,  hence,  wool  jwiyments  for  those  six  years  (including 
1986)  averaged  17.1  million  dollars  less  per  year  than  the  45.7  million  dollar  av- 
erage for  the  first  fifteen  years. 

We  wonld  also  like  to  point  out  that  the  National  Wool  Act  is  a  program  re- 
quiring no  expenditures  by  the  Government  for  storage  charges,  sales  charges 
or  possible  losses  on  the  International  Market,  as  Is  true  with  some  farm 
programs. 


The  National  Wool  Act  has  given  the  sheep  Industry  the  opportunity  to  promote 
Its  own  products  through  a  self-help  program.  The  Wool  Act  helps  the  U.S.  sheep 
producer  to  compete  with  similar  foreign  products  which  have  lower  production 
costs  and  enables  him  to  finance  his  own  promotion  organization  for  the  develop- 
ment of  new  and  larger  markets  for  his  two  entirely  dilTerent  products — iambs 
ud  wool. 

In  September  1955,  sheep  industry  leaders  formed  their  own  promotion  organi- 
Utlon.  the  American  Sheep  Producers  Council,  with  headquarters  in  Denver. 
Colorado.  This  organization  is  entirely  supported  and  governed  by  sheepmen  and 
almost  every  sheep  producer  in  the  United  States  contributes  to  the  program 
through  deductions  from  Incentive  payments  he  receives  under  Section  70S  of  the 
National  Wool  Act. 

The  purpose  of  the  American  Sheep  Producers  Council  programs  Is  to  expand 
the  demand  for  lamb  and  wool  through  a  self-help  program  of  promotion,  ad- 
vertising, market  analysis  and  education  on  behalf  of  the  sheepmen  of  the  United 
States. 

The  year  following  each  pxtensinn  of  the  National  Wool  Act.  the  Secretary  of 
Agriculture,  under  section  708  of  the  Act  may  conduct  a  national  referendum  in 
order  that  sheep  producers  can  determine  for  themselves  whether  they  want  to 
continue  with  their  promotion  programs  through  their  own  organization,  the 
American  Sheep  Producers  Council.  The  sheep  producers  have  voiced  their  ap- 
proval of  this  self-help  program  in  four  referenda.  The  last  referendum,  in  1966, 
received  79.9  per  cent  approval  of  the  total  producers  who  voted. 
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FuDilii  for  the  aheepiiieii's  promotlDn  and  adfertlslns  pragiama  ai»  deriied 
b>-  dwiiurtiviis  from  ttu*  wool  inceotlve  payments  at  the  rate  of  I^  cents  per 
IHiiind  of  sihorn  w<jol  and  7%  cents  for  each  100  pounds  of  nnshom  lambs. 

It  1«  to  the  credit  of  tbe  sheep  jiroducer  that  he  realizes  the  wisdom  of 
Itrouicitint;  bis  productM  JiiNt  an  other  indu:<triee  in  America  me  doing  and  b 
wUllne  III  s)H-tid  IiIh  own  time  iiud  monej  to  improve  tbe  economic  conditloD  of 
hlM  ln(lii!<tr>'. 

Mohair  Krowers  have  also  (irffanlzed  a  belf-belp  promotion  and  advertiiHig 
pniKraui  under  fjec-tlon  TIKI  of  tjie  Wool  Act,  designed  to  Increase  demand  (or 
mohair  [iriHluctit.  The  mohair  promotion  program  commenced  in  1007. 


The  National  Wool  Growers  Association  adopted  a  resolution  at  Its  convra- 
lion  laHt  luonlh  opiioslng  limitations  of  payments  under  farm  programs.  WbUe 
we  feet  that  piiyment  limitations  are  economically  unsound  In  any  farm  pn^ 
grams,  l:i  the  case  of  the  wool  program  they  would  be  highly  impractlal, 
dlM-rlmiuiitory  and  would  create  iierious  economic  hardshipii.  ThU  is  e«peclilU 
rrui^  In  the  semi'arld  regions  of  the  West  and  Southwest  where  cropa  cannot  lie 
grown  iind  where  a  sheep  producer  has  to  depend  on  his  wool  and  lamb  prodncUin 
for  his  total  income.  In  the  semi-arid  regions,  he  frequently  mnat  grase  over  i 
wide  area,  innst  employ  herders,  and  must  hare  a  large,  band  of  sheep  to  proflde 
nn  economic  unit. 

Furthermore,  Nucb  a  limitation  would  force  larger  prodncers  to  liquidate tbelr 
prodnctlon  because  on  the  open  market  today  they  would  receive  an  avcfSje 
of  only  41  per  cent  of  parity  for  that  portion  of  their  wool  prodoctloD  llUl 
would  be  ineligible  under  a  payment  limitation  prt^ram.  Even  with  tlie  pnaait 
wool  program,  sheepmen  frequently  find  production  costs  exceeding  Inictune. 

Forcing  a  sheepman  to  liquidate  la.  of  course,  inconsistent  with  the  pnrpow 
of  tbe  National  Wool  Act,  aimed  at  maintaining  and  increasing  production  ot 
n  deficit  commodity. 

For  these  reasons  we  strongly  oppose  payment  llmitattons. 

CONCLCStON 

S.  3IXW,  before  your  Committee,  and  several  hills  introduced  in  tbe  Howe, 
would  make  jiermanent  the  National  Wool  Act  and  other  farm  programs.  Speak- 
ing on  behalf  of  the  Nntlooal  Wool  Act,  we  feel  this  Is  a  sonnd  approach.  Aj  I 
Itolnted  out  Id  the  beginning  of  this  statement,  the  Wool  Act  is  now  In  Id 
sixteenth  year  of  operation  and  has  had  consistent  and  almost  unqoaUlled  nr 
port  from  the  Administrations  of  both  parties  and  almost  all  segments  ottSe 
industry  from  Ihe  producer  through  the  manufacturer,  liie  Wool  Act  also  bu 
the  endorsement  of  all  three  of  the  nmjor  farm  organisations ;  named;,  tbt 
American  Farm  Bureau  Federation,  the  National  Farmers  Union  and  the  Ni- 
tlunal  Grange.  It  would  therefore  seem  most  logical  to  place  the  program  ob  i 
|N>niinuent  basis  rather  than  to  have  to  go  to  tlie  time  and  expense  of  heerliir 
and  all  of  tlie  other  work  in  the  legislative  process  every  three  or  four  ytm 
(•specially  when  Congress  could  at  any  time  amend  or  rescind  a  program  If  ft 
KhouUl  be  deemt-d  ne<^"ssarr  or  advisable. 

We  would  like  to  again  emphasize  the  importance  of  the  National  Wool  Act 
In  maintaining  a  sheep  Industry  in  the  I'nited  States.  In  fact,  the  Wool  ArtU 
vital  to  the  ec<mouilc  health  of  our  donn-stic  sheep  Industry.  Extension  of  tlx 
Act  as  early  as  possible  this  year  would  be  advantageous  to  the  sheep  IndvtiT- 
Sheep  iiroilnction  Is  a  long-term  enterprise.  It  takes  two  years  from  thetimei 
ewe  lamb  Is  bom  until  she  reproduces.  Clearly  our  production  Is  dtlFerent  Ikb" 
II  yearly  planted  crop,  Frirthe.rmore.  In  planning  production  for  two  jrut 
ahead,  or  even  for  a  longer  spun,  loaning  agencies  have  to  know  what  thee**- 
noitiic  outlook  is  going  to  be  for  the  industry  and  whether  or  not  the  Vm' 
Act  will  l>e  in  (>|K>rat[on.  Announcement  as  early  as  possible  this  year  of  an  ei' 
tension  of  the  iiroRratn  beyond  lt»70  would  therefore  be  most  helpful.  Also.  dd<W 
the  piirily  index  formula  in  the  Wool  Act,  the  Incentive  level  can  now  be  *" 
lermined  a  year  in  ailvance.  Therefore,  if  the  program  Is  extended  earlT  tUs 
year,  growers  can  determine  the  1»71  incentive  level  and  plan  ahead  in  tW' 
o|)oratIi>ns. 

AVe  would  like  to  express  our  deep  appreciation  to  this  Committee  for  tbe  «•■ 
.-iideration  you  have  given  us  both  Ot  the  IncepUon  of  the  Wool  Act  in  1854  m 
at  hearings  since  that  time  on  Its  extension. 
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Wabhixgtox,  D.C,  Jfarofc  It.  im. 
Ilnii.  AiXKx  J.  Blixnder. 

Chairman.  Committee  on  Agriculture  and  Forcatry. 
TJ.H.  Senate.  Wathliigt<in,  D.C. 

Dear  Senator  Ei-lendeb  :  In  accordan<.«  wltb  your  pennlssltm  granted  at  tbe 
re<iuest  of  Jlr.  Kdwin  E.  Marsh.  Executive  Secretary  ot  the  XallMial  Wool 
Qrovera  Asaot^atlon,  we  submit  the  following  statem^it  and  re^tectfnlly  reqaeit 
that  It  be  iirlsted  in  the  record  of  the  Agriculture  Conunlttee's  hearings  on  fma 
pn^raniH  iuimedlately  following  Mr.  Marsh's  statement  of  Februaiy  20, 1070: 

The  National  Association  of  Wool  Manufacturers  wishes  to  ^pnss  its  snp- 
IHjrt  for  the  position  of  the  National  Wool  Growers  Association  favoring  permi- 
nent  extension,  without  change,  of  the  National  Wool  Act  of  1854. 

This  Assoclatioa  1h  the  national  trade  organization  of  the  wool  textile  IndustiT, 
which  provides  vlrtuallj'  the  sole  market  for  raw  wool  produced  in  the  United 
States. 

We  consider  that  a  sound  and  prosperous  dtraiestic  wool  Krowlng  industry  Is  In 
the  national  Interest.  Certainly  It  is  basic  to  the  economy  of  a  vast  ar«a  of  the 
United  States. 

Our  Association  has  sai)i>orted  the  National  Wool  Act  since  ita  Inception  sli- 
teen  years  ago.  We  feel  the  Wool  Act  is  almost  unique  among  agrlcultoiHl  )X0- 
grains  In  that  It  has  the  unanlmou»  support  of  all  major  segments  of  tbe  indnstiT 
from,  grower  through  manufacturer. 

This  program  has  allowed  domestic  wool  to  move  Into  consumption  without 
Government  lnterfprenc«.  It  also  encourageH  gron-ers  to  uae  a  portion  of  their 
support  i>ayment8  to  Improve  the  market  for  their  product  Almost  every  ahecp 
producer  In  the  United  States  helps  support  this  promotion  program,  throngli 
contributions  from  his  incentive  payments. 

The  Association  strongly  supports  and  would  like  to  emphasize  Mr.  Marrii's 
statement  to  tike  Committee  that  "the  National  Wool  Act  Is  a  program  reqnlrlnc 
no  expenditures  by  the  Government  for  storage  charges,  sales  <^arges  or  possible 
losses  on  the  international  market,  as  is  true  with  swne  farm  programsL*' 

In  our  Judgment  the  Wool  Act  baa  worked  well,  to  the  beneflt  of  gnwen, 
dealers,  manufacturers,  and  consumers.  We  feel  it  Is  Important  that  It  t>e  nmde 
permanent  wittu>ut  change. 
Sincerely, 

Jack  A.  Cbowdbb, 
President,  "SatUmal  Association  of  Wool  Manufacturer!. 

The  Chairman.  Mr.  Duzan. 

STATEHENT   OF  CLEO  A,   DUZAIT,   CEAIBHAN,   mXTTED   GBAII 
PABMEES  OF  AMERICA,  OAKLAIH),  HE. 

Mr.  Ddzax.  Senator  Ellender,  Members  of  Congress,  I  have  with 
me  a  group  of  farmers.  I  wish  them  to  sit  here  behind  me  and  some 
question  you  mip;ht  ask  that  I  inywelf  might  not  be  able  to  answer,  I 
would  like  to  t-ull  upon  them. 

The  Chairman.  Very  well.  Step  forward,  gentlemen. 

Mr.  UizAN.  Due  to  the  lateness  of  the  hour,  I  may  inst  rend 
through  this  and  then  we  may  come  bark  to  questions,  \\onld  this  be 
of  help,  sir? 

The  ('ii AIRMAN.  Well,  do  not  mind  about  the  time.  I  will  listen.  Both 
of  us  will. 

Mr.  DrzAN.  Yes,  sir. 

Honorable  Senator  Ellender,  I  am  Cleo  Dwzan,  chairman  of  the 
I'nited  Grain  Farmers  of  America,  a  group  of  dedicated  farmers  anJ 
businessmen  who  drove  their  trat'tors  800  miles  to  Washington  last 
summer  to  ask  you  gentlemen  for  a  program  that  would  have  the 
Government  supervise  siiflicient  control  of  grain  production  to  cause 
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Hoes  to  reach  parity  at  the  market  place.  This  we  asked,  as  a  program 

>  replace  the  subsidy  system  that  we  have  been  operating  luider  for 

»rly  40  years. 

So  far  you  have  not  seen  fit  to  give  the  farmers  a  chance  to  vote  on 
this  kind  of  program.  Realizing  that  fanners  must  have  some  price 
protection,  UGFA  has  done  the  next  best  thing;  We  have  joined  the 
foalition  of  farm  organizations,  seeking  price  supports,  until  8U( 
time  as  the  UGFA  program  is  given  a  fair  trial. 

We  ask  you  not  to  condemn  tlie  judgment  of  rural  America,  even^ 
it  may  differ  from  your  own ;  consequences  of  our  deeds,  history  wl. 
record.  Let  us  not  forget  that  it  was  a  coalition  of  farmers,  smal 
businessmen  and  tradesmen  ivlio  migrated  to  this  country  from  the 
oppressions  of  centralist  nations,  ana  who  gave  this  coimtrj-  the  basic 
stnictures  and  laws  wiiich  iiave  provided  stability  for  the  greatest 
Nati<m  the  world  has  ever  known,  and  for  a  longer  period  than  ever 
en  joved  by  any  other  nation.  We  ask  you  not  to  cast  off  the  institutions 
and  laws  which  have  made  this  responsible  for  a  return  of  centralism 
which  surely  will  lead  to  a  new  oppression. 

The  Roman  Empire  started  out  as  a  democracy,  but  gi-adually  it  ga' 
way  to  monopolistic  centralization.  Rome  of  that  time,  compares  v 
the  the  big  city  society  of  our  time.  Rural  people  of  the  Roman 
looked  up  to  the  big  city  of  Rome.  Wliat  did  they  behold!  "Bread  and 
circuses'",  was  the  cry  of  the  people.  There  was  gay  times,  good  job 
opportunities,  wonderfid  highways,  free  medical  .services,  ses,  short 
hours,  good  pay  and  holidays  unlimited.  Young  and  old,  the  people 
took  on  for  Rome,  And,  why  not!  It  jnst  did  not  compare  withcomitry 
hfe,  where  the  hours  were  long,  the  woik  hard,  and  the  pay  poor. 
There  was  50  pel-cent  of  parity  for  production,  no  representation  in 
government,  and  free  farmers  had  to  work  in  competition  with  con- 
glomerates worked  by  slaves. 

Then  there  came  a  time  when  the  need  for  food  liecame  critical,  and 
Jhe  people  having  tasted  the  goodies  of  life,  would  not  go  back.  Even- 
BBlly  Rome  fell.  , 

PCuba,  a  modern  Btune.  J 

frManv  countries  have  since  taken  the  route  of  Rome,  but  the  case  or 
Tuba  should  have  particular  importance  for  us,  both  because  it  hap- 
pened in  modem  times  and  because  the  same  financiers  who  "did  it"  to 
Cuba  are  trying  to  "do  it"  to  the  farmers  of  America, 

Cuba  had  a  long  history  in  which  many  thousands  of  families  lived 
an  independent  life  on  diversified  family  farms.  But  along  came  World 
War  I,  and  a  staggering  demand  for  sugar.  The  worm  traders  en- 
couraged Cubans  to  specialize  in  the  production  of  sugar.  To  do  this, 
ir  was  necessary  to  quit  growing  their  own  fruits  and  vegetables  and 
livestock.  The  Cubans  uprooted  oocoanut  plantations,  maliogany  for- 
ests, and  other  valuable  ci-ops  to  specialize  in  sugar.  When  the  (^'ul>an 
Iianks  ran  short  of  credit,  Chase  Manhattan  nnd^ational  City  Banks 
extended  credit  through  them,  making  it  available  at  10  percent 
interest,  "^ 

Cuba  then  went  on  a  pleasure  binge  described  as  the  "dance  of  t 
millions."  Things  went  along  fine  for  quite  a  while,  but  the  daucii 
raded  when  the  price  of  sugar  dropped  from  some  23  cents  per  pom 
In  less  than  4  cents  per  pound.  The  Cubans  were  not  able  to  perform 


I  the 
3uch^^_ 

nair 


406 

on  tlieir  notpp,  and  the  Xew  York  banks  prabbed  the  Cuban  land  in 
default. 

I  Imiger  and  pri  viit  ion  followed  that,  and  f^everal  decades  later  along 
came  a  Communist  who  got  himself  a  following  by  promising  to  over- 
turn the  monopolists  and  give  flie  land  back  to  the  peasants.  But 
instead,  he  made  it  part  of  the  communistic  state. 

Thus,  first  the  monopolists  exploited  the  peasants,  then  the  Com- 
munists took  it  away  from  the  monopolists. 

The  "magic  formula"  again. 

Everyone^  including  our  great  white  fathers  in  Washington,  once 
again  are  singing  the  same  old  refrain.  Specialization,  volume,  debt 
Next  comes  captivity.  It  first  became  a  swinging  pn^ram,  with  the 
broiler  business,  followed  by  laying  hens,  then  bwf  cattle,  and  it  now 
threatens  hogs  and  grain. 

With  less  than  3  million  farmers  on  the  land,  just  months  ago,  the 
target  was  to  shoot  for  500,000  farms,  producing  80  to  90  percoit  of 
the  food  and  fiber.  On  February  3,  apeaking  at  the  UniveiBity  of 
Illinois,  Darryl  Francis,  president  of  tne  Federal  Reserve  Bank,  St 
Louis,  endorsed  the  proposition  that  we  target  for  100,000  farmers  to 
produce  that  same  amount. 

Other  speakers  on  the  program  anticipated  a  future  population  of 
230  million  people.  That  would  mean  one  farmer  feeding  2,300  people 
in  this  country,  to  sav  nothing  about  the  food  we  hope  to  ship  overseas. 
The  danger  of  a  foo<l  crisis  in  this,  should  be  readily  apparent  to  any- 
one. Cannot  we  take  at  least  a  little  hint  from  Rome  or  from  Cuba? 

Earlier  I  spoke  of  Hrst  losing  our  property  rights,  then  our  human 
rights.  The  southern  gentlemen  of  the  Agriculture  Committee  should 
know  what  I  mean.  And,  as  of  January  1  of  this  yea.r,  the  people  of 
Indianapolis,  Ind.,  and  its  home  county  sliould  know,  too. 

I  am  referring  to  the  push  to  centralize  the  governments  of  the 
countrj'  so  that  they  can  Be  run  from  Washington.  I  am  referring  to 
regional  governments,  also  known  as  metro  governments.  The  pro- 
moters of  that  effort  have  just  come  out  with  the  cute  slogan  "be 
regionablo  in  1970."  I  have  one  of  their  leaflets  here. 

iVliat  really  is  behind  all  of  this  ?  Fundamentally,  it  is  a  lack  of 
distribution  of  property  in  a  given  area.  It  is  due  to  the  fact  that  the 
farms  are  too  few  and  too  lai'ge.  And  it  is  due  to  the  fact  that  farm 
commodities  arc  selling  far  under  parity.  For  every  dollar  fed  in  at 
the  raw  commodities  level  of  the  farm  economy,  economists  know 
that  there  is  a  growth  of  at  least  $7  in  the  local  economy.  Because  farms 
are  few  and  underpaid,  independent  businesses  are  few  and  underpaid. 
This  means  there  is  a  poor  tax  base. 

Tlie  same  centralists  who  plan  everything  are  responsible  for  the 
idea  of  fee^ling  Federal  money  back  to  the  States.  Several  years  ago, 
the  Southern  States  began  accepting  the  Washington  handouts.  It  has 
gone  so  far  now  that  the  Federal  Government  is  virtually  in  control 
of  the  soiitlipm  schools. 

Having  developed  the  technique  of  tax  feedbacks,  known  as  "condi- 
tional grants  in  aid,"  the  Federal  Gnvernmont  now  plans  to  regionalize 
all  the  governments  in  the  TTnited  States  and  to  replace  our  elected 
oflicials  with  ap|>ointrd  "experts." 

Aa  of  January  1  the  governments  of  Indianapolis  and  thase  of  the 
Furroiinding  comity  and  smaller  cities  have  Iteen  gobbled  up  into  a 
region  known  as  "t'nigov," 
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Boiled  down  to  the  simplest  terms,  this  means  tliat  the  farmers  and 
suburbanites  will  be  taxed  for  the  services  the  urban  planners  want 
On  a  one-man,  one-vote  basis,  the  politicians  of  central  city  will  be  able 
to  vote  any  tax  they  like  onto  the  property  holders. 

This  is  an  especial  abuse  insofar  as  the  fanners  of  the  county  are 
concerned  because  the  very  same  planners  who  dreamed  up  Unigov 
are  for  lower  commodity  prices.  Thus,  the  farmers  have  no  way  to 
pass  on  the  added  costs. 

We  fought  the  Revolutionary  War  over  the  issue  of  taxation  with- 
out representation.  It  is  here  again. 

And  how  about  President  Dick  Nixon?  He  is  more  forked  tongued 
than  ever. 

Bight  here  I  want  to  say  this  is  a  slogan  from  rural  America  and  it 
means  that  you  talk  from  both  sides  of  your  mouth.  You  have  heard 
his  stump  speeches  about  "returning  the  governments  back  to  local 
levels,"  and  many  people  have  taken  this  at  face  value.  But  what  does 
the  President  mean  by  "local"?  Most  people  think  this  means  their 
hometown,  township,  or  county.  But  the  President  has  other  ideas. 
"Local"  to  his  is  Unigov,  as  his  trip  to  Indianapolis  proved. 

And  all  this  talk  about  the  war  on  pollution,  I  see  the  day  when  the 
people  of  the  United  States  will  make  the  land  pay  for  cleaning  up  the 
city  smokestack  and  for  the  factory  waste  dumped  into  the  rivers, 
all  through  Unigov. 

But  there  is  still  a  greater  threat.  Once  those  local  governments  of 
oars  are  done  away  with,  and  all  power  centralized  in  Unigovs  or 
other  regions,  then  we  are  wide  open  to  takeovers  by  gangs  of  hood- 
lums who  have  demonstrated  their  techniques  in  the  college  admin- 
istration buildings  all  across  the  country. 

But,  what  do  these  great  white  fathers  of  the  Committee  for  Eco- 
nomic Development  advocate  for  a  farm  program  ? 

It  fits  hand  in  glove  with  Unigov. 

The  present  administration  differs  little  from  its  predecessor.  It 
favors  a  long-range  program  introduced  by  the  Judas  in  the  farm 
bureau  who  are  the  front  men  and  mouthpieces  for  the  CED  plan- 
ners who  want  cheap  grain  so  they  can  trade  it  for  cheap  ]unk  coming 
in  from  Japan  and  similar  places. 

The  late  Senator  Dirksen  wrote  a  letter  to  one  of  our  people  on  July 
2S,  the  day  before  the  famous  battle  of  the  wheat  bags  actually  took 
place  in  Washington,  between  him  and  our  tractor  (fiivers;  he  said, 
and  I  quote : 

I  have  always  hoped  that  we  conld  achieve  parity  In  the  market  place  and 
bave  always  devoted  myself  to  the  achievement  of  this  objective.  Accordingly, 
along  with  19  other  Senators,  I  have  sponsored  a  bill  which  has  the  unequivocal 
nroort  of  the  American  Fann  Bureau  Federation  which  would  phase  out  present 
programs  over  a  flve-year  period  and  also  make  possible  the  acquisition  by  the 
Federal  Government,  of  as  much  as  ten  million  acres  each  year,  In  order  to  re- 
duce production  so  that  supply  and  demand  can  be  equated  in  the  market  place 
and  to  achieve  a  parity  price. 

I  will  be  glad  to  purchase  a  bushel  of  the  wheat  which  your  brother  brings  to 
Washington.  I  have  already  stated  that  I  will  be  glad  to  pay  $20  for  a  bushel  and 
that  both  the  wheat  and  the  money,  can  In  accordance  with  jour  suggestion,  be 
DiBde  available  to  the  poor. 

What  the  late  Senator  was  talking  about  is  Unigov.  We  in  the 
UGFA  asked  for  a  cutback  that  would  bring  the  prices  of  all  farmers 
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to  parity  at  the  marketplace,  and  it  would  have  cost  the  Goveminent 

Senator  Dirksen.  on  tlie  otlier  liand,  was  talking  Unigov-CED  lan- 
guage. He  was  talkinft  a  sociaiistic  program  whicli  would  submdue 
furmera  to  give  up  their  proijerty  and  Ixwome  docile  workers  in  CED 
ftictories. 

Senator  Dirksen's  Unigov  program  would  not  brmg  pncee  to  parity 
at  the  marketplace,  for  the  CED  planners  tliemseh-es  announced  quite 
some  time  ago  that  by  1 980  sovbeans  were  to  be  $1.25  and  com  75  cents. 

CED  planners  must  have  low  farm  prices  to  bring  about  their  re- 

fional  Unigovs.  They  niui^t  have  high  industrial  activity  to  entice 
armers  towcome  tomnion  working  slaves,  but  the  final  insult  of  it 
all  is  tliat  through  the  central  tax  administration  of  the  Unigovs, 
farmlands  will  be  taxed  for  every  ser^•ice;  the  CED  planners  want  to 
siil»idize  their  factories  in  rural  locations  and  thus  to  provide  the 
jobs.  The  land  is  to  pay  for  the  destruction  of  family  farming. 

When  farmers  leave  through  the  CED  adaptive  program,  they  take 
with  them  tlie  main  street  businesses  of  America,  and  they  take  with 
them  the  "Government  of  the  people,  by  the  people  and  for  tlie  peo- 
ple*', that  Lincoln  spoke  of. 

I  would  like  to  refer  to  a  statement  made  about  the  fanner,  bj 
President  Xixon,  September  14, 196S,  and  I  quote : 

During  the  pnst  decade,  his  taies  have  gone  up  78  percent,  his  labor  coat  46  pe^ 
cent,  his  mnclilnerj  cost  30  percent,  his  debt  interest  59  percent  EverrtliliiC  be 
has  to  buy  has  gone  up;  everrtbing  he  baa  to  sell  has  gone  down.  The  parity 
ratio  has  xhrlveled  to  a  mere  74  percent — the  lowest  price  since  the  darkest  day> 
of  the  depression. 

Realized  net  farm  Income  in  1907  dropped  nearly  $2  billion  under  the  jtu 
before,  and  the  latest  estimates  for  196S  indicate  no  substantial  impiOTement 

As  noted  earlier,  the  farm  parity  ratio  which  measures  farm  coats  af»ln«t 
farm  prices  has  drojigied  over  six  points  In  the  pa^t  T  years,  and  etanda  nmr  at  > 
dismal  74.  It  averaged  84,5  In  the  8  Eisenhower  Republican  years. 

There  has  been  a  31  i>ercent  Increase  in  tlie  coat  of  production,  farm  debt  1< 
up  90  percent,  and  903.000  farms  have  disappeared  from  the  countryside  Jnat 
since  1960. 

Some  10  instances  of  intentional  depression  of  farm  prices  have  been  docu- 
mented by  the  Republican  Task  Force  of  AgricQltnre  in  the  House  of  Repieseoti- 
tives,  I  need  not  repeat  thera  bere.  Suffice  It  to  nay  that  the  preNnl 
administration's  record  is  a  uml  and  sorry  one— and  rural  America  knotrs  it 

I  would  like  to  state  that  the  present  administration's  record  is  also 
a  sad  and  sorry  one.  Here  are  11  instiinces  in  which  the  Ifixon  ad- 
ministration has  reduced  farm  income,  or  effected  a  lowering  of  fonn 
income: 

1.  Reduced  the  soybean  loan  rate. 

2.  Changed  the  soylx'an  loan  basis  from  Na  2  to  No.  1  beans. 

3.  Changed  the  ASCS  Storage  and  equipment  loan,  so  fawK 
farmers  can  use  it. 

4.  Reduced  payments  approximatly  5  percent  on  first  20  per- 
cent diverted ;  also  5  percent  on  next  30  percent  diverted. 

5.  Cut  off  advance  payments. 

6.  Canceled  elevator  reseal  1967-68  com. 

7.  Canceled  reseal  of  1967-68  grain  sorghum.  (This  action  ms 
rescinded  until  June.) 

8.  Canceled  1964-66  farm  stored  wheat  reseal. 

9.  Canceled  1907  commercial  stored  wheat  reaeal. 
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10.  Canceled  reeeal  1966  farm  stored  soybeans. 

11.  Canceled  1967-68  conHnercial  ^ored  soybeans. 

The  aibove  hea  taken  place  in  1  year.  If  they  continue  at  this  rate, 
at  the  end  of  4  years,  tney  will  have  a  grand  tlotal  of  44.  This  is  tlie 
Republican  record. 

The  'hour  is  late.  The  fanner  and  businessman  are  dead.  Tlie  funeral 
is  over,  the  hole  is  dug.  Now  we  do  not  need  President  Nixon  to  be 
shoveling  the  dirt,  as  he  is  doing  today  in  agriculture. 

Prceitfent  Nixon  and  the  powers  of  CBD  chose  Mr.  Hardin  as 
Secretary  of  Agriculture  because  of  his  great  image.  Perhaps  he,  like 
all  other  Secretaries  of  Agriculture,  will  leave  office  with  a  taste  of 
ntter  defeat.  You  see,  I  do  not  believe  he  is  running  the  show.  He  has 
not  showed  me  anything  as  yet.  Mr,  Paarburg's  blueprint  to  get  the 
Government  out  or  agriculture  as  fast  as  you,  the  people,  will  tolerate, 
is  a  little  at  a  time,  bit  by  bit.  It  looks  as  if  tJiey  will  get  the  j6b  done 
in  less  than  6  years.  For  shame,  America  and  politician,  letting  an  in- 
surance company  and  food  chain  write  farm  programs.  Far  better  to 
have  Standard  Oil  write  a  farmer's  program.  They  sell  the  farmer  gas 
and  oil.  This  should  qualify  them  to  know  all  about  farmer's  problena. 

If  labor  and  industry  must  have  parity,  then  the  farmer,  the  pro- 
ducer of  most  of  the  new  wealth  in  this  Nation,  must  have  the  same. 
I  notice  labor  and  industry  make  sure  parity  remains,  by  contributing 
larse  amounts  to  politician  coffers. 

Subsidizing  most  industries,  labor,  cities  and  foreign  countries  seems 
to  be  in  style. 

Subsidies  are  one  way  for  the  farmer  to  get  parity.  I  would  like  to 
see  it  at  the  marketplace. 

Food  for  thought.  There  are  approximately  15  million  colored  peo- 
ple in  the  United  States!  there  are  approximately  7  million  Indians 
in  the  United  States  (they  are  on  reservations,  and  cannot  even  get 
an  island  out  in  San  Francisco  Bay  for  a  museum). 

There  are  approximately  2.8  million  farmers  (who  the  hell  is  the 
minority)  |  2,500  of  these  farmers  are  going  to  the  city  every  week. 

As  I  dnve  through  the  Midwest,  making  speaking  appointments 
and  tours.  I  am  asked  one  major  question:  "^l^hat  do  I  personally 
think  of  Washington,  D.C?"  I  make  this  comment:  "Washington, 
D.C.,  reminds  me  of  a  great  warhorse,  floundering,  kicking  a  little, 
sweating  in  turmoil,  being  consumed  by  maggots."  There  seems  to  be 
a  few  butterflies  flying  over  the  giant  warhorse's  head.  I  sincerely  hope 
that  there  is  only  butterflies  in  this  room,  because  agriculture  cannot 
long  survive  with  maggots. 

The  coalition  of  farm  organizations  have  a  lot  of  intelligent,  dedi- 
cated people  whom,  I  am  sure,  can  guideline  the  farm  program  into 
the  right  direction.  If  there  is  anyone  more  capable  in  this  Nation,  I 
wish  he  would  come  forward,  and  help  in  these  trying  times. 

If  something  is  not  coming  to  the  aid  of  agriculture  in  the  near 
future,  it  will  be  too  late.  I  fear  (Black  Panther)  type  of  people  com- 
ing forth  in  agriculture  to  bring  this  Nation  to  its  knees  through 
violence.  May  the  good  Lord  help  the  poor  when  this  comes  about. 
Both  you  and  I  know  there  is  no  surplus  in  America,  if  the  hungry 
were  fed. 
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Genfloinen,  you  sit  in  positions  of  tmst.  Your  people  have  elected 
you ;  majiy  of  you,  many  times,  to  represent  tlieni ;  to  guarantee  free- 
dom and  independence  of  the  independent  families,  Businesses,  and 
governments  of  America. 

For  the  people  who  make  up  VGFA,  I  fiave  outlined  the  role  and 
function  of  tlic  institutions  that  have  made  our  America  great. 

It  began  witli  free  family  farmers,  free  merchants,  free  local 
governments. 

The  role  of  those  institutions,  though  eroded  over  the  years,  is  still 
valid.  We  cajinot  remain  a  free  people  without  tjiem.  And 
undergirding  all  of  it  is  parity  of  prices  for  farm  commodities. 

In  Uie  name  of  freedom  and  security  for  the  rest  of  our  lives,  and 
for  the  future  of  our  children,  we  ask  you  to  bring  parity  of  prices 
to  fanners  through  whatever  means  you  can. 

What  may  we,  as  people  do,  to  help  you  honorable  Senators? 

Now,  1  lia^e  here  witli  nie  Gerald  Cain,  Union  County,  southern 
Illinois.  lie  is  a  fanner  of  2,000  aci-es.  Darual  Duzaii,  Coles  County, 
1,200  acres.  Raymond  Cottle,  Edgar  County,  900  acres,  Uoyd  Beiser, 
Dewitt  County,  602  acres,  Jim  Hall,  Douglas  County,  720  acres.  These 
are  all  large  grain  farmers,  primarily  com  and  soybeans  in  ceotnU 
Illinois.  And  may  God  grant  us  the  courage  to  change  those  things 
that  are  wrong,  the  serenity  to  continue  those  that  are  right,  and  tne 
foi'esight  and  the  knowledge  to  know  tlie  difference. 

The  C'HAiKStAN.  How  many  acres  do  you  have? 

Mr,I>czAN.  300,  sir. 

The  Chairman.  Who  is  the  1,200  man  ?  2,000  ? 

STATEMENT  OF  aEEAU)  CAIN,  UNITED  GBAIK  FABXEBS  OP 
AUERICA,  TONESBOBO,  ILL. 

Mr.  Cain.  2,000. 

The  Chairman.  Will  you  give  your  name? 

Mr-  Cain.  Gerald  Cam. 

The  Chairman.  Are  you  participating  in  the  present  program?. 

Mr,  Caix,  Yes,  sir,  I  am. 

The  Chairman-,  To  what  extent? 

Mr.  Cain,  Fifty  percent. 

The  Chairman.  Fifty  percent.  How  much  com  do  you  plant? 

Mr.  Cain.  400  acres. 

Tlie  CiiAiRiiAN.  400,  what  do  you  plant  on  the  rest  of  your  land! 

Mr.  Cain.  1,200  acres  of  soybeans  and  400  acres  in  the  feed  grain 
program. 

Tlie  CiL\iRMAN.  Do  you  haie  any  acres  that  are  not  planted  on  which 
you  get  money  from  the  Government  ? 

Mr.  Cain.  Sir? 

The  Chairman.  Diverted  acres.  Do  you  have  any  that  you  do  not 
plant? 

Mr.  CuN.  You  mean,  concerning  acres? 

TheCiiAiRMAN.  Yes. 

Mr.  Cain.  Thirty  acres. 

The  Chairman.  How  many  i 

Mr.  Cain.  Thirty  acres. 
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The  Chairman.  How  can  you — are  you  in  the  program ! 
Mr.  Ddzan.  No,  sir, 

TheCHAiBMAN.  You  plant  all  your  land? 
Mr.  DuzAN.  Yes.  No.  I  take  that  back.  I  rent  my  land. 
The  Chairman.  You  rent  it.  What  do  you  get  for  it? 
Mr.  DuzAN.  $40  per  acre.  But  take  $10  and  a  half  taxes  off  that. 
"Hiat  does  not  leave  me  3  percent  gain. 
The  Chairman.  Ijustwanttofindout. 
Mr.DuzAN.  OK. 
The  Chairman.  Will  you  give  your  name? 

STATEMENT  OT  JAMES  H.  HAIX,  UNITED  OEAIN  FAHUEfiS  OF 
AMEMCA,  OAKLAND,  ILL. 

Mr.  Hall.  My  name  is  James  Hall. 

The  Chairman.  How  many  acres  do  you  plant  ? 

Mr.  Hall,  I  have  720  acres  in  my  operation  of  which  560  approxi- 
mately is  tillable.  I  go  along  with  the  program  40  percent  laid 

The  Cmairsian,  When  you  say  go  along  with  the  program  40  per- 
cent what  do  you  mean  ? 

Mr.  Hall.  I  mean  I  divert  40  percent  of  my  tillable  acreage  and  I 
plant  the  rest  of  my  acreage  in  soybeans  and  corn. 

The  Chairman.  "What  istlie  divei-sion  payment  ?  What  is  the  amount 
of  the  Government  check  ?. 

Mr,  Hall,  Well,  sir,  I  farm  my  own  farm  and  I  farm  also  for  three 
different  landlords  and  with  these  landlords  each  farm  is  figured  on  a 
separate  basis. 

On  one  farm,  for  example,  I  have  a  com  base  of  100  percent.  On 
another  farm  which  is  a  300-acre  farm  I  have  a  corn  base  of  120  acres. 

On  another  farm  which  is  about  a  400-acre  farm,  I  have  a  com 
base  of  approximately  70  acres.  But  I  still  believe  that  it  is  beneficial 
to  go  along  with  the  program  because  in  the  long  run  this  is  the  only 
thing,  tlie  only  method  that  we  have  to  reduce  any  excess  production 
that  might  be. 

However,  I  would  like  to  make  this  statement,  that  no  one  as  long  as 
there  are  hungry  people  in  the  United  States  and  in  the  world,  should 
consider  our  excess  production  as  surpluses.  It  is  merely  an  inventory. 
And  at  the  present  time,  if  my  figures  serve  me  correctly,  our  inventory 
in  corn  amounts  to  approximately  3  months  supply.  In  soybeans  it 
is  approximately  2  months'  supply  and  in  wheat  approximately  5 
months'  supply. 

The  Chairman.  I  think  it  is  greater  than  that  as  to  wheat. 

Mr,  Hall.  Well 

The  Chairman,  We  have  800  million  bushels, 

Mr.  IIai-l,  You  see,  I  do  not  have  tlie  figures  in  1969  as  vet,  and 
possibly  it  is  now.  However,  I  would  like  to  also  bring  this  forward. 
l\'e  talk  about  a  farm  program  of  a  cost  of  $3.8  billion.  If  we  will 
figure  this  on  a  family  of  four,  with  the  population  at  200  million, 
I belie\e  we  will  see  that  it  is  $74  per  family  per  year  and  I  do  not 
believe  that  this  is  excess. 

Xow,  if  we  figure  that  our  food  costs  at  the  present  time  are  17.2 
percent  of  the  disposal  income  after  taxes,  then  a  35-percent  increase 
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in  farm  prises,  which  is  approximately  what  it  would  take  across  the 
hoard  to  bring  us  to  parity  levels,  would  only  increase  the  consumer 
expenditure  for  food  by  1.7  percent.  I  would  also  like  to  say  that  2 
percent  of  the  present  17.2  percent  is  spent  for  fish  and  products  that 
are  imported  and  not  produced  on  American  farms.  I  think  that  if 
tie  statistics  are  brought  forward,  that  you  will  find  that  we  actually 
do  not  have  enough  feed  grains  growing  in  the  United  States  to  fee3 
the  cattle,  to  produce  the  milk,  the  eggs,  that  it  takes  to  feed  this 
Nation  and  to  me  this  is  a  crying  shame. 

The  Chaibhan.  Well,  somebody  would  have  to  pay  for  that. 

Mr.  Hall.  For  what,  sir? 

TheCHAiEMAN.  To  feed  everybody. 

Mr.  Hall.  To  feed  everybody.  Yes,  sir. 

TheCHAifiMAK.  Everybody  as  you  suggested. 

Mr,  Hall.  Yes,  but  as  you  know,  we  have  a  food  stamp  bill  and  at 
this  time  this  is  in  the  agricultural  budget.  As  you  realize,  55  percent 
of  the  total  agricultural  budget  goes  for  other  than  direct  income  to  the 
farmer  and  only  45  percent  of  the  budget  then  remains  in  his  catego^. 

The  Chairman.  But  the  55  percent,  though,  goes  to  assist  the 
fanner  in  being  able  to  grow  better  crops.  You  have  got  conservaluoa. 
That  has  benefited  you  a  lot. 

Mr.  Hall.  Well,  sir,  I  believe  according  to  the  House  Agriculture 
Committee's  book  of  farm  prices  and  food  costs  that  the  figure  is  45 
percent  along  these  levels,  I  could  break  it  down  for  you  out  I  am 
afraid  it  would  take  too  much  time.  I  have  got  the  book  with  me  here 
today.  However,  the  main  point  tliat  we  would  like  to  make,  sir,  is 
simply  this.  Parity  prices  for  farm  products  are  not  too  high.  It  was 
figured  on  a  1957-1959  basis  present  and  they  are  not  too  high.  If  we 
had  100  percent  of  parity  like  I  said  before,  it  would  only  possibly  in- 
crease the  consumer  price  for  food  by  1.7  percent  of  the  income,  which 
is  very  low. 

The  Chairman.  You  mean  for  the  amount  that  is  produced,  that  is 
used  in  America.  You  see,  your  wheat  farmers  today  are  gettmg  full 
parity  on  what  is  domestically  used. 

Mr.  Hall.  Now,  you  are  considering  certificates  in  on  this, sir. 

The  Chairman.  No,  no.  On  all  of  the  wheat  that  is  consumed  in  this 
country,  the  farmers  get  full  parity,  which  Is 

Mr.  Hall.  Well,  sir,  I  grow  wheat  on  my  farm.  I  have  a  wheat  allot- 
ment of  approximately  21  acres  of  wheat  and  no  matter  how  I  figure 
this,  I  cannot  figure  it  at  a  full  parity  level  on  my  production. 

The  CHAraMAN,  No,  you  cannot,  because 

Senator  Ctnms.  43  percent. 

The  Chaieman.  43  percent  of  your  production,  that  is,  of  all  the 
wheat  produced  in  this  country. 

Mr.  Hall.  I  see  what  you  are  getting  at  and  posMbly  this  is  trMt 
but  let  us  consider  this  fact,  sir.  "Vfiieat  delivered  in  Rotterdam,  tomt 
into  the  European  Economic  Community,  has  an  import  duty  of  «t 
this  time  approximately  $1,55  per  bushel.  Now,  if  our  wheat  in  the 
United  States  waa  selling  at  a  reasonable  figure,  minus  shipping,  in 
the  European  Economic  Community  there  voidd  be  absolutely  W 
reason  for  this  import  duty. 

The  Chahihan.  Well,  they  hare  been  IcapOEdng  them,  though,  for 
a  long  time. 
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Mr.  Hmx.  I  agree  with  you. 

Tba  Chairman.  To  protect  the  fanners  there  the  same  as  we  are 
trying  to  protect  them  here. 

Mr.  Halt,,  That  is  right,  but  we  do  not  have  these  import  duties  on 
our  wheat.  Now,  when  we  get  into  a  situation  like  this,  in  my  opinion, 
we  must  have  like  you  have  advocated,  a  two  price  system.  However, 
at  the  present  time  m  most  feed  grains  using  your  theory  on  wheat,  but 
in  other  feed  grains,  and  in  sovbeans,  we  are  not  gettmg  100  percent 
of  parity  for  our  production.  If  this  is  necessary  and  considering  that 
85  percent  of  our  com  production  is  fed  to  livestock,  and  approxi- 
mately 10  perc^it  of  it  is  used  for  seed  and  in  the  food  industry,  then 
this  leaves  us  5  percent  of  our  total  farm  production  in  the  United 
States  that  is  ^veming  our  total  price  for  com  in  the  United  States. 
Now,  to  me  this  is  a  sin  when  we  cannot  get  parity  price  for  corn  in  the 
United  States  for  our  American  farmers  and  still  we  let  5  percent  of 
it  rule  t^e  rest  of  the  price  on  the  total  production. 

The  Chairman.  Well,  since  85  percent  of  the  grain  is  fed  in  the 
United  States,  your  cattle  prices  are  pretty  good  now,  are  they  not? 

Mr.  Hall.  Well,  sir,  it  is  according  to  what  you  call  pretty  good. 
They  are  not  at  100  percent  of  parity  at  this  time.  My  last  figure  ^^^^s 
approximately  94  percent  of  parity. 

Mr.  DuzAN.  May  I  say  something  here?  That  to  me,  is  a  byproduct 
of  grain.  That  is  msertmg  there  tnat  we  should  assume  the  cost  of 
mining  a  material  to  build  a  car  in  the  total  price  of  the  car,  then  they 
shoula  build  the  price  of  the  ear  up  to  take  care  of  that.  This  is  a  by- 
product of  grain  or  feed  grains  and  should  not  be  compared  to  what  we 
are  talking  about  here  as  comparative  prices  of  two  farmers  at  their 
fann.  That  is  my  thinking  on  this. 

The  Chairman.  Well,  there  is  a  lot  of  complaint.  We  are  having  a 
lot  of  trouble  now  to  even  pass,  to  renew  the  present  farm  program. 

Mr.  Hall.  I  agree  with  you. 

The  Chairman.  Particularly  in  the  House.  I  do  not  think  we  will 
have  much  trouble  in  the  Senate  to  renew  the  present  program,  prob- 
ably at  the  same  level,  maybe  a  little  better,  hut  the  cost  as  you  heard 
discussed  today  of  the  program,  that  is,  for  diverting  land  and  the 
price  supports,  is  about  ^.8  billion. 

Mr.  Hall.  Yes,  sir. 

The  Chairman,  And  then,  you  have  an  additional  cost  of  around 
$852  million  for  sales  abroad. 

Mr.  Haij*.  Yes,  sir. 

The  Chairman.  Now,  if  fuU  parity  were  paid  as  you  are  now  pro- 
posing, the  cost  to  the  Government  would  be  probably  half  as  mucn  as 
what  the  cost  now  is. 

Mr.  Hall.  We  are  not  advocating,  sir,  that  the  Government  pay 
the  difference  between  the  price  that  they  tliink  is  feasible  for  the 
consumer  and  parity  price.  What  we  are  saying  is,  sir,  that  do  not 
let  the  5  percent  on  oom  specifically  and  on  the  other  grains,  influ- 
ence the  total  cost  per  bushel  of  the  total  production  in  the  United 
States.  In  other  words,  sir,  for  example,  right  now  we  have  soybean 
oil  meal  selling  to  the  consumer  who  is  a  livestock  feeder  at  approxi- 
mately $110  per  ton.  Now,  this  is  an  increase  of  approximately  $26, 
I  believe,  in  the  past  year.  Yet,  fimiring  on  a  No.  1  oasis  for  soybeans 
and  price  supports  at  $2.19  and  figuring  it  at  what  it  used  to  be 
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in  our  area  on  a  Xo.  2  basis  at  $2.56  we  are  selliiu;  more  soybeans  in 
our  area  at  the  present  time  for  about  $2.43  per  bushel. 

Now,  if  supply  and  demand  would  work  in  this  situation,  and 
if  we  did  not  run  into  the  fact  that  the  processors  have  »  very, 
ver^'  strong  marketing  situation  as  opposed  to  the  producm^  then 
our  sojbeans  figured  on  a  15  percent  margin  and  a  5  percent  cmsli 
should  be  bringing  us  in  tJie  vicinity  of  83  a  bushel  in  the  market 
place.  However,  they  are  not.  So.  we  must  realize  that  supply  and 
demand  is  not  working  for  the  faraicr.  And  in  order  to  make  it  woi^ 
for  the  farmer  we  must  realize  that  perhaps  we  have  to  have  a  two- 
price  system  as  is  advocated  to  some  extent  in  the  coalition  bill, 
which  we  support  wholeheartedly  and  we  think  this  is  a  good  bilL 
It  calls  for  90  percent  price  support  payments  on  com.  However, 
they  do  not  ha\-e  to  be  made  up  by  subsidy  pa\-ments  if  we  will  kt 
the  95  percent  that  is  consumed  in  the  United  States  set  the  price 
rather  than  the  5  percent  that  would  maybe  l>e  export  produoiaoD. 
Mr.  DczAN.  May  I  insert  something  here  on  this  export 
production  ? 

The  Chairman-.  Just  about  wheat,  for  instance,  our  productimi — 
under  the  present  program,  our  production  is  about  a  billion  250 
million,  300  million,  and  we  consume  only  6il0  million. 

Mr.  Hall.  The  rest  of  it  as  I  understand  it,  a  portion  of  it  goes 
into  the  Public  Law  480  program. 
The  CiiAiRMAK,  And  that  is  ven-  costly,  more  or  less  a  gift. 
Mr.  H.\i,i..  Very  costly,  sir,  Ijut  let  nie  inject  this.  Is  it  n^t  for 
the  American  farmer  as  5  i>ercent  of  the  ]X)pulation,  to  be  penalized! 
The  CHAiRStAS.  I  do  not  quite  follow  you  about  your  5  percent 
Mr.  Hall.  Because  of  Public  Law  4S0, 

The  CiiAiRsTAN.  I  do  not  quite  follow  you  on  your  5  percent.  That 
would  not  work  in  wheat  certainly, 

Mr,  Hall.  Let  me  clarify  this,  I  said  .'i  percent  of  the  popuIati<Hi. 
American  fanners  are  approximately  5  percent  of  the  population 
in  the  United  States, 

Mr.  Hau..  Yes.  Yet,  we  are  carrying  the  load  in  our  wheat  prodiK- 
tion,  for  example,  and  in  the  price  that  we  receive  to  some  extent, 
of  the  total  Piiblic  Ijaw  4S0  bill  moneys  that  go  for  wheat,  Yoa  see 
what  I  am  saying  ? 
Mr.  Buzan.  I  question  this. 

The  CiiAiRMAx.  But  the  Oovernment  pays  it,  not  vou.  If  the 
Government  were  not  to  step  in  to  pay  it,  this  $800  million  in  order 
to  take  this  off  the  market,  there  is  no  telling  what  you  would  get 
for  your  products  here, 
sir.  Hall,  I  am  not  sure  that  I  understand  you. 
Tlie  Chairman.  Well,  the  amount  that  you  get,  let  us  say  tJ» 
cost  of  this  pi-ogram  of  $4,r.iX),(X»0,000,  that  is  what  your  present 
pi-ogram  is  costing  as  we  stated  todav, 

Mr.  Hall.  Of  that  800  million  that  was  Public  Law 

The  Chairman-,  No.  That  is  included  in  here.  Well,  now,  this 
$4,000,000,000  that  is  the  cost  of  this  program  comes  from  the 
taxpaj'ers. 

Mr,  Hall.  This  is  true,  and  I  figured  it  down  here  Hke  I  said 
previously,  on  200  million  people  and  figuring  the  program  at  H 
billion  it  Is  approximately  $18  i>er  person. 
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Mr.  I>uzAN.  I  feel  they  are  using  this  to  use  as  a  floor  and  a  ceiling 
on  our  products  to  discriminate  lagainst  the  farmers  in  a  sense. 
Let  us  tafe  about  these  paper  inventorj'  supplies. 

Now,  I  have  one  other  thing  I  ■would  like  to  bring  in  here.  Mr. 
Cottde,  would  you  tell  about  Uie  paper  inventory  supplies  over  at 
Decatur,  lU.,  a  couple  or  3  years  ago;  These  things  need  to  be  inves- 
tigariied.  Perhaps  you  do  not  have  the  surpluses  you  think  you  have- 
It  might  be  a  paper  inventory.  Mr.  Cottle. 

STATEKENT  OF  BATUOBD  COTTLE,  VNITED  GBAIN  FABXES8  OF 
AMEEICA,  EAKSAS,  ILL 

Mr.  Cottle.  It  was  iust  a  matter  of  the — ^this  is  about  4  or  5  years 
ago  wtwnever  the  soybean  meal  at  that  time  was  supposed  to  be  a 
drag  on  the  market  and  the  processors  were  supposecf  to  have  some- 
thing like  156,000  tons  of  soybean  meal  that  they  said  that  they 
could  not  move  and  this  was  the  reason  why  they  could  not  jmy  the 
iarxaer  a  fair  price.  So,  I  live  close  to  Decatur,  111.,  which  is  sup- 
posed to  be  the  soybean  capital  of  the  world,  and  got  inside  informa- 
tion that  possibly  this  was  not  so.  So,  we  got  a  group  of  farmers, 
some  of  them  coming  from  as  far  as  Ohio,  with  trucks  to  buy  soy- 
bean meal.  In  other  words,  we  made  a  run  on  it  to  see  if  they  actually 
hadtias. 

Now,  this  soybean  meal  the  farmers  bought  to  use  for  livestock 
purposes.  When  we  got  in  there  something  like  60  trucks  we  only  got 
68  tons  of  soybean  meal  out  of  two  different  plants  in  Decatur, 
(hie  of  them  was  A.  I.  Staley  Manufacturing  Co.  and  the  other 
Archer,  Daniels,  Midland.  They  only  had  68  tons  of  soybean  meal 
and  they  had  to  take  4  tons  of  that  off  a  railroad  car  they  had 
loaded. 

But  the  dismal  part  about  the  whole  thing  was  that  the  Depart- 
ment of  Agriculture  did  nothing.  There  was  no  soybean  meal.  They 
never  had  enough  to  even  begin  to  load  those  trucks. 

Senator  Cdhtis.  Was  that  this  year' 

Mr.  Cottle.  No,  sir. 

The  Chairman.  3  years  ago.  That  is  what  you  said. 

Mr.  Cottle.  Yes. 

The  Chairman.  Well,  the  price  at  that  time  was  pretty  good,  was 
it  not?  $3.60? 

Mr.  Cottle.  No,  no.  You  mean  on  soybeans  ? 

Mr.  DuzAN,  That  is  when  they  started  to  hand  you  people  lower 
prices. 

Mr.  Cottle.  This  was  the  start  of  the  hammering  down  of  the  soy- 
bean loan. 

Mr.  Dtjzan.  This  is  not  all  that  is  going  out  here  in  grain  processing. 
Let  me  bring  some  other  things  to  light  I  know  you  people  do  not 
know. 

The  Chairman.  I  do  not  quite  understand  his  point.  There  was  no 
complaints  at  tJiat  time  about  tlie  soybeans  because  the  production  was 
bbout  in  keeping  with  your  consumption  requirements  and  your  mar- 
^  remained  at  a  level. 

Mr.  Cottle.  Yes,  sir. 

The  Chairman.  But  when  other  areas  of  the  country  began  to  ex- 
pand in  soybeans,  that  is  when  you  got  into  trouble. 
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Mr,  Cottle,  That  is  right  But  the  iK)int  is  this  on  the  soybean  meal 
This  WAS  at  a  time  when  the  supply  was  supposed  to  be  pretty  wdJ  in 
line  with  the  demand.  But  the  question  was,  you  see,  we  had  $3.56 
support  price  on  soybeans,  Tlus  is  not  100  ijenrent  of  parity.  We  knew 
that  the  supply  was  not  there  and  they  were  getting  a  tremendous  de- 
mand for — tremendous  price  for  soybean  meai.  So  why  did  not  the 
price  of  soybeans  go  up  to  the  farmer?  They  said  the  reason  why  they 
did  not  go  up  was  because  they  had  156,000  tons.  This  is  not  just  in 
Decatur.  This  was  of  all  soybean  processors  in  the  United  Stattt 
this  156,000  tons,  and  where  this  came  from  was  USDS  and  where  tii^ 
get  it  is  from  these  processors.  This  is  the  only  way  they  have  to  get 
this  information. 

So,  to  prove  a  point  we  went  over  there  and  they  never  had  it.  Bnt 
the  sad  story  is  diat  USDA  does  not  do  anything  about  it.  The  foot 
of  the  matter,  outside  of  the  local  newspapers  in  Decatur,  IlL,  this 
is  as  far  as  it  got.  Somebody  put  a  clamp  on  that  real  quick. 

But  to  get  oack- — - 

The  Chairman.  Now,  your  soybean  carryover  has  been  increased 
to  the  point  where  this  year,  350  some  odd  million  bushels  and  at  the 
time  you  are  talking  about — — 

Senator  Curtis.  Is  not  the  soybean  carryover  down  nowl 

The  Chairman.  No.  It  is  up. 

Senator  Curtis.  I  mean,  in  recent  months. 

The  Chairman.  No.  It  is  up.  I  do  not  know  about  the  last  2  or  3 
months. 

Mr.  Casso.  It  is  my  understanding  this  year  the  outlook  is  that  it  is 


Mr.  Casbo.  But  that  the  carryover  of  soybeans  at  the  end  of  thi« 
last  marketing  year  was  366  million  bushels. 

Senator  Ctmns.  What  is  the  date  of  that  I 

Mr.  Casso.  August  31, 1969. 

Senator  Curtis.  And  you  do  not  have  it  since  then! 

Mr.  Casso.  No,  sir.  The  carryover ;  no,  sir. 

The  Chairman.  That  is  the  last  year's 

Senator  Curtis.  I  understand  in  recent  months  it  has  gone  down, 
the  carryover. 

The  Chairman.  I  am  sure  of  that.  Until  the  next  crop  it  will  toep 
on  probably  going  down. 

Mr.  Hall.  The  carryover  projection  has  gone  down  in  the  last  fo* 
months.  However,  let  me  point  this  up  again  and  reiterate  that  we  will 
ufe  for  an  example  a  macninery  dealer  m  a  small  community  who  las 
an  inventory  on  iiis  shelves  of  nuts  and  bolts  and  parts.  This  is  simply 
an  inventory.  And  I  would  like  to  see  any  carryovers  that  we  have  in 
the  prejient  time  in  the  Ignited  States  be  a't  least  4  months'  supplT  of 
any  feed  grain  or  any  product  that  is  consumed  by  the  American 
people  as  an  inventory  to  insure  that  if  we  cannot  import  Australiin 
and  Argentine  bpcf  and  wo  cannot  import  the  meat  imports  that  we 
import  today  and  that  we  cannot  import  the  9  days'  milk  siipply  that 
we  import  today,  that  they  will  not  nm  out  of  food. 

Now.  this  is  the  consiiiner  angle  that  wo,  as  farmers,  look  at  and  m 
know  that  we  cannot  feed  these  cattle,  we  cannot  produce  this  '"" 
without  this  inventory  in  case  of  a  disaster. 
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Mr.  DozAN.  I  would  like  to  bring  this  point  to  light.  We  wonder 
why  we  are  losing  our  foreign  markets.  I  would  like  to  be  a  seller  of 
sand  in  the  State  of  Texas  for  these  big  monopolies — some  of  them 
have  testified  before  me — because  they  add  to  every  shipload  of  grain, 
t>eans,  going  to  Japan,  $300,000  worth  of  sand.  I  would  like  to  have 
rontrol  of  the  railroads  in  the  United  States  and  own  one  of  these 
hundred-car  trains  so  they  could  steal  the  rest  of  our  products. 

It  is  a  sad  state  of  affairs  where  there  is  nothing  looked  into  from 
the  higher  level  of  what  is  wrong  in  agriculture.  In  the  first  place,  you 
said  we  made  $17  billion  last  year  and  to  get  this  you  had  to  add  the 
big  cattle  operators  and  the  farmers'  income,  the  cattle  feed  lots,  to  get 
this  income  to  $17  billion.  This  is  the  reason  we  are  broke.  Our  actual 
income  was  $5  billion  if  the  truth  were  known. 

Now,  let  us  go  back  to  bread  and  flour.  It  is  your  chart.  You  people 
up  here  in  Washington  write  all  these  charts.  You  known  all  the 
problems. 

Your  chart  indicates  in  the  flour  usage  that  it  is  going  down.  Well, 
there  is  something  wrong  here.  I  think  the  American  people  would  be 
eating  a  little  more  bread.  Over  the  years  it  has  gone  down  due  to  the 
fact  there  is  something  wrong  here?  Is  something,  maybe,  in  the 
charts  wrongi  Maybe  some  people  are  not  paying  their  added  75 
cents  to  the  Government,  There  is  something  wrong  in  this  category. 

The  Chairman.  Well,  you  have  got  a  lot  of  substitutes  and- ■ 

Mr.  DuzAN.  I  grant  you  that,  sir. 

The  Chairman.  Well,  OK,  And  there  is  no  doubt  that  the  record 
shows  that  the  per  capita  consumption  of  flour  has  gone  down,  not  up, 
and  it  is  partly  due  to  making  flour  from  potatoes  and  from  rice  or 
these  other  substitutes  that  take  the  place. 

Mr,  DuzAN.  This,  I  grant  you. 

The  CHAntMAN.  Then 

Mr.  DuzAN.  I  did  not  know  what  it  was  then. 

The  Chairman.  Then,  you  have  a  lot  of  people  who  want  to  remain 
tJiin  and  do  not  use  as  much  flour,  and  there  is  no  doubt  that  the  con- 
somption,  per  capita  consumption,  of  flour  has  gone  down. 

Mr,  DnzAN,  We  in  rural  America  do  not  know  only  what  we  read 
and  some  of  these  assumptions  that  we  introduce  here,  we  are  wonder- 
ing why.  So,  it  might  be  in  the  form  of  a  question  "Why?"  instead  of  a 
investigation  or  something. 

Senator  CinrnB.  I  am  going  to  have  to  run.  I  want  to  get  one  thing 
clear.  You  are  here  supporting  the  coalition  farm  bill  ? 

Mr.  DuzAN.  Yes,  sir, 

Mr.  Hall.  Very  definitely. 

The  Chairman,  That  is  really  the  present  program  with  a  little 
aoney  added  to  it.  That  is  about  wdat  it  is. 

STATElCBirr  OF  I>ARIt£IX  DUZAN,  TTKTTED  OBAIir  FARMERS  OF 
AHEBICA,  ASCOLA,  ILL 

Mr.  Dabrbll  Ddzan,  I  am  Darrell  Duzan.  I  formed  a  partnership 
with  my  father  and  I  could  not  follow  the  Government  program  be- 
cause I  have  a  79-acre  program  on  a  240-acre  farm.  It  is  juHt  imjioa- 
mble  for  me.  I  can  make  more  money  by  not  farming.  Yet,  n  neighbor 
has  a  240-acre  farm  and  a  200-acre  com  base. 
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The  Chairuax.  Tliat  is  because  lie  followed  the  program  from  its 
inception. 

ifr,  Darrzll  DrzAS,  Tliat  is  because  of  the  history  of  the  plan. 

The  Chairman.  How  else  could  you  base  it  ? 

Mr.  3Jari»:ll  Duzax.  Like  if  we  need  300  million  bushels  of  corn 
in  the  country  and  tiiere  are  400  million  acres  available,  why  not  these 
small  farms  take  the  percentage  instead  of  the  allotments  because  lilce 
me,  I  rent  this  farm  and  right  otf  the  bat  I  Rnd  out  that  I  cannot  foUow 
the  Government  program  because  of  tlic  history  of  that. 

The  Chairmak.  It  has  got  to  be  based  on  history.  For  instance,  we 
have  the  same  situation  in  Louisiana  about  sugar  cane.  Our  acreage 
is  based  on  tlie  amount  of  sugar  that  we  can  produce  in  this  country, 
cane  sugar,  which  is  I.l  million  tons,  and  tliat  is  allocated  on  a  basis  of 
the  pioduction  from  the  farms  that  had  been  in  that  production  for 
a  long  time. 

Now,  a  lot  of  people  did  not  take  advantage  of  the  sugar  cane  pro- 
gram because  they  did  not  think  it  was  advisable.  They  did  not  t£iiik 
it  was  profitable  enough.  So  those  who  stuck  by  the  program,  of  course, 
did  suffer  some,  but  they  acquired  a  base  through  past  perfomiancb 

Now,  do  you  think  it  would  be  fair  for  a  man  who  would  not  talu 
the  chance  at  one  time  to  come  in  and  get  a  base  different  from 

Mr.  DAnitCLL  Duzax.  Jjet  me  answer  this  with  another  question.  I 
am  24  yeiirs  old  and  I  am  the  youngest  self-supporting  farmer  in  a 
three-county  area.  The  average  age  is  53.  In  12  years  there  are  not 
going  to  be  as  many  fanners  m  those  counties  as  there  are  now  and 
somebody  has  got  to  take  their  place. 

The  Chairman.  I  know  tliat, 

Mr.  Dahreli,  Duzan.  I  mean,  there  is  no  opportunity  left  in  rani 
America. 

The  CiiAiRMAx,  I  have  Ijcen  on  this  committee  now  -33  years,  I  have 
been  chairman  of  this  committee  longer  tlian  any  man  in  history  and 
I  have  seen  pmgrams  go  up  and  down  and  up  and  down  and,  Lord 
knows,  I  ha\'C  tried  to  help  fann  income  all  I  know  of.  And  I  believe 
that  fanning  is  really  the  basis  of  our  economy. 

Have  you  got  copies  of  my  speech  ? 

Mr.  Ddzax.  I  have  read  it  and  I  have  even  talked  to  all  your  secre- 
taries around  here  to  see  if  you  were  a  fair  man  and  they  say  you  are, 
but  this  has  nothing  to  do  with  the  fact  that  we  have  got  to  have 
i)arity  of  fann  income  down  in  rural  j\jnerica  or  we  are  done,  and  this 
IS  the  reason  wc  are  up  here  on  our  own  now.  We  are  not  getting  iMJd 
like  Mr.  Shutnan  was  bt'foie  us.  Wc  nvv  only  three  people  talking 
today. 

The  Chairmax.  My  dear  sir.  I  am  telling  you  insofar  as  tlie  S«iate 
is  conceriio<l,  I  believe  we  can  get  a  fairly  good  farm  program  but  tl» 
people  you  have  to  dt-a!  witli  ai-e  on  tlie  otlier  side  where  about  60 
percent'of  the  Memlters  of  Congi-ess  are  from  the  city.  That  is,  th^ 
live  in  cities.  They  do  not  oaro  if  the  farmer  makes  it  or  not  and  we 
cannot  get  the  jirogram  we  desired  by  them. 

ilr.  l)rzAN\  They  are  using  food  in  the  city  and  you  always  traded 
before  and  I  sav  it  is  time  vcm  start  trading. 

The  CiiAiRSiAX.  For  what? 

Mr.  DrzAX.  They  are  always  wanting  something  up  there  in  the 
city. 
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TheCHAiRMAN.  What  do  I  hare  to  trade? 

Mr.  Hall.  That  is  the  question.  But  again,  sir,  maybe  I  made  this 
point  and  maybe  I  did  not  but  these  consumers  need  protection  of  their 
food  supply  and  when  our  language  changes  to  the  fact  that  our  in- 
ventory is  just  simply  tliat,  an  inventory  rather  than  a  surplus,  and 
when  ne  quit  letting  this  small  surplus  rule  the  complete  market 
structure  of  our  agricultural  economy,  then  perhaps  the  farmer  will 
get  his  fair  share. 

The  Chairman.  Well,  ever  since  I  have  been  on  this  committee, 
particularly  since  World  War  II,  I  have  never  known  of  a  lack  of 
rood  to  supply  our  country.  Of  course,  a  lot  you  could  not  buy  if  you 
did  not  have  the  money  to  buy,  if  sMneone  would  not  work,  but  we 
cannot  help  that  but  there  is  no  doubt  in  my  own  mind  but  that  the 
8i^>ply  of  food  that  we  have  in  this  country  since  World  War  II,  a 
few  years  thereafter,  has  been  sufiGcient  to  meet  our  demands. 

Mr.  Hall.  Sir,  I  would  like  to  put  this  up  for  your  consideration. 
At  the  present  time  the  United  btates  does  not  grow  enough  red 
meatto  feed  the  people  here.  We  import  almost  18  percent 

TheCHAiBMAK.  Well,  that  is  our  trouble. 

Mr.  Hall.  (Continuing.)  Red  meat.  Yes,  sir.  But  we  as  farmeiB 
can  do  nothing  about  this.  You  in  Government  may  be  able  to  do 
something  to  protect  us  on  these  imports. 

The  Chairman.  Weil,  do  you  think  we  ought  to  prevwit  them  from 
sending  it  in  ? 

Mr.  Hall.  'Set  necessarily,  but  I  think  that  you  made  the  statement 
just  a  while  ago  that  at  no  time  had  you  ever  known  in  this  country 
of  a  food  deficit;  is  that  not  correct  ? 

The  Chairman.  Well,  I  do  not  know  of  any.  I  mean,  insofar  as  the 
main  crops  are  concerned,  like  wheat.  There  may  have  been  a  shortage 
of  something  that  we  have  to  import  like  sugar,  wool 

Mr.  Hall.  And  meat. 

The  Chairman.  But  I  am  talking  about  our  excess  production,  let 
OS  say  wheat,  cotton.  We  have  cotton  running  out  of  our  ears, 

Mr.  Hall.  I  will  agree  with  that. 

TheCHAiRMAN.  Why  is  that  S 

Mr.  Hall.  I  agree. 

The  Chairman.  Because  the  mills,  although  they  have  been  per- 
mitted to  buy  cotton  at  world  prices  which  meant  a  subsidy  to  the 
mills  of  eight  cents  a  pound,  $40  a  bale,  when  that  program  was 
presented  I  fought  it  because  I  knew  in  advance  that  the  consumer 
would  not  benefit  bv  it.  What  happened  was  the  mills  got  it  and  the 
mills  profited  by  it  out  the  farmer  is  now  faced  with  a  big  surplus  of 
cotton  and  instead  of  using  cotton  at  a  cheaper  price  the  mills  have 
used  more  man  made  synthetics. 

Mr.  Hall.  I  agree. 

The  Chairman.  So  that  today  of  all  the  cotton  tJiat  is  used  to  make 
dothing  in  this  country,  only  40  percent  is  cotton  and  the  rest  is  man- 
made.  How  are  you  going  to  stop  that  ? 

Mr.  Hall,  I  am  not  going  to  stop  it  but  we  were  primarily  talking 
about  food  and  I  would  be  the  first  to  admit  I  know  nothing  about 
cotton  production.  The  only  thing  I  do  know  is  cattle,  hogs,  and 
grain  and  I  know — I  do  not  know  near  as  mudi  about  wheat  produc- 
tion as  I  do  about  soybeans,  com  and  perhaps 


)y  Google 


420 

The  CHAiBiuir.  Inthecaaeof  soybeana 

Mr.  Hall.  Perhaps  grass. 

The  Chairiux.  I  hul  qnite  a  few  arguments  with  my  own  people 
in  Louisiana.  They  simply  bulidtned  thousands  of  acres  of  land  to 
put  soybean!?  in  and  they  asked  me  my  opinion  about  it  and  I  bdd 
iheca  they  were  doing  wrong,  that  if  eoyoean  production  cmtimuB 
to  increase,  a  time  would  come  when  your  production  would  be  over 
your  needs  and  prices  are  bound  to  go  down.  And  in  my  book  it  is  my 
belief  that  any  farmer  who  expects  price  supports  from  his  Goram- 
ment  ought  to  be  willing  to  curtail  nis  acreage  if  necessary  to  keep 
production  in  keeping  with  consumption. 

Mr.  Hall.  I  agree  with  you  100  percent,  but  the  point  still  rraaains, 
fflr,  t^at  our  production  is  not  in  excess  at  this  time  if  we  use  the  sur- 
plus that  we  nave  on  hand  as  inventory.  We  have  never  produced  over 
6  pMvent  more  than  what  we  have  used  in  any  1  year. 

The  Chaibuak.  But  this  little  6  percent,  you  know,  m&nufactnrinjr 

Mr.  Halu  On  feed  grains. 

The  CiiAntMAN.  In  any  way  will  affect  the  market.  It  does  not  take 
much  to  affect  the  market. 

Mr.  Ddzan.  If  parity  had  remained  a  little  more  closely  adhered  to 
over  the  years  I  do  not  think  we  would  be  in  such  an  economic  bind 
out  here  in  rural  America. 

The  Chaihbcan.  But  you  would  not  have  been  able  to  sell  your  pro* 
duction  abroad  unless  the  Government  subsidized  it  all.  You  know 
that 


I  am  glad  you  gentlemen  appeared  before  the  «Hnmitt«e.  And  per- 
jonally  I  am  looking  for  any  information  I  can  obtain  in  tryine  to  get 
a  better  program.  If  I  were  going  to  write  it  myself  and  let  it  oe  as  I 


desire,  your  fanner  would  get  as  much  of  the  economy  as  big  business. 
But  we  cannot  put  the  program  through.  We  have  not  got  the  votes. 
That  is  our  f  rouole, 

Mr.  Hall.  Then  the  object  is  how  do  we  get  the  votes,  is  it  not! 
Is  it  not  true  that  it  is  morally  wrong  for  us  to  have  to  starve  the 
people  of  the  United  States  mto  giving  us  parity  prices  for  our 
products! 

The  Chairman.  Well,  I  wish  we  were  able  to  get  it,  as  the  Farm 
Bureau  puts  it,  at  the  marketplace,  but  we  have  b^me  so  productive 
now  that  it  is  pretty  difficult  to  keep  up  with  prt^^ms.  For  instance, 
as  I  said  today,  you  must  have  heard  me  say  it,  we  produce  as  much, 
let  us  sav.  tobacco  now  on  1  acre  as  we  did  on  3  acres  only  20  years  ago. 

Mr.  itxLL.  I  agree  with  you. 

The  Chairman.  Take  the  case  of  cotton.  We  are  producing  as  mnoh 
now  on  16  million  acres  as  we  did  on  40  million  acres  less  than  26  yean 
ago  and  I  liclieve  that  the  farmers  who  sell  have  improved  their  tech- 
niqiie  throu^rh  the  programs  we  have  here  because  we  gave  you 

Mr.  Hai.l.  I  agree. 

Tlie  Chairman-.  (Continuing.)  We  gave  you  so  many  acres  to  plant 
and.  bv  eoUv.  von  mnA"  those  acres  produce. 

Mr.  Hau.'.  That  is  ripht. 

The  Chaibman.  And  in  the  long  nm  I  say  this  cost  to  vs  will  be 
repaid  many  times  because  as  our  population  increases,  we  have 
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learned  tlie  business  of  producing  more  food  on  leea  acres  and  I  am- 
not — I  have  never  complained  about  the  cost  of  these  prograans.  But 
the  point  is  that  we  cannot  get  the  programs  we  desire  by  any  means 
uid  the  programs  that  we  have  now  are,  I  believe,  the  best  we  can 
obtain  under  the  pres^it  composition  of  the  House  and  Senate. 

Mr.  DczAN.  The  best  is  not  going  to  do  it,  I  do  not  believe.  The  best 
is  not  going  to  be  good  enough  to  save  rural  America.  This  is  what  I 
predict. 

Mr.  Halu  I  would  like  to  inject  this,  sir.  No.  1,  technology  has 
increased. 

The  Chairman.  No  doubt  about  that. 

Mr.  Hau-  No.  2,  we  are  receiving  on  1967-59  parity  figures  30  per- 
cent less  than  we  would  have  been  receiving  on  the  1947—49  figure  on 
100  percent  parity.  So  perhaps  this  takes  care  of  the  technological 
increase. 

No.  3,  the  question  still  remains  of  how  we  get  the  coalition  farm  bill 
through  Congress  and  I  think  you  will  agree  we  will  never  do  it  by 
a  negative  attitude.  And  if  we  admit  defeat  and  say  that  the  present 
bill  will  have  to  be  good  enough  at  this  time,  I  doubt  if  when  tne  fight 
oomes  down  to  the  last  battle  that  we  will  be  able  to  win  it  but  if 
we  say  we  are  going  to  get  this  coalition  bill  through,  then  when  the 
fight  cmnes  down  to  the  last  battle  we  mean  bn^ess  and  we  do  every- 
thing that  is  humanly  possible  to  do  it. 

Tne  Chaibuan.  I  wiU  tell  you  what  you  do.  You  work  on  the  House 
Members. 

Mr.  Haul.  We  have,  sir. 

The  Chaiskan.  Because  that  is  in  my  book,  where  the  trouble  lies. 

Mr.  CoTTi-E.  We  would  not  even  have  to  go  out  of  Illinois  to  get  a 
good  start,  either.  We  have  got  plenty  of  work  to  do  in  Illinois. 

The  Chaihman.  I  know  their  bill  when  they  presented  it  in  1965 
was  not  as  good  as  ours  by  any  means.  We  had  a  lot  of  difficulty  putting 
in  the  bill  mat  we  proposed.  "Now  we  are  confronted  with  the  questicm 
of  payments  and  this  bill  is  so  patterned  that  we  hope  to  reduce  acres 
ma  pay  for  this  reduction  and  put  as  many  acres  to  work  to  produce 
lU  the  com  we  need,  all  of  the  wheat  we  need,  and  whether  that  cut 
of  acreage  comes  from  a  large  or  small  farm  makes  no  difference  to  me 
md  yet  if  they  put  a  limitation  of  pa^fments  on  the  biU  that  you  are 
proposing  as  I  understand  they  will,  it  is  going  to  ruin  the  program, 

Mr.  Hall.  They  will  not  if  the  coalition  has  anything  to  do  with 
that. 

The  Chairman.  I  tell  you,  you  boys  get  to  work  on  that.  I  am  with 
you.  We  will  do  what  we  can  to  help  but  in  order  to  be  able  to  pass 
a  bill  through  the  Congress,  that  is,  through  both  houses,  you  have 
got  to  have  the  votes,  majority  of  the  votes.  Otherwise 

Mr.  DnzAN,  I  feel  this,  that  perhaps  as  the  Democrats  and  Repub- 
hcans  have  a  little  bit  of  feeling  for  rural  America,  that  they  ought 
to  get  together  and  work  with  this  problem  because  I  do  not  thmk 
yon  can  survive  long  without  us. 

The  CiiAHtMAN.  I  know  that. 

Mr,  DuzAN.  And  we  are  awfully  close  to  going  under. 


The  Chairman.  If  you  read  my  talk  as  you  say  you  did  you  will  see 
the  conclusions  reached  by  me  just  about  on  the  fines  you  are  speaking 
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-of.  If  the  farmer  does  not  make  it,  the  rest  of  the  coontry  is  going  to 
go  broke. 

Mr.  Hall.  This  is  very  true.  What  we  are  looking  for  ia  soIiitiQna. 
I  think  we  all  know  the  problems.  What  we  need  is  solutions. 

The  Chaikuan.  That  is  right.  If  you  have  anything  new  that  yoa 
want  to  add  to  what  you  have  here,  let  us  have  it. 

The  committee  will  stand  in  recess  until  10  ajn.  on  Monday. 

(Whereupon,  at  5 :05  pjn.,  the  hearing  was  recessed,  to  rec<HlTSie  *t 
10  a.m.,  Monday,  February  23, 1970.) 
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AGRICULTURAL  ACT  OF  1970 


XONSAT,  FEBBCTABY  23,  1970 

U.S.  Senate, 

COMMTITEE   ON   AORICULTUBB  AND   FORESTRY, 

Washington,  B.C. 

The  committee  met,  pursuant  to  recess,  at  10 :09  a.m.,  in  room  334, 
Old  Senate  Office  Building,  Hon.  Allen  J,  Ellender  (chaiiman) 
presiding. 

Present:  Senators  Ellender,  Holland,  Jordan  of  North  Carolina, 
Aiken,  Young  of  North  Dakota,  Curtis,  Dole,  and  Bellmon. 

Also  present :  Senators  Symington  andEagleton. 

The  Chairman.  The  ctanmittee  will  please  come  to  order. 

We  are  pleased  to  liave  this  morning  two  distinguished  Senators 
from  Missouri,  Senator  Symington  and  Senator  Eagleton.  You  will 
recall  Senator  Symington  was  a  member  of  this  committee  for  some 
time  and  took  a  great  interest  in  agriculture  and  still  has  his  interest 
in  it. 

Today  we  have  Mr.  Fred  Heinkel,  Mr.  Clell  Carpenter,  and  Hilton 
Bracey  of  the  Mid-Continent  Farmers  Association  as  witnesses.  And 
I  understand,  Senator  Eagleton,  you  desire  to  make  a  statement  before 
that. 

STATEMENT  OF  HON.  THOUAS  F.  EAGLETON,  A  U.S.  SENATOR  FEOK 
THE  STATE  OF  MISSOUKI 

Senator  Eagi-eton,  In  the  interest  of  time,  I  would  like  to  leave 
this  short  statement  as  a  part  of  the  record  and  then  introduce  our 
three  distingiiished  witnesses. 

(Senator  Eagleton's  prepared  statement  is  as  follows :) 

Sir.  Chairumn :  It  is  a  distinct  honor  for  mo  to  api)ear  berore  you  for  the  first 
time  on  Iwhair  of  Misaouri  rftmiers,  and  I  look  forward  to  working  closely  with 
you  and  your  committee  iri  the  future  in  behalf  of  Aineriran  agriculture. 

Our  state  \a  among  the  top  ten  in  America  in  terms  of  cash  farm  receipts. 

Misaouri  farmers  add  some  SI-.t  billion  annually  to  our  state  income,  and 
rapport  an  agribusiness  complex  that  generates  some  $4.5  billion  annually  in 
Mis.=ourl'a  economy.  Agribusiness  ia  in  fact  Sllssouri's  largest  Industry,  It  em- 
ploys one  out  of  every  three  Missouri  workers,  and  accounts  for  n«irly  40  percent 
•f  Missouri's  economic  income.  Aa  the  Chairman  knows,  hundreds  of  millions  of 
tollars  worth  Of  Missouri  fnrm  products  pass  through  the  port  of  New  Orleans 
Mch  year  to  earn  hard  cash  in  the  world  market. 

A  strong  and  viable  agriculture — in  Missouri  and  in  America — la  not  only 
nsential  If  all  of  our  citizens  are  to  have  a  continuing  and  abundant  supply  of 
hMd  and  fiber  at  fair  prices:  It  is  also  vitally  important  to  our  balance  of  pay- 
Bents  and  to  our  strength  on  the  world  scene. 

As  we  confront  the  task  oC  renewing  America's  farm  progriims  in  1970,  we 
ire  nearing  an  important — and  perhaps  very  hopeful — (vntershed  In  the  develop- 
ment of  American  agriculture,  I  believe  we  have  a  good  beginning  on  an  improved 
(423) 
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farm  prograni  in  B.  306S,  the  scr-called  "coalition"  farm  bill  wlildi  woold  extend 
and  Improve  the  Agriculture  Act  of  1965  and  wblch  I  am  proad  to  co-sponsor. 

The  moat  bopeful  point  la  that  tbls  bill  represents  the  Joint  effort  of  twenty- 
four  major  American  farm  organizations,  representtng  a  rer;  large  part  ot  tbe 
American  farm  conimunit?. 

For  a  long  time  American  agriculture  has  been  on  tbe  defensive,  both  In  oar 
own  indnatrlallzed  aocietj'  .  .  .  and  in  world  markets.  Oar  farmers,  usin;  Uie 
world's  moat  advanced  technology.  And  themselrea  doing  bntdness  In  what  amoontB 
to  band-to-mouth,  Bubaiatetice-economy  conditions. 

But  wltb  broad  UDltp  among  farmera,  I  believe  we  can  devel(q>  federal  pro- 
grams which  will  let  tbe  farmer  produce  on  a  bualneaa-like  basis  with  a  decent 
return  for  his  effort 

While  no  one  clalm»<  that  S.  30SS  is  the  total  answer  to  the  multitude  trf  pnb- 
lems  besetting  farmers  in  our  agricultural  economy,  I  do  feel  that  with  stnMig 
and  purposeful  administration  It  will  bring  us  closer  to  dolDg  the  Job  that  needs 
to  be  done. 

Appearing  with  me  here  ti>day  In  support:  of  S.  3068  are  Mr.  Pred  Heinkel. 
Mr.  li.  C.  Carpenter,  and  Mr.  Hilton  Bracey  of  the  Mldcontlnent  Farmers  Aasoda- 
tlon.  These  gentlemen  live  and  work  with  farmers  In  agribnalDeSB.  They  aie 
intimately  acquainted  with  farm  problems,  and  I  commend  their  statement  to 
you  In  behalf  of  farm  programs  that  would  Insure  a  strong  agriculture  to  serve 
the  needs  of  farmers  and  the  nation  as  a  whole. 

Senator  Eagleton.  It  is  a  distinct  pleasure  to  introduce  three 
Missourians  who  are,  in  my  judgment,  about  the  most  knowledgeable 
men  about  farm  problems:  Mr.  Fred  Heinkel,  L.  C.  Carpenter,  «nd 
Hilton  Bracey  of  the  Mid-Continent  Farmers  Association. 

I  might  add,  Mr.  Chairman,  that  just  recently  Mr.  Heinkel  was 
designated  as  chairman,  or  ad  hoc  spokesman,  for  some  27  farm  groups 
which  support  S.  3068.  I  think  that  speaks  more  convincingly  than 
anything  I  could  say  about  the  respect  with  which  he  is  neld  by 
individuals  who  are  intimately  connected  with  the  business  of  farm- 
ing. And  without  any  further  ado  I  will  yield  to  my  distinguifdied 
colleague — 

Senator  Young,  May  I  say  first,  I  agree  thoroughly  with  your  views 
regarding  Mr.  Heinkel.  He  is  one  of  the  best,  if  not  the  best,  &nn 
s|>okesman  that  I  know  and  you  are  fortunate  you  have  him  in  Mis- 
souri. I  wish  we  had  him  in  North  Dakota. 

Senator  Eaoletton.  That  is  even  higher  praise.  We  appreciste  that 
veiy  much. 

The  Chairman.  I  can  ditto  that,  and  so  can  Senator  Symingtoa 

Senator  Symington  t 

STATEHEKT  OF  EON.  STUART  STUIHOTON,  A  1T.S.  SESATOTL  FROM 
THE  STATE  OF  UISSOITBI 

Senator  Symington.  Thank  you  Mr.  Chairman.  All  I  would  say  in 
corroboration  of  my  distinguished  colleague.  Senator  Young,  and  mj 
collea^ie  Senator  Eagleton,  one  time  Mr.  Heinkel  was  very  worried 
about  what  could  happen  with  respect  to  our  agricultural  market  in 
Europe,  our  largest  cash  market.  As  a  rpsult,  he  and  I  went  up  to  see 
the  gentleman  who  was  handling  that.  Secretary  Herter.  Mr.  Heinkd 
told  Mr,  Herter  what  he  thought  would  happen  as  a  result  of  whit 
was  going  on  in  the  so-called  Kennedy  round,  et  cetera.  One  might 
have  Miought  he  was  looking  into  the  glass  of  the  future,  becau.<«  jiist 
about  everything  he  prophesied  would  happen  did  happen,  to  the 
srent  detriment  of  not  only  the  farmers  of  our  State  but  the  farmen 
of  all  States. 
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M^  I  express  my  appreciation  for  the  kind  words  said  about  Mr. 
Heinkel  by  the  rankine  member  of  this  committee;  and  I  would  also 
endorse  everything  said  by  my  colleague  frun  Missouri,  Senator 
Eagleton  witn  respect  to  Mr.  Heinkel's  capacity  and  experience  in 
thia  field. 

Thank  you  for  letting  me  make  this  statement. 

The  Chmrbian.  Glad  to  have  had  both  of  you. 

Semator  Holland.  Yes,  indeed. 

The  CHAIRMAN.  All  right,  Mr.  Heinkel,  will  you  pleaae  step 
forward? 

8TATEXEST  OF  FRED  Y.  E£INE£L,  PBESIDEirC,  A5D  HILTOK 
BKACEY,  SntEOTOB,  COTTON  DITISIOIT,  VaSCOmHSEST  FASM- 
EBSASSOdATIOir,  00L1TUBIA,  HO. 

The  Chairman.  Do  you  have  a  prepared  statement  t 

Mr.  Heinkel.  Yes. 

The  Chairman.  How  do  you  wish  to  handle  thatt  Do  you  mind 
being  examined,  if  we  ask  questions  as  you  go  along! 

Mr.  Heinkel.  Yes,  if  that  is  the  way  you  prefer  to  do  it. 

The  Chairman.  All  right.  You  mav  proceed. 

Mr.  Heinkel.  First,  let  me  say  after  one  has  so  many  nice  things 
said  about  them,  it  is  probably  a  good  time  for  me  to  live  carefully. 

My  name  is  Fred  V.  Heinkel,  residence  Columbia,  Mo.,  with  the 
Midcontinent  Farmers  Association.  I  hope  that  this  stat^nent  may 
all  be  included  in  the  renord. 

The  Chairman,  Without  objection,  that  will  he  done.  If  you  wish 
to  highlight  your  statement,  you  may  do  so. 

Mr.  Heinkel.  We  were  honored  that  our  two  distinguished  Senators 
were  deeply  enough  interested  in  farm  legislation  and  in  this  particu- 
lar bill  to  come  over  here  and  make  some  statements  and  put  in  an 
appearance. 

This  Senate  bill  S.  3068,  commonly  known  as  the  coalition  farm 
bill,  it  now  has  27  organizations  that  work  together  in  this  group.  It 
is  not  formalized  by  aiarter  or  bylaws  or  anything  of  the  kind.  It  was 
created  out  of  necessity  and  that  is  what  holds  it  together.  It  is  made 
up  of  general  farm  organizations,  national  in  scope,  some  that  are  not 
national,  and  farm  commodity  groups. 

I  have  with  me  here  Mr.  Clell  Carpenter,  vice  president,  and  Mr. 
Hilton  Bracey,  director  of  the  cotton  division,  and  a  little  lat^  I  would 
like  to  have  Mr.  Bracey  present  our  statement  on  cotton. 

I  certainly  agree  with  you,  Mr.  Chairman,  that  if  Congress  does  do 
kway  with  the  present  subsidies  and  programs,  we  are  courting  dis- 
uter,  and  it  will  have  a  very  serious  and  adverse  effect  on  farm 


I  am  also  delighted  with  the  statement  that  our  distinguished 
Senator  from  Nortn  Dakota  is  supposed  to  have  made,  at  least  you  were 
quoted  to  that  effect,  that  you  expected  no  major  changes  and  felt 
somewhat  optimistic  that  the  Congress  would  continue  worthwhile 
pr^;Tains. 

(Smmodity  programs  developed  and  refined  over  the  years  which 
«re  part  of  this  proposed  bill  are  widely  supported  by  farmers  who  are 
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members  of  our  organization,  as  do  the  farmers  of  other  orgBtiizations. 
In  a  series  of  meetings  held  by  the  MFA  and  attended  by  1,800  dele- 
gates elected  by  tlie  membership,  94  percent  voted  in  favor  of  a  «m- 
tinuation  of  federal  supply -management  commodity  programs. 

Producers  throughout  the  Nation,  by  their  participation  in  theee 

frograms  last  years,  indicated  they  approved  these  programs;  477,587 
arms,  with  92  percent  of  tlie  cotton  allotment  signed  up :  981,153  farms 
witli  88  percent  of  the  wheat  signed  u))  to  participate  in  the  prt^^run 
and  1,661,770  farms  signed  up  in  tlie  feed  grain  program. 

We  are  convinced  that  reiisonable  management  of  supplies  of  farm 
commodities  is  crucial  to  the  sncccys  of  any  farm  program.  Effective 
orderly  production  and  marketing  of  a  product  is  a  sought-after  goal 
of  ever>-  industrvj  and  is  desirable.  To  produce  more  tlian  can  be 
efficiently  utilized  is  wasteful  of  resources,  results  in  low  returns  to  the 
increments  of  production— labor,  management,  capital— and,  if  pw- 
m  itted  to  continue,  civjites  economic  chaos  and  social  revoliitioii  within 
the  industry. 

Federal  farm  programs  have,  to  a  substantial  degree,  met  national 
farm  policy  objectives  as  originally  establislied  and  reviewed  over  the 
years  Dv  tlio  Congress.  Soil  and  water  resources  have  been  conserved 
and  our  land  is  today  highly  fertile  and  pi-oductive.  Food  and  fiber  are 
abundant,  selection  is  broad  and  quality  high.  Consumer  prices  are 
reasonable.  Consumers  now  spend  a  nt'ord  low  portion  of  their  clis- 
posable  income  for  food — about  17  percent.  And  I  saw  a  figure  the 
other  day  that  indicates  it  has  now  gone  below  17  jjei-cent. 

Tlie  dairy  section,  of  course,  i>roposes  to  e.xtend  and  improve  the 
class  I  base  plan  and  we  supitort  that.  The  Xational  llilk  Producers 
Fedemtion  is  a  meniljer  of  the  Farm  Coalition  and  they  will  testify 
here  and  I  have  knowledge  that  they  will  support  this  bill  and  we 
join  tliein. 

Title  II  pertains  to  wool  an<l  wc  urge  the  retention  of  the  present 
wool  program. 

Title  III  pertains  to  feed  grains  and  I  mentioned  the  kind  of  par- 
ticipation we  had  in  1969  with  the  feed  grain  producers  which  is  evi- 
dence how  they  feel  toward  the  program,  and  since  feed  grains  is 
reivlly  the  crux  of  our  focid  production  industry,  it  supplies  the  food 
for  the  production  of  milk,  meat,  eggs,  poultry,  and  so  forth,  that 
constitutes  an  essential  part  of  the  daily  diet  of  Americans. 

We  feel  that  this  piv>gi-am  ought  to  be  continued  and  strength- 
ened. We  feel  it  has  been  n-eakened  by  tlie  decision  to  do  away  with 
advance  payments  which  are  probably  needed  more  this  year  than 
they  have  ever  l}een  nee<led  in  the  history  of  the  program. 

Second,  the  Secretary  derided  to  reduce  the  payment  rate  for  the 
acreage  diversion  from  45  i>ei-cent  of  the  county  price  support  times 
the  fann's  projected  yield  peracre  to  40  percent  in  1970. 

This  is  not  a  major  item  but  we  feel  it  is  a  step  in  the  wrong  direc- 
tion. These  payments  were  based  upon  50  percent  of  the  county  price 
support  back  early  in  the  program,  and  they  have  been  reduced  now 
the  second  time  <lowii  to  40  percent. 

We  are  recommending,  however,  that  in  this  coalition  bill  the  price 
support  loan  be  increased  from  $1.05  to  $1.15  per  bushel  on  com  and 
an  mcrease  in  direct  payments  from  30  cents  per  bu^ei  to  40  cents  per 
bushel. 
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The  Chairman.  Mr.  Heinkel,  at  that  point  I  would  like  to  ask  a 
few  questions  about  com. 

You  are  advocating  a  larger  loan  per  bushel,  $1.15.  It  has  been  diffi- 
cult in  the  past  to  get  full  cooperation  by  the  larger  comgrowers 
and  unless  the  large  corngrowers  participate  in  the  program,  the 
chances  are  that  production  will  be  far  in  excess  of  our  requirements. 

As  you  know,  the  present  law  as  well  as  tlie  coalition  bill  contemplates 
the  continuation  of  the  voluntary  program  for  com. 

Now,  some  of  the  committee  members  feel  tliat  by  reducing  the  loan 
on  com  and  increasing  the  direct  payments,  that  we  might  get  more 
cooperation  from  tlie  corngrowers,  Wnat  do  you  feel  about  it? 

Mr.  Heinkbl.  Well,  that  is,  of  coursCj  a  matter  of  judgment  and  I 
know  there  is  thinking  on  both  sides  of  it.  What  we  had  m  mind  was 
tiring  to  get  some  more  income  in  view  of  the  increasing  costs  with 
which  com  producers  as  well  as  all  other  producers  are  confronted 
and  we  were  splitting  it  up  between  the  two,  an  increase  in  the  loan 
rate  and  an  increase  m  the  payment,  which  will  bring  it  up  to  about 
Jl,56  a  bushel  total.  Of  course,  that  payment  would  not  apply  to  all 
production. 

That  was  part  of  our  reasoning.  We  felt  that  $1.15  still  in  our 
opinion  was  not  high  enough  to  keep  a  lot  of  additional  jieople  out  of 
the  program. 

The  Chairman.  Well,  you  would  be  surprised,  though,  that  we 
had  some  witnesses  here  last  Friday,  one  with  a  fami  of  over  200  acres 
producing  an  average  of  137  bushels  per  acre,  as  1  i-efall,  and  most  of 
them  prOTuced  above  100  busiiels  per  acre  and  none  of  them  were  in 
the  program. 

Now,  it  seems  to  me  that  in  order  to  get  the  results  with  this  bill 
that  we  contemplate,  if  we  raise  the  loan  on  com,  that  the  tendency  will 
be  for  these  large  farms  to  continue  to  keep  out  of  the  program  and 
let  the  smaller  farmer,  the  smaller  producer,  be  the  one  who  par- 
ticipates in  the  acreage  program  and  unless  something  is  done  to  get 
the  large  farmers  in,  we  will  be  confronted  with  a  surplus  of  corn. 

The  thought  was  to  reduce  the  loan  level,  that  is,  tlie  ainount  of 
loan  per  bushel,  and  increase  the  direct  payments  so  that  the  farmer 
will  receive  about  what  is  contemplated  in  the  bill. 

Mr.  Heinkel.  Well,  we  can  retain  the  same  objective  another  way. 
I  do  not  know  that  our  people  would  argue  about  that,  although  1 
remember  one  year  that  tne  loan  rate  was  $1.05  and  some  of  us  pled 
with  the  Department  to  increase  it.  They  did  go  up  to  $1.10  and  noth- 
ing of  major  proportions  happened.  Ot  course,  in  some  years  it  may 
have  more  effect  than  it  would  another  year.  It  would  depend  on  the 
prevailing  price  at  the  time  the  action  is  taken. 

The  Chairman.  Well,  it  would  seem  to  me  tliat  any  farmer,  whether 
he  produces  com,  wheat  or  anything  else,  if  he  expects  price  supports 
from  the  Government  he  should  be  willing  to  trim  his  acreage  so  that 
production  will  be  in  keeping  with  what  the  Depaitment  feels  ought 
to  be  produced.  And  if  you  set  a  high  loan  level,  it  is  my  considered 
judgment  that  it  will  keep  the  large  farmer  out  w]io  can  produce 
sndmakea  profit  at  maybe  $1.05,  $1.10,  or  $1.15.  And  if  you  make  it  at 
thatona  voluntary  program  as  is  envisioned  in  the  bill,  and  is  now  pro- 
Tided  in  the  law,  it  will  continue  to  plague  us  with  large  suri)luses, 
and  that  is  what  I  fear. 
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Senator  Aiken.  Mr.  Chairman,  maybe  Mr.  Heinlrol  can  answer 
this  question.  I  notice  h<^  are  selling  at  around  80  cents  now.  I  am 
just  wondering  why  the  pricee  of  hogs  has  gone  up  proportionatelj 
more  than  the  price  of  other  farm  commodities.  You  would  think 
they  would  be  usins  the  nearly  record  supply  of  com,  although  the 
market  price  is,  I  believe,  a  little  over  the  loan  right  now,  to  raise  more 
hogs.  Is  it  because  tie  hog  grower  has  more  self-restramt  than  other 
farmers? 

Mr.  Hbinezl.  Well,  the  hog  producers  tell  me  this,  and  I  have 
hundreds,  even  thousands  of  them  make  the  same  statement.  Thc^  say 
the  amount  of  hogs  they  can  produce  is  determined  by  the  labor  of 
the  farmer  himselt,  and  his  family  and  also  by  disease  problems;  that 
they  are  the  two  main  controlling  factors  in  hog  production.  Plus  the 
fact  that  a  lot  of  the  corn  producers  on  good  laud  have  quit  feeding 
hogs  and  are  staying  with  grain  production.  And  so,  therefore,  the 
feed  grain  program  has  had  a  part  in  this  over  a  period  of  years.  The 
hog  producer  has  learned  that  he  is  going  to  have  a  stable  supply  of 
grain  at  reasonable  prices  and  the  com  producer  on  the  good  land 
has  found  that  he  can  get  along  without  also  engaging  in  hog 
production. 

Senator  Aiken.  In  reviewing  the  commodity  market  the  last  10 
Tears,  apparently  no  farm  product  has  gone  up  to  the  extent  that  hogs 
have.  We  were  worried  not  so  many  years  ago  that  we  would  have 
10-cent  hogs  and  the  market  price  for  years  was  18  cents,  maybe  20 
at  this  time  of  year. 

Mr.  Heinket..  Well,  I  have  been  a.?  curious  about  it  as  you  have  been. 
Senator,  and  I  made  inquiry  and  these  are  the  answers  that  I  get 
invariably  from  hog  producers. 

Senator  Bellmon.  Mr.  Chairman,  May  I  ask  a  question?  What 
percent  of  the  feed  gi-ain  enters  the  loan?  Is  it  substantial ! 

Mr.  Heinkel.  Well,  it  has  not  been  so  high.  It  varies  from  year  to 
year.  I  would  not  know  the  answer  to  that  percentagewise.  It  varies 
from  year  to  year,  depending  upon  the  market  price  at  harvest  time. 
Some  years  two-thirds  of  it  in  our  State — now,  it  might  be  different  in 
other  States — will  go  under  loans.  Another  year  it  may  be  one-third. 
Senator  Curtis.  In  that  connection — excuse  me. 
Senator  Young.  Is  it  not  true  that  at  one  time  almost  every  small 
farmer  in  the  feed  grain  area  produced  hogs !  That  was  true  in  my  part 
of  North  Dakota.  Almost  every  farmer  used  to  have  some  hogs  but  now 
it  has  become  more  concentrated  in  the  hands  of  larger  producers.  Like 
other  types  of  farming,  hog  production  requires  a  bigger  operation  to 
be  profitable  and  economic.  It  is  no  longer  the  sideline  tliat  it  once  wia 
Mr.  Heinkel.  This  is  rig'ht.  Senator.  And  I  think  in  other  States 
the  production  of  feeder  pigs  has  become  a  sizable  operation  and  u 
done  on  a  high  grade  and  a  scientific  basis.  The  farmer  does  not  feed 
those  out.  And,  the  farmer  who  feeds  the  hogs  out  is  now  in  most  cases, 
not  producing  the  pigs  but  buying  them  from  these  people  who  spe- 
cialize in  feeder  pig  production.  That  ties  right  in  with  what  yoo  saii 
Senator  Youno,  I  know  that  is  true  in  the  case  of  my  sons'  farming 
operations.  They  used  to  be  in  ho^.  It  would  not  require  much  to  g^ 
hack  in  but  they  prefer  to  be  straight  grain  farmers  and  feed  catin< 
Hog  raising  now  does  not  even  fit  in  with  cattle  feedng  operatim 
like  it  once  did. 
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Mr.  Heenkel.  Specialized  business. 

Senator  YotiNO.  It  is. 

Senator  Hou>and.  Are  the  farmers  who  feed  the  hogs  outproducing 
most  of  their  feed  or  are  they  buying  most  of  their  fe^  ? 

Mr.  Helnkel.  Well,  they  do  botb.  Some  of  them  produce  part  of 
it  and  buy  considerable,  and  some  of  them,  many  of  them  buy  it  already 
prepared  and  brought  out  and  emptied  right  out  of  the  truck  into  their 
nop[>er8.  So,  again,  that  fits  in  with  what  Senator  Young  said,  that 
this  is  becoming  a  specialized  business. 

Senator  Holland.  I  understand  that,  and  I  was  wondering  if  you 
have  any  figures,  what  percenta^  of  the  com  is  produced  on  the  farm 
by  the  feeders  and  what  percentage  they  buy.  My  understanding  has 
been  that  they  buy  a  large  part  of  their  com. 

Mr.  Heinkel.  They  do.  Certain  of  these  producers  do.  I  would  not 
know  what  the  figure  on  the  total  would  be.  Those  figures  are  available. 

Senator  Holland.  Well,  we  can  get  that  perhaps  from  the 
Department. 

One  more  question,  if  I  may  ask.  What  effect  on  this  increased  feeder 
hogs  operation  has  the  high  cost  of  beef  had  and  the  turning  of  mtmy 
people  to  the  purchase  of  hogs  and  pork  rather  than  beef  t 

Mr,  Heinkel.  What  effect  has  it  nad  on  which,  the  beef  industry  ?■ 

Senator  Holland.  What  effect  has  the  high  cost  of  beef,  had  upon 
this  increase  in  feeder  production  of  hogs? 

Mr.  Heinkel.  Well,  I  have  never  heard  that  mentioned  as  a  factor. 
I  really  do  not  believe  it  enters  into  it  very  much  because  the  price 
of  hogs  is  kept  along  pretty  close  to  beef. 

Senator  Aikex.  Just  about  the  same. 

Senator  Bellmon.  A  little  better  at  the  moment.  Hogs  are  higher 
thanfatsteers. 

Senator  Cuims,  Mr,  Chairman,  may  I  ask  a  question  ? 

The  Chairman.  Yes,  Senator. 

Senator  Cttrtis.  Is  Missouri  a  surplus  area  of  deficit  area  from  the 
standpoint  of  feedgrains  ? 

Mr.  Heinkel.  Part  of  the  State  is  in  deficit  and  part  surplus.  The 
State  as  a  whole  area  is  about  on  a  break-even  basis,  I  think. 

Senator  Curtis.  In  other  words,  you  feed  about  as  much  as  you 
produce  in  the  overall. 

Mr.  Heinkel.  It  moves  from  one  part  of  the  State  to  the  other. 

Senator  Curtis.  Oh,  yes. 

Senator  Bellmon.  tit.  Chairman,  is  this  not  about  the  case  na- 
tionally with  feed  grains?  We  are  not  adding  substantially  to  our 
feeder  work  at  this  time,  are  we? 

Mr.  Heinkel.  No,  we  are  not. 

Senator  Bellmon.  It  seems  to  me  we  might  be  making  a  mistake 
to  disturb  this  balance. 

Mr.  Heinkel.  We  have  added  a  little  to  it  because  we  have  had  some 
problems  with  exports,  as  you  know.  Our  exports  are  down  some.  We 
feel  that  this  increase  in  price  would  not  disturb  the  relationship. 
This  has  been  due  to  the  low  price  of  wheat,  more  wheat  moving  into 
feed  that  has  been  taking  place  in  the  past  several  years. 

The  Chairman.  Well,  there  is  no  doubt,  I  think  the  record  will  show 
that  as  a  small  farmer  gets  out  of  business  he  has  had  for  quite  some 
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time,  that  the  hog  growing  has  been  concentrated  most  in  large  growers 
who  buy  their  feed  rather  than  raise  it.  Heretofore  the  smaller  fanner 
grew  liis  own  and  fed  it  to  the  hogs.  Now  that  he  is  out  you  have  people 
who  concentrate  on  tlie  production  of  hogs  and  then  buy  their  feed  and 
naturally  yon  have  many  of  these  large  com  growers  who  concentrate 
on  the  crowing  of  feed  only. 

Mr.  Heinki:l.  liut  our  small  fanners,  Senator,  in  the  southern  part 
of  our  State  are  the  ones  that  are  now  specializing  in  this  feeder  pig 
production.  Thev  have  a  program  where  tliey  sell  them  at  auction  orer 
the  telephone.  I^cople  in  other  states,  Illinois,  Iowa,  North  Miasouri, 
buy  them  and  never  see  them.  They  sell  them  on  their  quality  and 
reputation. 

The  CiiAiRMAX.  Well,  in  any  event,  what  we  hope  to  do  before  these 
hearings  end  is  to  get  the  Department  to  give  us  what  the  trend  is  be- 
twi.'fn  the  gi-owing,  tli!_it._  is.  small  growers,  and  then  whether  the 
large  com  grower  participates  very  much  in  the  hog  business,  and 
they  will  testify  after  we  get  through  here.  I  am  sure  that  we  will  be 
able  to  get  a  fair  picture  of  the  situation  at  the  moment. 

Senator  Youxg.  Mr-  Chairman,  could  I  ask  one  more  question?  Mr. 
Hcinkel,  what  in  your  opinion,  would  happen  if  hog  prices  remained 
the  same  as  they  are  now  and  we  reduced  com  prices  by,  say,  25  per 
cent  ?  Would  that  i-esult  in  increased  production  f 

Mr.  Heinkei-  Some  increase. 

Senator  Young.  A  sizable  increase? 

Mr.  Heinkel.  Yes,  it  would.  People  would  begin  to  figure,  well,  I 
guess  I  can  get  a  little  more  out  of  this. 

Senator  Atkkx.  Do  you  moan  com  prices  or  com  supports? 

Senator  HoiJ..\xi>.  I  did  not  understand  this,  these  two  different 
thoughts.  I  would  like  very  much  to  hear  that  answer. 

Mr.  IIeixkel.  I  think  it  would  increase  hog  production  to  some  ex- 
tent. Of  course,  we  still  have  the  problem  of  the  amount  of  help  avail- 
able and  the  disease  problem,  but  there  would  be  some  more  inmvidtui 
family  farmers  that  would  start  to  [ji-oduce  hogs  that  are  not  noir 
l)ro<hicing.  figuring,  well,  I  can  make  a  little  more  out  of  this  corn  bv 
feeding  hogs. 

Senator  Young.  Hogs  are  unlike  cattle.  Hog  production  can  be 
slmri)ly  increased  within  just  a  year's  time.  Cattle  is  quite  a  differeat 
matter. 

Mr-  Hkixkel.  Yes.  Even  6  months. 

Senator  YorNc.  With  cattle  it  is  a  question  of  3  or  4  or  5  years  be- 
fore you  can  sharply  increase  production.  Tf  you  want  to  increase  cat- 
tle production  very  inucli— and  I  think  this  to  some  extent  is  takinir 
place  now  since  they  are  holding  back  more  of  the  heifers  tlian  they 
usually  do— you  have  to  hold  down  the  number  of  heifers  and  come 
you  put  on  the  slaughter  market. 

The  (!!iiAii[.MAN-  You  may  proceed. 

Senator  ir(ii,i,AXD.  Mr.  C'liuirman,  there  is  one  question  I  would  like 
to  ask  Mr.  Heinkel. 


Mr.  Heinkel ,  I  think  you  know  that  one  of  the  very  great  difficulties 
we  arc  goin^  to  have  m  connection  with  this  new  legislation  is  the 
*„*  i        J  -1 !___.  ,_  ipointl 
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?uestion  of  limitation  of  payments  and  at  least  from  my  standpoint  I 
eelthatthat  Is  going  to  be  a  major  question  because  I  have  been  ridii 


np  u?.iiist  the  matter  on  the  Senate  floor  for  the  last  3  years.  The 
prob^m  has  not  come  from  this  body  but  from  the  House. 

If  you  have  any  comments  that  you  can  make  as  to  where  you  think 
the  principal  problem  is  and  how  you  think  we  should  deal  with  it, 
I  would  greatly  appreciate  your  making  it  because,  for  instance,  you 
Jmow  wh^her  the  feed  grain  problem,  tie  wheat  problem,  or  the  cot- 
tcHi  problem  has  presented  the  biggest  question  mark  here. 

M^r  own  opinion  has  been  that  it  has  oeen  the  cotton  iield,  the  field 
of  cotton  production,  and  you  also  know  as  to  how  great  a  contribution 
to  that  problem  has  been  made  by  the  fe«d  grain  and  wheat  people 
whi<di  I  think  has  been  much  more  modest,  a  much  more  smaller 
(!ontribution  than  has  come  from  the  cotton  production. 

Now,  if  you  have  any  suggestions  as  to  now  this  can  be  met  to  the 
best  advantage  I  hope  you  will  make  it,  because  you  are  a  practical  man 
who  has  been  in  touch  with  the  producers  and  I  tliink  you  are  practical 
enough  to  know  that  this  problem  in  our  major  one  this  year  as  we 
move  to  try  to  come  out  with  a  reasonable  program.  So,  I  certainly 
hope  that  you  will  give  us  some  help.  I  simply  want  to  make  that  state- 
ment at  this  time,  Mr.  Chairman, 

Mr.  HEiNKEr_  Senator,  I  do  not  have  any  brilliant  gems  of  wisdom 
to  offer  on  that  one.  I  would  say  that  limitation  of  payments  is  not  a 
hot  subject  in  our  State  and  in  the  area  in  which  we  operate. 

Our  organization  has  considei-ed  it  in  resolutions,  but  we  ha\'e  never 
taken  any  action  in  favor  of  limitation  of  payments.  We  have  thus  far 
opposed  any  limitation  of  payments. 

henator  Holland.  So  have  we,  and  successfully  so  far,  but  it  gets 
tougher  and  tougher  witli  eveiy  year  and  my  own  feeling  is  that  we 
have  got  to  be  very  practical  in  dealing  with  this  prc^lem  as  we  draft 
this  new  legislation.  I  am  sure  that  tlie  organizations  wli  ich  liave  testi- 
fied up  to  now  have  realized  that  but  they  have  not  come  up  with  any 
very  practical  su^restions.  That  is  why  1  am  suggesting  tliat  if  you 
have  a  practical  suggestion  in  this  field,  I  hoi>e  you  will  make  It  be- 
cause it  is  not  enough  to  just  say  that  we  are  going  to  i-aise  (he  size 
of  this  program  but  not  going  to  deal  at  all  wiUi  the  limitations 
problem. 

Mr,  Heinkel.  Well,  it  is  a  verj-  difficult  problem  as  you  know,  Sen- 
ator, because  the  production  is  attached  to  land  and  to  limit  the  pay- 
ments in  effect  is  saying  we  do  not  think  Bill  Jones  or  John  Smith  has 
got  a  right  to  own  this  much  land.  His  production  is  a  part  of  the  total 
Mid  what  the  Government  is  spending  the  money  for  is  to  try  to  in- 
crease fai-m  income  and  stabilize  production  for  everybody  in  the  in- 
dustry and  the  fellow  who  takes  out  a  lot  of  acres  is,  of  course,  entitled 
to  his  payment.  But  I  know  you  are  familiar  with  all  those  arguments. 

Senator  Hoixand.  I  hope  you  know  that  probably  I  have  Sime  the 
brunt  of  the  fight  on  the  floor  of  the  Senate  in  the  last  3  years  in  oppos- 

%the  limitations. 
r.  Heinkkl.  I  am  familiar  with  that. 
Senator  Holland.  But  at  the  same  time,  I  know  the  problem  is 
there  and  I  know  it  probably  as  well  as  anyliodv  else  in  the  Congress 
because  I  have  been  up  against  it,  and  I  know  liow  this  problem  has 
been  met  in  some  industries.  For  instance,  in  the  sugar  industry,  there 
is  a  sliding  scale  of  payments,  as  you  know.  The  small  producers  get 
80  cents  per  hundredweight.  And  then  that  goes  down  step  by  step 
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until  ail  the  larger  producers  get  only  30  cents  per  hundredvei^it  for 
their  production  of  the  largest  part  of  their  crop.  And  it  seems  to  worir 
very  well  in  that  particular  industry. 

Now,  thnt  does  not  mean  that  it  can  work  in  any  other  and  it  does 
not  mean  that  if  there  is  a  sliding:  scale  program  introduced  in  one 
commodity  that  that  same  one  will  work  in  every  other  commodity. 
But  we  have  given  considerable  thought  to  having  some  modificaticMi 
of  that  program  adopted  in  these  other  crops  that  have  broug'ht  ml  the 
trouble.  And  if  you  have  any  ideas  along  that  line,  we  would  like  to 
have  them. 

Mr.  Heinkei-  I  know  ttiere  have  been  those  suggestions  made  by 
some  of  the  people  that  operate  through  the  feed  grain  and  wheat 
areas  and  they  have  looked  at  it  seriously  and  if  we  just  have  to  have 
limitations,  t  would  say  yes,  that  would  be  the  most  logical  approach 
to  this,  certainly  on  a  graduated  sliding  scale  basis. 

Senator  Holland.  You  understand  that  my  suggestion  would  not 
apply  to  land  retirement  because  the  retirement  of  an  acre  of  your 
land  and  my  land  should  be  dependent  upon  how  productive  yourland 
and  my  land  is  and  what  the  tax  that  we  have  to  pay  is,  and  so  forth. 
And  that  should  not  vary  with  the  fact  that  you  mav  own  a  great  deal 
more  land  than  I  own.  But  when  it  comes  to  the  pnce  support  of  tlie 
product  of  the  land  there  is  a  chance  for  the  consideration  of  that 
approach. 

Frankly,  I  hope  a  great  deal  of  serious  attention  will  be  gi\"en  to 
that  because  we  are  right  up  against  that  problem  and  for  us  to  ignore 
it,  and  at  the  same  time  try  to  raise  the  total  size  of  this  program 
would,  I  think,  be  a  very  impractical  approach  because  we  have  seen 
these  last  8  yeara  just  what  a  problem  this  is.  Tou  recognize  it,  do  you 
not? 

Mr.  Heinkei-.  Yes,  I  do;  I  reco^ize  it. 

Senator  Hot.tand.  I  hope  you  will  help  us  with  some  practical  cm- 
sideration  of  the  w^  to  meet  this. 

Thank  you,  Mr.  Oiairman. 

The  Chairman.  Proceed,  Mr.  Heinkel. 

Mr.  Heivket.,  With  the  increased  cost-  of  production  that,  the  fann- 
ers are  encountering  today,  tliis  small  increa.se  is  entirely  jostifiedt 
entirply  dpsirnble.  We  are  talking  about  this  proposed  increase  in  com 
loan  payment  rntes. 

Mr.  Chairman,  members  of  the  committee,  we  live  in  the  Midwest 
We  have  daily  contact  with  farmers  in  the  feed  grains  area  and  feed 
grain  pricps  nt  present  levels  leave  i"oom  for  some  desired  improve- 
ment. From  fii-sthand  information  I  urge  vou  to  take  action  soon  an 
this  legislation  not  only  for  the  benefit  of  teed  grain  producers  but  it 
will  ai?o  serve  to  maintain  reasonable  prices  for  producers  of  meat 
animals  and  other  fond  products,  and  in  the  long  run  will  be  of  distiiut 
benefit  to  every  consumer  in  tlie  T'nitod  States. 

The  next  title  is  cotton.  With  your  pennission,  Mr.  Chairman,  I 
would  like  for  Mr,  Rracov  to  take  up  that  part  of  the  statement. 

Senator  Ct'rtis,  May  1  ;isk  a  quepl  ion  before  vou  begin  that!  How 
sp.veif*  were  your  transportation  problems,  speaking  of  boxcar  short- 
ares  and  poor  rail  service,  in  Jfissnuri  this  past  year  and  what  was  itt 
effort  upon  farmers  and  farmer  organizations?  (jrain  cooperatiTesBitd 
such? 
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Mr.  Heineel.  It  was  very  severe,  Senator.  It  was  a  real  serious 

problem  and  only  recently  I  wired  members  of  the  committee  dealing 

mth  that  particular  legislation.  It  still  is  a  critical  problem  right  now. 
Senator  Curtis.  I  am  told  that  in  Nebraska  the  amount  of  produc- 
tion in  the  future  will  be  somewhat  geared  to  the  ability  to  get  our 
products  to  market  because  we  have  millions  of  bushels  of  com  and 
milo  on  the  ground  yet, 

Mr.  Heunkel.  That  is  a  hazardous  business. 

Senator  Curtis.  And  we  have  grain  companies  that  are  faced  wiUi 
financial  disaster.  They  have  exhausted  all  their  credit.  They  cannot 
get  their  grain  to  the  terminal  markets.  And  we  have  available  records 
where  the  Burlington  Kailroad  will  build  a  box  car  or  a  car  of  m<^ 
any  kind — ^they  build  them  right  in  Lincoln— and  the  record  shows 
that  car  never  returns  to  Nebraska  sometimes  for  5  years. 

Mr.  Heinkel.  According  to  our  transportation  people,  that  is  one 
of  tite  main  fac^  of  the  problem,  is  that  these  cars  get  off  in  other 
territory  and  the  other  railroads  can  lease  them  so  much  cheaper  than 
they  can  own  them  they  never  return  them.  That  poses  a  question. 

Senator  Curtis.  And  the  railroads  do  not  move  them  very  fast.  The 
grain  men  tell  me  that  it  used  to  be  when  they  would  noti:fy  the  rail- 
road that  th^  had  a  car  loaded  out  along  in  the  late  afternoon,  that 
car  would  start  to  roll  that  evening.  It  might  take  3  or  4  days  now. 

The  Chairman.  All  right,  sir,  you  may  proceed, 

Mr.  Braoet.  We  recommend  and  urge  continuation  of  the  cotton 
provisions  of  the  Agricultural  Act  of  1965  with  improvements  to  (1) 
protect  and  increase  cotton  farm  income  on  an  individual  basis,  (-2) 
maximize  sale  and  use  of  cotton  both  at  home  and  abroad,  and  (3) 
keep  program  costs  within  reasonable  limits.  We  are  convinced  that 
with  one  major  change,  a  few  "up-dating"  modifications,  and  two 
badly  needed  additions,  current  trends  toward  destruction  of  the 
Fnited  States  cotton  industry  could  be  halted  and  reversed.  We  are 
equally  convinced  that  the  overriding  consideration  involved  in  any 
future  program  should  be  and  must  m  the  need  for  maintaining  and 
improving  cotton  farm  income.  Otherwise  no  program  ooidd  succeed 
and  cotton  will  in  a  short  period  of  time  cease  to  be  a  major  farm 
crop  in  the  United  States. 

As  the  major  change  in  the  current  program,  we  recommend  a 
loan  level  for  cotton  ecjual  to  production  costs  and  reactivation  and 
iggressive  implemenation  of  section  203  of  the  Agricultural  Act  of 
1956  which  declares  "quantities  of  cotton  shall  be  sold  as  will  reestab- 
lish and  maintain  the  fair  historical  share  of  the  world  market  for 
United  States  cotton."  Prevailing  circumstances  and  conditions  re- 

rB  such  an  arrangement  to  (1)  protect  individual  farmers  from 
very  real  threat  of  limitations  on  price  support  payments,  (2) 
r^ain  foreign  markets  so  essential  to  the  total  oflf-take  of  United 
States  cotton,  and  (3)  keep  Government  costs  within  justifiable  limits. 

Especially  important  and  essential  farm  income  protection  provi- 
siong  in  the  current  program  which  we  recommend  and  urge  be 
COTitinued  without  change  are : 

1.  Continue  requirement  that  price  support  payments  when  added 
to  the  loan  must  reflect  at  least  65  percent  of  parity  on  the  projected 
yield  of  the  permitted  acreage. 
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Mr.  Chairman,  if  I  may,  we  would  like  to  digress  for  a  moment 
and  expresB  to  you  on  bdialf  of  the  farmers  in  our  area  our  deep 
appreciation  for  this  amendment  wliich  ■was  offered  by  you  ana 
adopted  by  the  Senate  to  the  Agricultural  Act  of  1965.  It  is  one  of 
the  things  that  makes  it  possible  for  us  to  be  here  today.  Otherwise 
frankly,  we  do  not  think  we  would  be  in  the  cotton  businees. 

Without  a  continuation  of  this  protection,  cotton  farm  intXHne 
would  be  at  the  mercy  of  pressures  to  reduce  program  costs.  This 
requirement  is,  in  fact,  the  only  protection  in  the  current  program 
that  the  cotton  farmer  has  against  furtliw  drastic  cut«  in  income 
levels. 

2.  Continue  requirement  that  price  support  and  diversion  payments 
be  based  on  projected  fields. 

3.  Continue  authority  for  substitution  of  nwisurplus  crops  <Hi 
allotted  cotton  acreage  in  event  of  flood,  drought,  or  other  natural 


4.  Continue  the  16  million  acre  minimum  national  allotment. 

5.  Continue  domestic  allotment  provision  as  in  current  program. 

6.  Continue  full  price  support  eligibility  (without  limitations)  on 
all  cotton  produced  in  compliance  with  program  requirements. 

We  recommend  "up-dating"  modifications  in  the  current  program 
as  follows : 

1.  Eliminate  the  requirement  for  mandatorj'  diversion  before 
permitting  voluntary  diversion. 

2.  Permit  sales,  lease  or  transfer  of  allotments  between  prodocera 
without  regard  to  counties— and  without  previous  referendums. 

3.  Permit  farmers  to  overplant  up  to  "X"  percent  of  their  farm 
allotments  without  price  support  benefits  (excepting  loan  eligibility) 
or  penal  ties. 

Senator  Youno.  Mr.  Chairman,  I  wonder  if  I  can  ask  a  question 
before  we  get  beyond  this  point. 

You  say  where  you  would  require  a  mandatory  diversion  before 
permitting  voluntary  diversion.  Is  the  requirement  that  producers 
maintain  t^eir  conserving  acre  base  a  problem  for  cotton  producers  in 
your  area! 

In  some  States  the  conserving  acre  base  is  up  to  about  49  percrait 
of  their  cropland  acreage  and  we  find  that  many  farmers  have  to  lay 
the  same  land  idle  2  years  in  a  row,  particularly  in  the  summer 
fallow  area,  in  order  to  qualify  or  take  part  in  the  programs. 

Mr.  Bracey.  No,  sir.  Conserving  acreage  base  as  you  refer  to 
is  not  a  great  problem.  It  is  some  problem  in  some  areas  but  generally 
speaking,  it  is  not  with  cotton.  What  we  are  talking  about  here, 
under  the  present  program 

Senator  Yodnq,  Is  it  a  problem  in  Missouri  with  other  crops! 

Mr.  Bracey.  No,  sir.  Excuse  me.  It  might  be  witli  other  crops. 
Mr.  Heinkel,  is  it  to  your  knowledge? 

Mr.  Hkinkkl.  I  do  not  believe  it  is. 

Senator  Jordan,  Will  you  yielld?  What  were  you  specifically 
referring  to?  I  was  a  little  conlfnsed  on  that  same  thing  myself. 

Mr.  Bracey.  Under  the  interpretation  of  the  present  act  the 
Department  says  there  must  be  mandatory  diversion  before  you  can 
permit  voluntary  diversion. 
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In  effect,  you  must  make  people  take  cotton  out  of  production  who 
want  to  grow  it  in  order  to  let  those  who  do  not  want  to  grow  it 
take  it  out,  if  you  follow  me,  and  this  is  what  we  object  to.  We 
would  like  to  see  farmers  have  a  right  to  grow  cotton  who  want  to 
and  those  who  do  not  want  to  to  have  the  right  to  diversion  without 
forcing  those  who  want  to  grow  it  to  take  it  out.  We  think  the  end 
result  would  be  approximately  the  same  thing  insofar  as  produc- 
tion is  concerned.  Tiie  big  difference  is  it  would  let  the  faimer  have 
a  real  choice. 

Senator  Jordan.  You  do  not  think  that  would  run  the  acreage  up 
very  much  if  you  permitted  that  ? 

Mr.  Bracet.  No,  sir,  it  could  run  it  down. 

Senator  Jordan.  But  it  could  run  it  up,  too,  could  it  not  ? 

Mr,  Bracet.  I  do  not  believe  so  because  really  you  are  talking 
about  the  same  thing  insofar  as  acreage  is  concerned.  The  only  thing 
is  it  is  just  a  matter  of  who  takes  it  out,  whether  it  is  a  man  who 
wants  to  or  the  man  who  does  not  want  to.  We  are  saying  let  the 
man  who  does  want  it  to  take  it  out,  sir,  rather  than  force  a  man  who 
does  not  want  to  do  it  in  order  to  let  the  other  man  do  it. 

Senator  Bellhon.  Mr.  Chairman,  this  might  get  to  the  problem 
we  have  in  our  State  where  some  of  the  dryland  cotton  farmers  would 
like  to  quit  raising  cotton  if  they  can  do  so. 

Mr.  Bracet.  Right.  But  they  cannot  unless  it  is  necessary  to  have 
mandatory  diversion.  Now,  if  you  could  pennit  those  farmers  to 
do  so,  they  might  take  out  some  and  it  would  not  be  necessary  to 
force  those  who  want  to  grow  it  to  take  it  out. 

Senator  Bellmon,  A  lot  of  them  would  like  to  get  clear  out  of 
the  cotton  business.  Would  they  continue  to  receive  a  payment  in 
your  proposal?  What  would — they  would  have  to  give  up,  their 
allotments  and  their  payments,  would  tliey  not  ? 

Mr,  Bracet,  We  nave  some  proposals  here  which  would  be  the 
short-term  or  long-tenn  retirement  and  I  think  probably  long-term 
retirement  would  lit  the  people  you  are  thinking  about,  sir.  I  know 
it  would  in  our  State,  In  other  words,  maybe  a  long-term  easement 
of  the  allotment  which  would  be  much  less  expensive  fo  the  Gov- 
ernment and  also  be  much  better  for  the  farmer  concerned. 

Senator  Jordan.  Well,  would  you  yield  at  this  point' 

Would  that  permit  them  to  plant  another  crop,  then,  if  they 
diverted  these  acres  from  cotton  ? 

Mr,  BiucET.  I  would  think  they  would  have  to  be  fallow,  yes,  sir. 

The  Chairman,  Mr.  Bracey,  of  course,  it  is  my  belief  that  our 
cotton  program  would  be  one  of  the  hardest  to  deal  with.  You  speak 
of  more  sales  abroad,  more  use  of  hogs.  Now,  when  the  1965  act 
was  put  on  the  statute  books,  the  consumption  of  cotton  by  the  mills 
in  this  country  was  8,600,000,  in  that  neighborhood,  bales,  and  by 
making  them  one  price,  it  was  thought  by  some  that  the  cotton  use, 
domestic  use,  would  increase  by  about  a  million  bales,  but  it  has  not 
happened  that  way.  Instead  tlie  mills,  textile  mills,  of  this  country 
are  now  using  only  8,100,000  bales  on  what  was  world  prices,  and 
this  last  year  only  40  percent  of  the  textile  market  was  cotton  in 
contrast  to  about  60  percent  of  man-made  fiber. 

Mr.  Bbacet.  The  worst  in  history. 
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The  Chairman.  And  it  is  going  to  keep  on  doing  it.  And  the  same 
thing  is  occurring  abroad. 

Now,  with  that  in  mind  how  can  you  increase  forMgn  ezportadon 
and  more  use  at  home  ? 

Mr.  Bracet.  Senator,  we  are  referring  back  to  section  203  of  t±ie 
1956  act  which  you,  of  course,  helped  enact. 

The  Chairman.  Yes,  I  understand. 

Mr.  Bracet.  And  this  was  a  time  when  we  offered  U-S.  cotton  on 
a,  competitive  bid  basis  and  we  did  sell  cotton,  as  you  recall.  In  fact, 
the  first  year  we  went  up  from  about  2J/^  million  bales  to  over  7  mil- 
lion the  first  year  and  every  year  after  that  when  it  was  aggressively 
administered,  we  did  sell  cotton. 

Now,  we  have  never,  in  recent  history,  at  least,  sold  any  cotton 
except,  I  mean  abroad,  except  tlirough  a  competitive  bid  export  sales 
program  of  any  consequence  and,  of  course,  the  little  2.7  million  that 
we  exported  last  year  was  largely  through  special  Grovemment  pro- 
grams of  one  form  or  another,  Public  Law  480,  and  so  forth. 

The  Chairbian.  That  is  our  main  outlet  at  the  moment 

Mr.  Bracet.  We  did  not  sell  any  for  dollars,  so  to  speak. 

The  Chairman.  But  it  strikes  me  that  something  must  be  done  by 
the  textile  mills  of  this  country  to  keep  the  cotton  farmer  in  business, 
to  keep  themselves  in  business.  And  I  can  well  remember  when  tliB 
matter  came  up  that  everybody  felt  that  with  the  mills,  domestic  mills, 
obtaining  cotton  at  world  price,  they  would  gobble  up  more  cotton, 
probably  as  much  as  10  or  11  million  bales.  But  instead  it  is  going 
down  and  I  would  like  to  have  you  suggest  a  way  by  which  we  can 
force  more  use  of  cotton  by  the  mills  if  that  is  possible.  Textile  mills. 

Mr.  Bracet.  One  thing  we  know  based  on  experience,  that  the  lower 
price  has  not  accomplished  the  ohi'ective  we  hoped  it  would. 

The  Chairman.  It  has  not  at  all. 

Mr.  Bracet,  In  fact,  instead  of  going  up  we  have  lost  aboat  an 
average  of  200,000  bales  per  year  since  the  enactment  of  the  1965  act 
I  am  talking  about  domestic 

The  Chairman.  And  the  consumer  pays  as  much  if  not  more,  for 
the  cloth  than  before. 

Mr.  Bracet.  Considerably  more.  And  also  imports  of  the  cotton 
textile  products  have  increased  rather  than  decreased  as  we  hoped. 

In  addition  to  this  we  have  lost,  roughly,  half  of  our  export  mai^et 
due  primarily  to  the  operation  of  the  so-called  one-price  system. 

The  Ciiatrman.  I  would  like  yon  to  give  as  much  information  as 
you  can  to  the  committee.  How  can  we  remedy  that? 

Senator  Aikkx.  I  was  just  wondering,  how  were  the  mills  able  to 
declare  extra  dividends  this  winter  if  the  cotton  market  is  all  gone! 
Is  it  the  money  they  made  on  synthetics? 

Mr.  Bracet.  Senator,  I  could  not  answer  that  question.  I  frankly 
do  not  know. 

Senator  Jordan.  What  was  that  question  ?  T  did  not  hear  yoa. 

Senator  Atken.  T  say,  how  were  the  mills  able  to  declare  some  exirt 
dividends  to  their  stockholders? 

Senator  Jordan.  Which  mills  are  you  talking  abontt 

Senator  Atken.  I  will  tell  you  privately  which  one,  not  far  froni 
North  Carolina.  I  do  not  think  "you  want  me  to 
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Senator  Jordan.  I  know  some  that  are  going  to  be  liquidated  now. 
I  can  give  you  a  list. 

Senator  Aiken.  I  only  saw  the  report  on  one  of  them  but  it  was 
good  sized. 

Senator  Jordan.  What  was  left  out  of  the  bankruptcy  sale. 

The  CniiRMAN.  Not  too  long  ago  the  cotton  program  was  almost 
self-sustaining.  Now,  it  is  costing  over  a  billion  dollars  a  year. 

Mr.  Bbacet.  Terribly  expensive  and  it  goes  back  to  the  one-price 
system. 

The  Chaibhan.  That  comes  about  because  we  made  all  cotton  sold 
at  world  prices. 

Mr.  Bracet.  Of  course,  the  domestic  price  is  below  world  prices. 

The  Chairman.  And  the  beneficiaries  of  all  of  this  happen  to  be 
the  textile  mills  in  my  book.  And  now  we  are  short,  I  mean,  I  do  not 
know  how  to  solve  it  any  more.  I  really  felt  at  the  time  that  those  who 
proposed  this  world  price  for  cotton  would  at  least  use  more  of  it  but 
it  has  not  happened  that  way. 

Mr.  Bracet.  We  all  had  high  hopes  that  it  would,  but  it  has  not 
worked  as  you  have  very  well  stated. 

The  Chairman.  That  is  right,  and  now  I  would  like  to  know  how 
we  can  force  it.  If  we  cannot,  how  can  we  ask  that  the  same  minimum 
acreage  be  provided ! 

Mr.  Bracet.  Well,  frankly,  we  do  not  think,  Mr.  Chairman,  that  we 
can  force  domestic  mills  to  use  cotton  if  they  have  some  other  fibers 
that  they  would  rather  use.  The  important  thing  as  we  see  it,  is  this 
price  consideration.  In  addition  to  the  other  things  that  have  happened 
to  us,  it  has  caused  rather  high  payments  to  be  made  to  producers  in 
order  to  keep  them  in  business  and  now  we  are  faced  with  the  very 
real  threat  of  limitations  on  these  payments  as  Senator  Holland  men- 
tioned here.  We  just  cannot  live  with  all  these  things  as  cotton 
producers. 

Now,  a  we  are  not  going  to  use  more  cotton  at  the  lower  price,  and 
the  record  of  the  past  4  or  5  years  shows  that  we  have  used  less  instead 
of  more  in  the  domestic  market,  then  we  need  to  take  this  burden  off 
the  farmer  where  it  rests  today  and  take  this  threat  of  limitations 
away  that  will  put  him  out  of  business  if  it  comes  to  pass.  This  is  why 
we  are  suggesting  a  loan  level  near  production  cost  which  would  be 
28  to  30  cents  a  pound  and  I  think  the  record  shows  without  question 
that  we  used  more  cotton  domestically  at  30  cents  a  pound  level  than 
we  have  ever  used  below  it.  Now,  why,  frankly,  some  of  us  do  not 
have  the  answers  to  the  questions. 

The  Chairman.  That  is  because  the  textile  mills  bought  just  at 
support  prices. 

Mr.  Bracet.  We  do  not  think  that  the  price  had  anything  to  do 
with  it  really. 

The  Chairman.  There  is  no  doubt  that  insofar  as  domestic  produc- 
tion is  concerned,  most  of  the  competition  was  among  and  between  the 
textile  mUls  in  this  country. 

Mr.  Bracet.  Right. 

The  Chairman.  That  is  where  it  was  and  that  was  the  point  I  made 
but  notwith.'>tanding  that,  I  was  voted  down  and  the  one-price  system 
was  establi,=!hed  and  it  really  was  disastrous  to  the  cotton  grower  as 
well  as  the  Government. 


)y  Google 


438 

Mr.  Bracet,  We  very  well  remember  your  position  and  histoiy 
diows  it  was  the  right  one. 

Senator  Curtis.  Mr.  Chairman — in  jour  opinion,  why  is  Uw  ulti- 
mate consumer  choosing  syntlietic  fabrics  over  cotton  t 

Mr,  Bracey.  Well,  Qiey  serve  a  purpose  that  the  consumer  wants 
served.  There  are  a  lot  of  reasons  but  1  think  primarily  we  have  to  ad- 
mit whether  we  like  to  or  not,  and  as  cotton  farmers  we  do  not,  but 
tliere  are  some  fibers,  man-made  fibers,  that  can  do  everything  that 
cotton  can  do  and  do  some  things  better  than  cotton  can  do  and  this  is 
what  we  ai'e  faced  with.  Particularly  in  shirts  and  household  items 
today  the  lady  wants  a  wash  and  wear.  She  does  not  want  something^ 
that  has  to  be  ironed,  and  we  have  not  been  able  to  put  into  cotton  the 
same  properties  tliat  have  been  put  into  man-mades.  And  this  is  what 
is  selhng  it. 

Frankly,  tliere  does  not  seem  to  be  any  hope  that  we  can  ever  put  it 
into  cotton  to  the  same  extent  we  have  been  able  to  put  it  into  man- 
mades,  and  on  top  of  this,  the  man-mades  that  are  takmg  our  markets 
today  are  priced  roughly  double  tlie  price  of  cotton.  It  is  the  polyesters 
that  are  taking  tlie  cotton  market  today.  Tliey  are  priced  60  odd  cents 
average  as  comj^ared  to  around  25  cents  average  on  cotton. 

Senator  Curtis.  Does  this  same  situation  prevail  among  foreign 
consumers  ? 

Mr.  Br^vcey.  No,  sir,  not  to  the  same  extent  it  does  here.  Of  course, 
under  one  so-called  one-price  system  our  domestic  mills  buy  cotton 
anywhere  from  3  to  7  cents  a  pound  clieaper  than  the  foreign  mill  can 
do  it.  I  mean,  tlie  U.S.  cotton.  This  is  wliy  the  foreign  mills  are  not 
buying  U.S.  cotton.  They  do  not  have  to  pay  this  premium  for  cotton 
from  Brazil  or  Mexico  or  some  other  points.  And  they  are  not  paying  it 

Tlie  reason  they  have  to  pay  a  premium  is  because  under  our  one- 

Erice  system  we  do  not  make  any  allowance  whatsoever  for  freight 
rokerage,  insurance  or  any  other  fixed  costs  between  domestic  and 
foreign  points.  If  cotton  is  25  cents  on  the  Memphis  market,  that  is 
what  the  domestic  mill  pays  for  it.  The  foreign  mill  pays  25  cents  a 
pound  but  it  costs  them  up  to  7  cents  more  to  get  it  to  the  mill,  "niis 
makes  32.  Tlioy  will  not  pay  it.  They  go  to  the  other  countries  where 
thev  buy  it  for  28  cents  or  less. 

Senator  Aikex.  May  I  ask  what  effect  the  miniskirt  had  on  the 
cotton  market? 

Mr.  Biuit'ET.  It  did  not  help  any. 

Senator  Aiken.  .Tiist  increased  the  interest  rate. 

Mr.  Bracet.  I  agree. 

Senator  IIoll,vnd.  I  think  this  witness  has  made  a  strong  case 
against  tlie  one-price  cotton  syHtoin  and  I  think  he  has  also  brought 
out  that  the  protection  of  the  individual  farmers  from  the  threat  of 
limitations  on  pi-ice  support  payments  is  their  firet  objective  in  the  sug- 
gestion that  they  make  liere  which  is  that  the  major  change  in  the  cnr- 
rent  program  which  they  recommend  is  the  loan  level  for  cotton  equal 
to  |»i-oduction  costs,  plus  the  other  matters  mentioned.  I  think  you  say 
that  yon  want  a  loan  level  of  tilnjut  30  cents  a  pound,  is  that  correct? 

Mr.BR-icr.28to3u;yes,   ' 
yn.  As  n 


Senator  HoLLAyn.  As  against  the  present  one  which  is  what! 
Mr.  Bracet.  20^  cents. 
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Senator  Holland.  In  other  words,  that  is  completely  doing  away 
■with  the  one-price  system. 

Mr.  Bracet.  Yes,  sir,  it  would  be,  but  you  would  couple  this  loan 
level  with  a  competitive  bid  export  sales  program  under  section  203. 

Senator  Holland.  I  understand.  You  suggest  that  and  that,  of 
course,  is  in  line  with  what  the  Senator  from  Louisiana  suggested  in 
1965,  not  only  suggested  but  ai^ed  for  very  strongly  and  what  I 
supported  him  in. 

I  note  your  later  proposals  here.  It  does  not  seem  to  me  that  all  of 
your  later  proposals  practically  deal  with  this  question  of  doing  away 
-with  the  danger  of  price  limitations.  Your  suggestion  No.  i  is 
that  the  16  million  acre  minimum  national  allotment  be  continued. 
Your  suggestion  No.  1  under  your  updating  modifications  is  to  elim- 
inate the  requirement  for  mandatory  diversion  before  permitting 
voluntary  diversion.  Your  suggestion  No.  3  is  to  permit  farmers  to 
over-plant  up  to  x  percent  of  their  farm  allotments  without  price  sup- 
port beneSts  excepting  loan  eligibility. 

Your  suggestion  No,  1  as  an  addition  to  the  current  program  is  for  a 
national  cotton  reserve  along  with  the  other  reserves  that  are 
mentioned. 

Well,  of  course,  what  we  have  been  trying  to  get  away  from  is  to 
have  a  heavy  surplus  of  cotton  on  hand  and  the  cotton  reserve  that  you 
suggest  would  certainly  necessarily  create  a  surplus.  Whether  it  is 
available  or  not,  it  is  there.  I  do  not  see  that  your  suggestions  deal 
very  practically  with  the  question  of  avoiding  the  danger  of  limi- 
tation of  payments  which  is  the  principal  thing  that  I  am  disturbed 
by.  I  would  like  for  you  to  discuss  this  m  some  detail  if  you  will,  be- 
cause I  think  that  is  the  real  problem  that  we  have  got  to  be  con- 
fronted with. 

I  think  you  are  correct  in  your  first  statement  there,  that  that  is  the 
first  problem  we  have  got  to  deal  with,  but  I  do  not  see  that  your  later 
sue'j^estions  deal  with  that. 

Now,  please  make  it  clear  just  where  you  st^nd  on  this.  In  other 
words,  the  30-cent  price-support  program,  doing  away  with  the  one- 
price  program,  allowing  over-planting  and  sill  these  other  things  you 
suggest,  it  seems  to  me  that  they  do  not  get  away  frtmi  the  danger  of 
limitation  of  payments.  But  instead  they  might  even  increase  that 
danger. 

Mr.  Bracey.  Weil,  Senator,  we  do  not  expect  anything  that  we 
might  do  would  avoid  limitations  but  we  do  think  we  can  certainly 
reduce  the  adverse  effects  of  limitations.  We,  like  you,  are  terribly 
concerned  about  limitations. 

For  example,  the  reason  for  the,  let  us  say,  28-cent-a-pound  loan 
that  we  are  suggesting,  the  larger  more  efficient  farmers  at  least  could 
survive,  even  though  they  had  limitations  on  payments,  if  they  had  a 
<!OSt  of  prodnction  loan.  Now,  this  would  not  avoid  the  limitation  but 
it  would  mean  that  they  could  stay  in  business  and  these  arc  the  people 
who  would  be  hurt  the  most  under  limitations.  So,  let  us  assume  that 
the  larger,  more  efficient  people  could  live  with  limitations  if  they  had 
a  loan  lewel  equal  to  production  costs.  At  least  this  is  the  thought  we 
are  trj-ing  to  present  here. 

Now,  miatever  they  would  get  above  this  level,  of  course,  would  be  a 
margin,  profit  margin,  so  to  speak,  and  it  would  mean  that  they  could  go 
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ahead  and  maybe  take  on  additional  acreage  under  scane  of  these  other 
provisions  that  we  are  outlining  here  because  the  whole  thrust  of  ttiis 
proposal  is  to  lot  cotton  go  to  those  farmers  who  want  it  and  who 
can  afford  to  grow  it,  and  I  think  w©  all  know  that  there  are  awne 
farmers  who  cannot  produce  cotton  for  even  50  cents  a  pound.  There 
are  other  farmers  who  can  produce  cotton  probably  in  the  neigbbw- 
hood  of  26  to  ''<0  cents  and  at  least  stay  m  business  and  do  some  good, 
and  we  are  tliinkiug  that  these  larger,  more  efficient  peo|)le  ore  the 
ones  that  are  going  to  be  hurt  imder  limitations  and  mis  is  why  we 
are  suggesting  the  production  cost  level  as  a  loan  in  order  to  let  these 

Seople  continue  if  they  get  a  limitation  placed  on  the  payments 
lemselves. 

Now,  we  think,  No.  1,  this  does  not  avoid  a  limitation  but  makea  it 
possible  for  fanners  to  live  with  it. 

Senator  Holl.\nd.  What  kind  of  a  limitation  is  it  that  you  are 
tiying  to  hedge  against  ?  What  size  limitationl 

Mr.  Bracey.  Wp  would  like  to  hedge  against  any  and  all  limitations 
because  in  pi-inciple  we  are  opjiosed  to  limitations.  At  the  same  time, 
just  in  keeping  with  your  statement,  sir,  we  think  as  a  practical  matter 
they  are  veri'  likely  to  come  about.  Really  we  think,  according  to  Mr. 
Hemkel,  that  a  sliding  scale  type  of  limitation,  if  necessary,  such  as 
you  mentioned,  I  believe  tlie  sugar  people  have,  might  be  more  work- 
able than  just  a  straight  across-the-board  limitation,  cutting  you  off 
at  X  amount  somewhei'e. 

Senator  IIcili^xd.  Do  you  think  a  sliding  scale  limitation  is  ]M.r- 
ticularly  adaptable  to  cotton? 

Mr.  Bracev.  Quite  frankly,  we  do  not  think  limitations  are  adapt- 
able. Certainly,  with  the  program  we  now  have,  the  so-called  one- 
price  system,  if  you  have  a  limitation  you  might  just  as  well  not  write 
a  cotton  program  in  our  opinion,  and  I  think  all  the  cotton  people 
would  agree  with  this  statement. 

Senator  Hoij^nd,  Your  principal  contention,  then,  is  against  the 
one-price  system  ? 

Mr.  Bracet.  If  you  have  a  loan  at  production  cost  levd  which  would 
not  be  the  one-price  system,  then  you  could  live  with  a  limitation  of 
some  kind  but  I  am  not  saying  you  would  live  nearly  as  well  as  you 
would  like  to  live  but  it  would  not  force  the  larger  more  ^cient  people 
out  of  business. 

Senator  Hulland.  Well,  I  think  this  witness  has  been  more  helpful 
to  us  than  anybody  else  we  have  had  up  to  now  on  cotton,  Mr. 
Chairman. 

The  Chairman.  We  have  two  or  three  others  tMnorrow. 

Senator  Young.  May  I  ask  a  question ! 

The  Chairman.  Senator  Young. 

Senator  YonNo.  As  cotton  acreage  is  reduced,  what  other  crops  take 
its  place?  Cattle,  feed  grains,  or  wheat  in  what  proportion?  It  does 
not  stay  idle.  Some  use  is  made  of  it. 

Mr.  Bracet.  Soybeans  is  the  principal  altematecrop. 

Senator  Younq.  Soybeans. 

Mr.  Bracet.  Yes,  sir.  It  is  going,  though,  I  think  to  feed  grains  in 
some  areas  now.  Particularly  milo. 

Senator  Yoitno.  And  the  cattle  industry  is  expanding  in  some  of 
the  Southern  States. 
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Mr.  Beacet.  I  suppose  so,  yes,  sir,  and  it  would  affect  every  com- 
modity or  all  conuuodities  to  some  degree  that  would  be  suitable  to  the 
Cotton  Belt. 

Senator  Young.  While  we  do  not  raise  cotton  in  North  Dakota,  we 
do  have  fui  interest  in  this  because  of  the  expanded  production  of  other 
cfHumodities. 

Mr.  Bhacbt.  I  might  say  we  might  grow  some  more  wheat,  too, 
Senator. 

The  Chairmaw.  Senator  Jordan ! 

Senator  Jordan.  Talking  about  the  cost  of  production  on  your 
loan,  if  my  figures  are  right  here,  which  I  just  got  a  minute  ago,  the 
losn  is  20.^  cents,  is  it  notf 

Mr.  Bracbt.  20  and  a  quarter  cents. 

Senator  Josdajh.  That  is  right.  But  you  have  got  a  16.80  direct 
payment  on  top  of  that. 

Mr,  Bracet.  Right. 

Senator  Jordan.  So,  you  are  getting  37.05.  You  are  not  getting  20 
and  a  quarter  cents  from  your  cotton.  You  are  getting  37.05. 

Mr.BRACEY.  Ononly  65  percent  of  the  allotment. 

Senator  Jordan.  Right.  Now,  you  talk  about  one-price  critton  and 
if  we  put  it  in  at  cost  of,  well,  any  cost  you  want  to  put  it  at — 25, 
30,  37,  whatever  the  cost  is — who  are  you  going  to  sell  that  cotton  to! 
You  cannot  sell  it  abroad  unless  the  Government  subsidizes  it  as  they 
are  doing  today,  because  what  they  are  doing  now  is  selling  what 
cotton  they  are  selling  in  competition  with  Brazil  and  all  tlie  other 
cotton  exporting  countries,  and  you  will  not  get  any  unless  you  do 
make  it  a  lower  price. 

Mr.  Bracey.  You  are  exactly  right  and  this  is  why  we  are  suggest 
ing  reactivation  o£  section  203  of  the  1966  act  so  we  can  sell  on  a 
competitive  bid  basis,  and  match  Brazil  or  Mexico  or  any  other  pro- 
ducing country.  The  way  it  is  under  the  one-price  system,  it  costs 
foreiffli  buyers  anv  way  you  look  at  it  anywhere  from  3^4  to  7  cents  a 
pound  more  for  tne  same  cotton  that  it  does  a  mill  in  North  Carolina 
and  this  is  the  reason  we  are  not  selling  to  them.  If  we  were  talking 
about  one-price  on  a  delivered  basis  to  the  mill  door  then  we  would 
have  a  true  one-price  system  but  we  are  not  talking  about  that  in  the 
meaning  of  this  particular  program.  We  are  talking  about  one-price 
in  name  only,  not  in  operation. 

Senator  Jordan.  Well,  if  my  information  is  correct  it  costs  in  the 
Orient  about  3  cents  more  than  the  domestic  mill.  From  California 
to  the  Carolinas  it  is  less  than  California  to  Japan  because  they  ship 
right  out  of  the  west  coast. 

Mr.  Bracbt.  Correct. 

Senator  Jordan.  But  if  you  go  bade  to  one-price  cotton  from  the 
United  States,  you  are  just  writing  the  cotton  farmer  off  forever 
because  he  is  finished. 

Mr.BRACET.  You  mean  in  domestic  markets. 

Senator  Jordan,  Yes,  sir.  Your  trouble  now  is 

The  Chaibkan.  I  do  not  think  that  at  all.  Senator. 

Senator  Jordan.  Well,  I  know  it.  So  I  do  not  have  to  think  it.  I 
know  it. 

The  Chairman.  Well,wecanstopthatsomewhere. 
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Senator  Jordan.  Well,  your  rayon  is  cheaper  now  than  coU<hi,  Your 
polyesten;  are  cheaper  than  cotton.  My  shirt  is  all  polyester. 

The  CiiAiiuiAN.  If  the  textile  mills  want  to  stay  in  business  tbej 
had  better  see  that  the  cotton  farmer  stays  in  bu^nees,  too. 

Senator  Jordan.  They  are  not  worried  about  the  cotton  fanner. 

The  Cj  I  AIRMAN.  Xo  doubt  about  that. 

Senator  Jordan.  They  are  worried  whether  they  can  sell  what  they 
have.  A  year  ago  there  was  100  percent  cottxin  in  men's  undw8]iirt& 
Today  tliere  is  20  percent  cotton  and  80  percent  polyesters  in  men's 
undemiii'ts.  That  is  what  the  customer  changed  to.  He  did  not  have  a 
thing  to  do  with  tliat,  and  that  is  what  they  are  selling.  You  go  in  to 
buy  a  cotton  sliirt  and  you  have  to  look  a  long  time  now  to  find  a  100 
I)cn«nt  cotton  shirt  because  the  public  does  not  want  it, 

Mr.  Ukacey.  But  they  are  paying  roughly  twice  as  much  for  these 
polyesters,  and  what  have  you,  that  are  taking  cotton  markets  today 
than  they  are  for  cotton  itself. 

Senator  Hoi-i^nd.  You  mean  the  mill. 

Senator  Jordan.  But  they  last  longer.  You  do  not  have  to  send  th«a 
to  the  laundry.  You  know  that.  Polyester  has  taken  over  the  sheet 
market  today  very  rapidly.  You  do  not  have  to  send  these  sheets  to 
the  laundry.  Just  run  them  through  the  washer,  then  through  the 
drver  and  put  them  on  the  beds. 

IVIr.  Bracet.  And  the  USDA  reports  these  polyesters  arc  selling  65 
cents  on  the  average  as  compared  to  the  cotton  delivered  to  the  mill 
at  25  cents. 

Senator  Joiu>an,  Then  they  did  not  check  the  prices;  45  cents 
delivered  yon  take  the  cotton  production  and  you  lose  25  percent  of 
it  in  waste.  Your  wast©  will  hardly  pay  the  freight  on  it  today.  In  the 
other  you  have  no  waste.  Wlien  you  buy  a  bale  of  cotton  you  pay  ft* 
everj-thing,  the  same  on  t}ie  ties  and  the  nagging  as  on  the  cotton.  Thwr 
can  take  the  leaves  and  trash  and  sand  that  the  smart  fanner  can  put 
in  there — nnd  they  put  some  in,  it  is  there, 

Mr.  Bracey.  We  do  not  do  that. 

Senator  Jordan.  You  go  look  and  you  will  find  it,  about  a  peck  a 
dav.  and  c»nce  in  a  while  a  brick  bat.  A  cat.  I  have  even  got  cats. 

ilr.  Bracky.  I  do  not  know  who  you  are  buying  cotton  from,  Senatiw. 
You  are  not  buying  Missouri  cotton.  We  do  not  (£)  that. 

Senator  Jordan.  They  are  all  about  the  same.  But  your  problem 
is  the  iwlyester,  and  exports  are  what  is  killing  your  cotton  market  in 
this  count rv. 

Mr.  Bra(-ey.  Right. 

Senator  Jordan.  The  imports  of  foreign  textiles  of  all  descriptions. 
There  is  your  answer. 

Senator  Beli.m:on.  Ht.  Chairman,  I  would  like  to  ask  a  couple  of 
queftions, 

Mr.  Bracey.  in  our  State  tliere  is  a  great  deal  of  interest  in  <>ettinf 
up  an  auniversuT  maturity  date  for  cotton  loans,  T  do  not  ;*e  that 
you  mentioned  this  in  your  statement.  Have  you  considered  this  I  Our 
probh'ui  i?:  For  a  long  time  we  do  not  get  the  cotton  out  until  after 
the  lin=t  of  the  year  and  the  loans  mature  the  first  of  July. 

Mr.  Br.\(ky.  Wt'  have  thought  a  lot  about  it  and  we  have  been 
ijuoried  on  this  by  the  rsi>A  as  to  our  views  nnd.  frankly,  we  camiot 
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see  that  it  makes  a  lot  of  difference.  You  would,  of  course,  maybe 
change  delivery  date  by  30  or  60  days  or  some  such  amount  but  tlie 
!ud  result 

Senator  Bellhon.  They  might  change  it  by  6  months, 

Mr.  Bbacbt.  But  the  end  result^  you  have  got  the  same  bale  of  cotton 
»  reckon  with  and  you  add  considerably  to  your  administrative  con- 
Fusion  when  you  try  to  have  different  maturity  dates  for  cotton  or 
for  a  particular  commodity. 

Senator  Bellmon.  I  am  not  a  cotton  farmer  and  T  do  not  know  that 
[  understand  fully  how  the  market  for  cotton  works,  but  people  who 
iilk  to  me  about  it  say  the  mills  know  exactly  what  date  the  cotton  is 
sll  going  to  be  taken  o\er  by  the  Government,  that  they  buy  on  a  hand- 
to-mouth  basis,  planning  to  buy  from  CCC  after  the  loans  mature. 

Mr.  Br-vcey.  You  are  exactly  right  on  this  point.  They  do  this 
throughout  the  season.  In  fact,  CCC  now  is  carrying  most  of  the  stocks. 

Senator  Bellmon.  The  thought  was,  if  these  cotton  producers  who 
get  their  cotton  out  late  could  hold  it  and  perhaps  deliver  it  in  a  more 
methodical  way,  that  perhaps  tlie  open  market  would  operate  more 
freely. 

Mr.  Bracet.  We  think  it  would  help  the  cotton  market  cooperatives 
to  do  what  you  are  suggesting  and  if  it  would,  it  indirectly  stands  that 
it  would  help  the  farmer  liunself,  but  just  to  a  farmer  on  a  direct 
basis,  we  cannot  see  any  advantage  to  it. 

Senator  Bellmon.  Of  course,  most  of  the  cotton  is  marketed  through 
the  co-ops.  I  am  as.suming — — 

Mr.  IJr.\cey.  a  very  small  percentage  in  total,  I  think  less  than  25 
percent  is  marketed  by  the  co-ops. 

Senator  Bi^^L HON.  Is  that  right? 

Mr.  Bracey.  I  am  not  sure  of  this  percentage,  but  it  is  a  small 
amount.  Certainly,  less  than  half. 

Senator  Bellmon.  One  otlier  question.  You  made  the  statement 
earlier  in  your  comments  that  vou  felt  there  was  not  any  practical  way 
for  the  cotton  to  get  back  to  tne  market  they  are  losing  to  synthetics. 
I  believe  you  said  that. 

Mr.  Bracet,  Well,  in  effect,  I  may  have.  I  think  we  have  to  face 
the  facts  of  life  and  there  are  some  manmade  fibers  that  we  are  not 
going  to  dislodge  and  take  over  again  regardless  of  what  we  do  on 
price,  research,  promotion,  or  anythmg  else.  It  is  just  a  fact  of  life. 

Senator  Bbllmon.  My  question  is :  If  that  is  the  case — and  I  do  not 
know,  but  I  take  what  you  say  at  face  value— then  perhaps  the  impact 
of  any  program  we  write  this  year  on  the  farm  oill  ought  to  help 
cotton  farmers  to  phase  into  some  other  business  if  they  choose  to  do 
that. 

Mr.  Bracey.  You  are  exactly  right  there.  As  we  see  it,  we  think 
this  has  got  to  be  a  part  of  the  program.  There  is  no  need  to  keep  on 
saying  we  are  going  to  do  it  just  because  we  have  done  it  50  years. 
Things  have  changed  and  I  think  cotton  farmers  know  they  have 
changed.  Unfortunately,  you  do  not  have  enough  cotton  farmers  com- 
ing up  here  to  talk  to  you.  If  you  did,  you  would  understand  our  views, 
Ithink. 

Senator  Bellmon.  I  have  talked  to  a  lot  of  cotton  farmers  at  home 
and  Uiis  is  what  I  get  from  them.  They  are  asking  us  to  help  them 
get  free  from  this  business. 
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Mr.  Bracet.  In  other  words,  they  would  rather  get  into  some  otiier 

production  pattern  because  of  the  price  or  the  return  on  their  cotton 
production. 

Senator  Bellmon.  But  thev  need  an  orderly  way  to  do  it  and  they 
do  not  want  to  go  into  the  soybean  business  and  ruin  that  or  feed  grain 
and  Rattle  and  ruin  it.  They  need  a  chance  to  phase  out  of  one  industry 
and  into  another. 

Mr.  Bracet.  That  is  why  we  are  su^^iesting  what  we  hare  here  in  the 
way  »f  long-term  easements  for  such  fanners  as  you  describe,  keeping 
in  mind  we  want  the  cotton  to  go  to  those  people  who  want  it  and  yon 
are  describing  people  who  really  do  not  want  it. 

.Senator  Bki.lhon.  See  if  I  understand  how  an  easement  would  work. 
If  I  liud  a  cotton  allotment  and  chose  to  option  this  allotment  to  ^e 
Federal  Government,  then  I  might  decide  to  stay  out  of  all  kind  of 

froduction  for  10  years  and  then  I  could  buy  my  allotment  back. 
s  that  what  you  had  in  mindf 

Mr.  Brauey.  Well,  really  what  we  had  in  mind  would  be  that  a 
man  would  have,  say,  100  acres  of  cotton  allotment  he  does  not  want. 
The  Govonimcnt  would  offer  him  something  for  it  for  maybe  10  or  20 
years.  At  the  end  of  the  easement  perioa  it  would  go  back  to  the 
producer. 

Senator  Bei-i.mon.  And  in  the  meantime,  he  would  grow  nothing  on 
this  land. 

Mr.  Bhacky,  Ho,  could  either  fallow  it  or  it  could  be  turned  to  non- 
surplus  pn)du('tion  of  some  kind. 

Sf^nalor  Bkllmon.  Would  this  include  pine  and  timber  production, 
et  cetera  ? 

Mr.  Brac.ey.  \es.  Tliat  would  be  in  keeping  with  the  Department's 
prurram  for  recreation  and  all  this  sort  of  tning. 

^nator  Bet.lmon.  Mr.  Chairman,  it  would  be  helpful  to  me  if  we 
could  ask  our  witness  to  say  how  this  kind  of  a  phaseoat  would  work 
in  more  detail.  It  is  mentioned  here  in  rather  broad  terms,  but  I  would 
like  to  know  more  specifically  what  you  have  in  mind  on  now  this  pro- 
gram would  operate. 

Sf  r.  Bracey.  We  will  be  glad  to  do  it. 

The  Chairman.  If  you  can  broaden  on  your  statement.  We  will 
have  otliercotlon  farmers  testify  as  witnesses. 

Alt  right,  you  may  proceed,  sir. 

Mr.  Bracey.  No.  4,  permit  acreage  allotment  easements  on  a  long' 
range  basis. 

6.  Permit  diversion  of  domestic  allotment  (if  more  than  the  35 
percent  now  permitted  is  needed  to  bring  supply  into  line  witih  de- 
mand) on short-tenn basis  (annually). 

6.  Require  that  adjustments  l>e  made  for  abnormal  conditions  affect- 
ing plantings  and  protiiictiou  and  that  they  reflect  fuU  credit  for 
losses  in  acreage  and  production  due  tonatural  disasters. 

7,  Establish  positive  quidelines  for  various  factors  involved  in  deter- 
minations of  premiums  and  discounts  in  the  cotton  loan  pn^ram. 

3.  Encourage  voluntary  restraints  on  imports  of  cott<ni  tcstih 

products. 
As  additions  to  the  current  program,  we  recommend: 
1.  A  national  cotton  reserve  along  with  a  food  and  feed  reserve  fa) 

meet  natural  disasters,  maintain  supply  and  price  statnlitr  to  botk 
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cansamers  and  fanners  and  prevemt  the  undesirable  c(Hi8equencee  of 
*feast  and  famine"  production  (grdee. 

2.  Permit  and  require  that  raw  cotton  and  cotton  textile  products 
be  included  in  all  appropriate  welfare  programs,  boUi  domestic  and 


Senator  Holland.  What  does  that  two  mean ! 

Mr.  Bracey.  It  would  mean  in  our  feeling  at  least  that  it  would 
be  used  the  same  as  food.  In  other  words,  ]'ust  as  another  basic  need. 
Clothing  as  well  as  food  to  the  underprivileged. 

Senator  Holland.  You  mean  that  along  with  the  food  distribution 
program  that  cotton  clothing  be  distributed  ? 

Mr.  Bracet.  Yes,  sir.  That  would  do  more  to  increase  the  use  of 
cotton  at  this  time  than  any  single  thing  that  we  could  think  about. 
I  am  thinking  about  the  domestic  market  in  partictilar. 

Mr,  Chairman,  this  is  all  of  our  cotton  statement. 

The  Chairman.  Thank  you.  Any  further  statements!  If  not,  we 
thank  you  very  much. 

Senator  Holland.  Mr.  Chairman,  I  want  to  say  that  I  think  this 
witness  has  been  more  helpful  to  us  in  bringing  out  the  critical  nature 
of  die  cotton  situation  and  the  possible  ways  to  deal  with  it  than  any 
tJiat  we  have  had  and  I  still  would  like  him  to  be  a  little  more  specific 
on  what  he  is  hedging  against  on  the  limitation  of  payments.  He  can 
do  that  on  a  confidential  basis  to  this  committee  if  he  desires  to  do  so. 
As  far  as  this  committee  is  concerned,  we  have  stood  as  one  against 
limitation  of  payments  and  yet  we  know  that  we  are  in  the  minority  in 
the  other  House  and  we  have  had  a  pretty  rough  time  staying  in  the 
m^'ority  in  this  House. 

Senator  Youno.  I  am  in  the  minority  on  this  issue  in  my  own  State. 

Senator  Holland.  And  we  have  haa  some  of  our  Senators  feel  like 
they  have  been  jeopardizing  their  own  standing  in  insisting  that  we 
preserve  the  opposition  to  limitations. 

Now,  we  very  badly  need  some  practical  thinking  in  this  field  and 
it  seems  to  me  that  cotton  probably  more  than  wheat  and  feed  grains 
might  possibly  work  out  on  a  graduated  scale  of  loans,  not  talking 
about  land  diversion  but  of  loans  now.  It  seems  to  me  that  oven  though 
you  may  have  to  change  your  position  on  some  of  these  things  that 
you  would  like  to  continue,  like  over-planting,  things  of  that  kind, 
that  it  might  be  well  to  try  to  work  out  what  you  think  is  a  practical 
approach  to  this  i)roblGm.  I  personally  would  be  one  of  those  who 
would  like  to  see  you  do  so  because  I  realize  that  your  problem  is  the 
most  critical  of  the  three  that  we  have  been  talking  about.  And  I  think 
that  in  terms  of  its  effect  on  the  limitation  of  payments  it  would  have 
a  more  critical  effect  if  it  dealt  frankly  with  that  subject  because  the 
$3  million  and  $4  million  payments  that  we  have  had  thrown  at  us 
have  come  out  of  the  large  cotton  producer  areas  and  not  out  of  the 
wheat  and  feed  grain  areas.  So,  I  hope  that  you  all  will  give  some  real 
thought  to  this  problem  and  I  am  sure  that  we  welcome  it  and  would 
appreciate  it.  At  least  speaking  as  one  I  feel  that  way,  and  I  would 
welcome  any  expressions  from  other  members  of  the  committee, 

Probablv  I  have  been  up  against  this  problem  more  seriously  than 
anybody  else  but  I  realize  its  seriousness  and  I  hope  we  will  all  try 
to  work  out  something  here. 
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Sffliator  YouNti.  You  have  borne  the  bnrnt  of  this  problem.  That  is 
one  of  the  mjiny  reasons  why  I  do  not  think  you  should  retire. 

Senator  IIou^Nn.  Well,  1  have  borne  the  brunt  of  it  in  spite  of  the 
fact  that  I  op|K>scd  tlie  li)65  act  and  I  think  that  our  chairman  went 
alonj;  with  it  jn  its  hist  form  rather  reluctantly,  certain  as  to  cottoa. 
I  am  not  trying  to  speak  for  him.  But  we  have  a  practical  problem 
confn>ntiii{i  us.  We  have  uot  to  meet  it.  That  is  why  I  am  suggesting 
that  these  men  whose  full  time  eiforts  and  whose  in  many  instances 
fortunes  are  wrapi)ed  iij)  in  tliis  problem,  in  this  kind  of  production, 
that  they  give  some  real  serious  thought  to  it.  But  we  liave  gone  about 
as  far  as  we  can  in  the  fighting  of  limitations  of  payments. 

Mr.  Bhacet.  We  would  be  glad  to  furnish  the  committee  with  a 
statement  dealing  with  limitations  if  you  care  to  haA'e  it. 

The  Chairman.  I  would  like  to  very  much. 

Senator  1Toi.l.\ni>,  We  would  like  it  very  much  and 

The  CiiAifiMAX.  It  would  be  the  basis  of  it — now,  of  course 

Senator  IIoixand.  If  you  wish  to  put  it  on  a  confidential  basis 

Mr.  BiL\cEY.  We  would  prefer  to  do  it  that  way. 

Senator  Hot.i.ANn.  —this  committee  would,  of  course,  protect  you 
on  that.  We  ore  not  trying  to  increase  your  problem.  We  are  trying 
to  helpj'ou  solve  it, 

Mr.  BR,\CEr.  AVe  appreciate  it.  We  understand  tlrnt. 

The  CiiAiRMAX.  All  right,  Tliank  you  very  much. 

Mr.  Heinkel  ? 

Mr.  IIeixkel.  Title  V  deals  with  wheat.  A\lieat  growers  continue 
to  suffer  from  exti-emely  low  prices.  The  carryover  supply  of  wheat 
over  the  past  2  years  has  increased  materially.  Our  existing  proGrnun 
needs  some  improvement  because  it  has  demonstrated  it  is  not  beinf 
fullv  effective  m  maintaining  a  proper  Imlance  between  supply  and 
utilization. 

Further,  experience  has  proven  it  has  not  prevented  declining  prioeB 
to  the  producer.  As  a  matter  of  fact,  the  economy  shows  the  price  of 
wheat  has  fallen  from  $2.22  in  1966,  to  $1.87  in  196",  to  $1.T0  m  1968, 
to  $1,88  in  1969. 

Senator  Beij,mox,  Mr.  Chairman,  let  me  ask  one  question.  That  is 
not  the  market  price  of  wheat? 

Mr.  Heixkei„  That  is  the  blend  price. 

Senator    Bf.li,mox.    You    are    including,    then,    the    Gh)TerniDent 


Senator  Beu,mox.  I  think  your  testimony  sliould  be  a  little  clearer. 
Yon  say  the  price  of  wheat  has  fallen, 

Mr.  tlsiNKBL.  Well,  I  probably  should  say  that  the  per  bushel  in- 
come of  the  blend  price. 

Senator  Bf.u,siox.  OK. 

Senator  Holi-axd.  Blended  price. 

Mr.  Heixkel.  Yes. 

Senator  Beu.mox.  Actually,  the  market  price  of  wheat  in  our  coun- 
try is  more  like  $1,30. 

Mr.  Heixkel.  Well,  it  lias  been  lowerthan  that. 

Senator  Yoixc.  Tlie  blend  price  has  dropped  in  direct  relationship 
to  decreases  in  the  cash  price. 

Mr.  Heixkel.  Right. 
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Senator  Young.  Tlie  price  support  has  been  the  same  during  these 
years.  It  is  the  cash  price  that  iias  reduced  the  blend  prices  you  list 
nere. 

Mr.  Heinkel,  In  other  words,  these  prices  that  we  have  in  here  do 
reflect  the  decline  in  the  market  place. 

Senator  Youno,  Mr.  Chairman,  could  I  put  in  the  record  the  cash 

{>ricc8  for — the  average  cash  wheat  prices  received  by  farmers  for  the 
ast  several  years?  During  the  period  1964  to  19(»8  they  averaged  $1.39 
and  in  1966,  $1.63,  1967,  $1.39, 1968,  $1.24.  For  1969  theprojected  cash 
price  is  $1.23  a  bushel.  These  are  figures  from  the  Department  of 
Ag;riculture. 
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•  Aisiiined  lo  rouglily  spptoiirnate  to 

Tlie  Ch.mrman.  That  does  not  include,  of  course,  direct  payment. 

Senator  Young.  No  ;  it  does  not. 

Senator  Curtis.  Is  tliat  the  price,  local  price  or  terminal  price? 

Senator  Young,  That  is  average  farm  price. 

The  Chairman.  Does  that  include  the  domestic  price  of  full  parity? 

Senatoi"  Young.  \o.  This  is  just  the  cash  price  on  the  maritet. 

The  CirAiRMAN.  Cash  price  on  the  market. 

Senator  Younc,  As  a  farmer  received  it. 
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Senator  Holland.  The  certificate  must  be  added  to  that. 

Senator  Young.  Yes. 

Mr.  Heinkel.  That  is  what  these  prices  I  have  here  reflect. 

He  Chaibkan.  Well,  does  that  include — does  the  price  that  you 
presented  include  the  support  of  prices  at  full  parity  for  wheat  do- 
mestically consumed? 

Senator  Young.  It  is  listed  here  as  season  average  price  recaved 
by  nonparticipants  which  would  be  the  cash  market  price  received  1^ 
everyone, 

Skater  Bellmon.  Mr.  Chairman,  the  way  this  operates,  and  I  am 
sure  you  know,  this  is  the  price  the  farmer  tjets  at  tne  elevator.  Then 
he  gets  a  certificate  from  the  Giovemment  which  brings  the  price  np  to 
the  figure  you  have  given  in  theory. 

Mr.  JbxiTKBL.  Bight. 

Senator  Holland.  Your  price  here  is  an  average  price  considering 
that  which  is  used  in  the  domestic  market  and  that  which  is  not  osed 
in  the  domestic  market. 

Mr.  Heinkel.  Right. 

Senator  Young.  And  the  blend  prices  received  by  the  program  par- 
ticipants are  exactly  the  same  as  Mr.  Heinkel  stated  here. 

Senator  Holland.  I  think  we  understand  this  but  I  think  we  had 
better  ask  the  Department  when  it  appears,  Mr.  Chairman,  to  give  us 
a  complete  picture  of  this  for  each  of  the  years  covered  showing  what 
was  the  price  without  tlie  certificate  and  then  what  was  the  amount 
that  did  not  have  certificates  to  add,  and,  tlierefore,  we  get  a  blended 

Srice  for  the  whole  thing  by  adding  the  whole  thing  together  and 
ividing.  And  I  trust  that  Mr.  Chairman,  you  will  ask  the  Departmoit 
to  give  us  that  complete  parity. 

The  Chairman.  I  liave  already  suggested  to  the  Department  that 
they  have  their  own  men  here  and  look  over  tlie  questions  asked  and 
give  tlieir  own  answers  to  it  if  the  answers  "iveu  by  the  witness  do  not 
correspond  with  what  the  real  facts  are.  So  that  we  will  have  tlie 
whole  picture. 

Senator  Cubtis.  May  I  ask  a  question  of  the  witness? 

You  referred  to  the  drop  in  tjie  blend  price  from  1966  to  1967  and 
then  a^n  to  1968.  Now,  the  law  did  not  change  during  that  time. 
Wliat,  m  your  opinion,  caused  that  price  to  go  down  ? 

Mr.  Heinkel.  Well,  two  or  three  things.  One  of  the  mun  things  ma 
that  about  that  time  in  history  there  was  quite  a  wave  of  speeches  ani 
articles  written  about  the  world  was  going  to  starve  and  tney  had  hsd 
shortages  of  wheat  over  in  Russia  and  India  and  elsewhere,  and  sows 
got  soared  and  we  increased  our  allotment  acreage  15  percent,  and  tian 
some  more  articles  appeared  and  we  got  scared  a  little  more  ami 
increased  another  15  percent. 

Then  on  top  of  that  we  had  a  bountiful  wheat  harvest,  and  added 
to  that,  India  had  a  good  crop  and  Russia  had  a  good  crop  sod 
Australia  and  Canada  and  we  lust  found  ourseh'es  in  a  tremendoos 
oversupply  of  wheat,  not  only  at  nome  but  worldwide. 

Senator  Cmms.  So  in  the  years  that  the  price  dropped  they  also  had 
to  take  an  acreage  cut. 

Mr.  Heinkel.  No,  Tliey  took 

The  Chairman.  No,  increased  it. 
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Senator  Cubhs.  The;  took  im  acreage  cut  in  1967  and  1968 ;  is  that 
not  ri^t! 

Mr.  Heen-kel.  \o.  They  got  two  increasee. 

Senator  CuRTia.  That  was  in  1965  or  1966. 

Mr.  Heiitkii.  1966,  yes. 

Senator  Cubhs.  Then  as  the  price  started  to  drop  they  had  to  cut 
Uteir  acreage. 

Mr.  Heimkbl.  Bight. 

The  Cbaibman.  But  in  the  meantime  you  had  that  huge  surplus  not 
only  in  this  country  but  all  over  the  world. 

Senator  Youno.  I  think  there  is  one  other  factor  that  should  be 
added.  We  became  less  lenient  with  the  Public  Law  480  program  tiian 
we  had  before.  We  tightened  up  on  food  aid  exports. 

Senator  I>oi^b.  Plus,  Mr.  Chairman,  in  the  1966-67  period  there  were 
scHne  sales  of  Commodity  Credit  wheat  which  did  not  help  the  market 
much,  either. 

Mr.  Heinkel.  Yes,  I  think  there  was.  And  also  this  pinching  back 
on  Public  Law  480. 

Senator  Dole.  Right.  For  a  while  after  the  new  act  was  passed,  the 
market  price  of  wheat  in  some  areas  of  Kansas  was  above  $1.70  and 
farmers  Kept  thinking  it  would  go  to  $2.  Some  held  back  some  wheat 
waiting  for  that  $2,  but  the  price  did  go  down.  It  finally  got  down  to 
the  market  price  around  $1.25  or  $1.50. 

The  Chaibmax.  All  right,  proceed,  sir. 

Senator  Holland.  Let  me  ask  you  this.  As  the  production  went  up, 
when  the  allotments  went  up  to  permit — when  planting  went  up  to 
permit  greater  production,  did  the  65  percent  that  was  supposed  to 
take  care  of  our  domestic  needs  go  down  65  percent  of  participation  in 
the  total  crop ! 

Mr.  Heinkel.  As  I  recall  it,  it  did,  did  it  not  t 

The  Chaibhan.  Ai^Uiing  further,  Mr.  Heinkel ! 

Senator  Holland.  Hehasnotansweredthatquestion. 

Mr.  Hesnkel.  I  do  not  have  the  answer  to  it. 

Senator  Holiand.  Well,  Mr.  Chairman,  if  you  can  ask  them  to  give 
as  that  answer  also  from  the  Department. 

Mr,  Heinkel.  Of  course,  further  under  wheat  this  bill  on  which  we 
are  testifying,  recommends  that  export  subsidy.  It  is  supported  by  the 
coalition  group  of  which  we  are  one  and  we  are  supporting  the  idea 
of  an  export  subsidy.  That  concludes  my  statement  on  wheat. 

The  Chairman.  Mr.  Heinkel,  are  you  familiar  with  the  consensus 
bill  that  is  proposed  by  the  Department? 

If r.  Heinkel.  Not  too  familiar  with  it,  Senator. 

The  Chairman.  So  you  could  not  comment 

Mr.  Heinkel.  I  do  not  think  so. 

The  Chairman.  All  right. 

Mr,  Heinkel.  Except  to  tliis  extent.  I  noticed  it  contains  a  set-aside 
pr<^am  and  the  tiling  that  concerns  me  is  not  the  name.  I  do  not  care 
Vhat  we  call  these  programs,  the  matter  of  getting  acres  out  of  a 
production  or  adjustmg  production,  but  what  concerns  me  about  it  is 
that  it  does  away  with  any  minimum  support  levels  and  give  the  Sec- 
retary authority  to  set  them  at  any  level.  I  frankly  think,  and  our 
Organizations  think  that  is  too  much  authority  for  any  Secretary 
te^rdless  of  his  name  or  political  affiliation. 
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Senator  Youno.  That  would  mean  that  any  Secretary  could  etimi- 
iiate  price  supports  entirely. 

Mr.  IIkixkki..  Right.  That  is  what  it  amounts  to.  And  then  the  set- 
aside  is  not  ffeare<l  to  any  speciiic  crop,  and  so  the  money  would  go  and 
be  spent,  whatever  money  is  sjient  on  the  set-aside  would  go  to  take 
acres  out  where  they  can  buy  them  out  the  cheapest  and  you  have  no 
way  of  knowing  when  you  start  out  to  make  contracts  with  farmers 
whether  he  is  getting  beans  out  of  production  or  wheat  or  com  or 
what  you  are  goin^  to  wind  up  with.  So,  I  think  it  is  very  hazardous 
and  our  organization  is  very  much  opposed  to  it,  if  that  answers  your 
question. 

Senator  Bellmom,  Mr.  Chairman,  could  I  ask  one  question  ! 

This  export  subsidy  you  propose,  do  you  feel  it  could  be  worked 
out  without  upsetting  the  so-called  GrATT  arrangement? 

Mr,  Heinkfj,.  Well,  as  I  understand  it,  if  subsidies,  export  sub- 
sidies, are  used  to  trj'  to  acquire  a  disproportionate  part,  of  the  market, 
say  more  market,  more  of  the  wheat  market  than  we  are  now  eetting, 
ttwn  it  would  apply  and  we  would  be  in  violation  of  it.  But  to  Kold  toe 
part  that  we  now  have 

Senator  Beij.mo!4.  When  you  mentioned  you  are  going  to  increase 
our  export  shipments    ■  ■ 

Mr.HETNKEL.  By  this? 

Senator  Bellmon.  That  is  what  you  said. 

Mr  Heinkeu  Well,  increase  them  up  to  where  they  have  been.  In 
other  words,  try  to  get  back  that  portion  of  the  mariiet  tiiat  we  have 
had.  We  have  iJeen  losing — ^that  is  one  problem  with  this  thing  of  get- 
ting into  a  world  price  war.  We  do  not  seem  to  bo  able  to  hold  our  own 
too  well.  We  lose  in  a  world  cotton  price  war  and  we  aire  losing  in  a 
world  wheat  price  war,  and  so  we  think  we  ought  to  use  an  export  sub- 
sidy to  trj-  to  get  back  that  portion  of  the  wheat  export  business  that 
we  nave  had.  That  is  what  we  are  talking  about  when  we  sav  increase. 

Title  VI  is  soybeans  and  flaxseed.  Although  these  commodities  hare 
not  been  incorporated  into  supply  management  programs  in  the  pist 
as  such,  they  have  been  interrelated  sufficiently  to  permit  supply 
adjustment  programs  to  have  a  decided  effect  ui>on  their  acreoge 
planted  as  well  as  price  received. 

We  join  the  Soybean  Growers  of  America,  also  a  member  of  this 
Farm  Coalition,  in  urging  that  authority  be  provided  for  an  acj«afe 
div«i"sion  program  for  soybeans  and  flaxseed  for  any  year  when  at 
total  stocks  of  soybeans  exceed  150  million  bushels  or  15  percent  of  the 
previous  vear's  utilization,  whichever  is  less.  This  provisionj  of  coui*, 
can  be  left  to  the  discretion  of  the  Secretary-  and  is  to  be  initiated  whsi 
these  guidelines  are  in  evidence.  Tlie  soybean  carryover  is  on  the  io- 
crea^H) — it  wsis  :124  million  bushels  lust  fall  and  is  expet^ed  to  be 365 
million  bushels  by  Septemlwr  1, 1070. 

Mr.  Chairman,  for  the  sake  of  time  I  would  just  skip  over  the  nM^ 
two  sections  and  say  that  marketing  order  and  consumer  protection 
reserve  havo  our  support. 

Title  IX,  cropland  adjustment.  Although  we  as  an  organization  sod 
as  a  member  of  the  Farm  Coalition  vigorously  oppose  a  masRii"B  land 
retirement  program,  we  do  endorse  the  cropland  adjustment  prognun 
as  contained  in  K.  .3068.  We  not  only  urge  that  this  title  be  adopted 
but  would  likewise  urge  Congress  to  fund  this  title  in  order  that  it 


)y  Google 


451 

an  be  efltectively  used  in  orderly  cropland  retirement.  Effective  utili- 
zation of  such  land  for  public  purposes,  to  permit  senior  citizens  who 
reside  on  farms  to  place  their  land  under  this  program,  and  to  provide 
land  for  wholesome  recreation  for  which  the  demand  is  greatly  increas- 


inator  Holland.  Mr.  Chairman,  I  want  the  record  to  show  at  this 
time  tiat  this  body,  the  committees  of  this  body,  have  strongly  sup- 
ported and  have  tried  to  keep  the  cropland  adjustment  program  going. 
The  opposition  has  come  from  the  other  end  or  the  Capitol,  and  I  never 
have  Been  able  to  understand  why.  They  have  not  been  willing  to  ap- 
prove continuation  of  the  cropland  adjustmont  program,  speaking  now 
of  the  present  law,  for  the  last  3  years. 

Mr.  Heixkeu  Well,  we  fail  to  understand  that  also,  Senator.  We 
think  it  is  a  apod  provision  under  anybody's  administration  and  it  is 
one  that  should  have  been  funded  and  it  can  accomplish  quite  a  lot  by 
getting  some  of  tliese  acres  that  are  not  efficient,  cotton  acres,  wheat 
acres,  and  so  forth,  that  are  in  the  hands  of  elderly  people  transferred 
over  to  some  other  use  in  an  orderly  manner. 

Senator  Holland.  Off  the  record,  Mr.  Chairman. 

(Discussion  off  the  record.) 

The  CijAntMAK".  -\_s  I  have  stated  time  and  again,  on  the  other  side, 
House  of  Representatives,  we  have  too  niaiiy  Eepresentatives  who  do 
not  seem  to  understand  the  fai-m  problem.  They  come  from  big  cities 
and  they  do  not — they  are  not  acquainted  with  it.  It  is  my  belief  that 
is  the  reason  why  we  do  not  get  proper  cooperation. 

Senator  Holi-vkd.  I  did  want  tne  lecord  to  show,  Mr.  Chairman, 
that  this  body  through  its  Appropriations  Committee  and  through 
action  <Hi  its  floor  has  sought  to  continue  the  current  cropland  adjust- 
ment law  program  every  year  but  has  failed  to  do  so  because  of  the 
attitude  of  theother  body. 

Senator  Bellmon.  Mr.  Chairman,  could  I  ask  a  question  at  this 
point? 

From  what  has  been  said,  it  is  obvious  that  any  cropland  retire- 
ment program  or  adjustment  program  is  going  to  nave  to  have  some 
appeal  to  the  urban  dweller  and  his  representiUive  in  Congress  and 
the  Secretary  in  his  proposal  beginning  in  paragraph  B  of  page  52 
has  outlined  in  very  broad  tenns  a  proposition  whereby  a  land  owner 
who  would  agree  to  develop  recreational  opportunities  on  liis  land, 
both  the  land  involved  in  the  set-aside  program  or  any  diversion 
area  he  has  under  the  farm  program,  and  the  land  that  he  uses  for 
cropping  or  livestock  production,  would  be  giveji  an  economic  incen- 
tive and  that  this  land  then  would  be  opened  up  for  public  use. 

Now,  from  what  you  said,  your  description  is  a  great  deal  shorter 
bat  it  seems  to  me  that  you  are  both  talking  about  pretty  much  the 
same  thing. 

Mr.  Heinkei..  Yes,  and  as  I  recall,  most  of  those,  provisions  are 
in  the  present  law. 

Senator  Bellmon.  Well,  not  to  the  extent  that  the  Secretary  is 
talking  about.  If  you  take,  for  instance,  the  rase  of  my  farm,  as 
the  Secretary  conceives  of  this  program,  if  I  were  to  open  up  my 
whole  acreage,  say  I  had  a  1,000  acres  and  I  am  talking  about  land 
that  I  atn  able  to  use  tor  crop  pn>duction  or  for  grazing,  let  the  public 
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have  access  to  it  for  recreational  purposes,  t^at  I  iroald  be  given 
some  payment  for  this  service. 

Mr.  Heiskel.  Well,  I  think  that  is  a  real  good  suggestion.  It  is 
]ust  an  enlargement  on  what  we  have  in  the  law  and  we  have  never 
properly  funded  because  of  what  happened  over  on  the  other  end 
of  tne  Capitol,  and  it  ia  voluntary  and  I  would  think  it  would  be  a 
satisfactoi^  program.  And  I  might  say  that  if  you  owned  a  farm  near 
to  a  big  city,  and  I  do  not  think  this  is  a  seliish  observation,  but 
if  you  own  a  farm  near  a  bie  city,  ns  near  as  I  do,  and  I  am  50  miles 
away,  and  furnish  as  much  fr^  hunting  and  fishing  and  have  as 
many  fences  wrecked  as  I  have,  you  have  a  personal  interest  in  tins 
even  thoughyou  do  not  intend  to  put  your  farm  to  that  use. 

Senator  Bellmon.  If  we  could  get  this  kind  of  a  program  into 
operation,  in  other  words,  make  multiple  use  of  agncukure  land, 
we  will  release  the  pressure  on  people  such  as  yourself, 

Mr.  Heinkel.  Right. 

Senator  Bellmon.  Because  tliere  will  be  more  places  that  people 
caneo. 

Ifr.  Heinkel.  Title  X,  rice.  We  join  with  the  National  Rice 
Growers  Association,  also  a  member  of  this  farm  coalition,  in  the 
continuation  of  the  acreage  diversion  program  for  rice  in  tue  same 
manner  and  at  the  same  level  as  the  1965  act. 

Conclusion.  In  conclusion,  we  urge  immediate  and  positive  action 
of  this  committee  to  establish  a  strong  and  constructive  farm  pro- 
gram, the  benefits  of  which  will  accrue  not  only  to  the  farmers  of 
Oie  United  States  but  to  every  consumer  and  every  individual  in  this 
Nation. 

We  need  to  do  everything  possible  to  continue  to  improve  Federal 
farm  programs  to  the  end  that  farmers  can  work  within  a  frame- 
work of  national  objectives  to  increase  their  income  in  order  that 
rural  communities  can  grow  stronger  and  more  prosperous. 

In  our  opening  statement,  Mr.  Chairman,  we  concurred  with  yoa 
that  failure  to  act  would  court  farm  depression  and  rural  disaster. 
In  view  of  that  grim  outlook  for  the  future,  if  action  is  not  taken, 
we  urge  this  committee  to  act  favorably  on  S.  3068,  and  to  act  soon. 
Otherwise,  wheat  farmers  will  be  forced  to  make  a  decision  on  thar 
future  not  later  than  April  15,  1970,  We  favor  enactment  of  S.  3068 
without  a  termination  date. 

Let  me  reiterate  that  the  Midcontinent  Farmers  Association  feels 
honored  to  be  a  part  of  the  National  Farm  Coalition.  We  feel  again 
that  farmers,  although  we  may  be  fewer  in  numbers,  are  learning  to 
work  togeUier  and  speak  with'  a  united  voice  for  a  constructive  and 
improvea  agriculture. 

Mr,  Chairman,  thank  you  very  much  for  the  privilege  of  our 
appearing  here  today  with  our  two  distinguished  Senators. 

(Mr.  Heinkel's  prepared  statement  is  as  follows :) 

Hr.  ChairmBn  and  members  of  the  committee,  My  name  ts  Fred  V.  Heluliel— 
residence  Oolombla,  Mlaaonrl.  Uldcontlneot  Farmers  AasM^atlon  has  otw 
182.000  members  located  In  MtsBonrl,  Arkansaa,  Oklahoma,  Kansas.  Nebraska. 
Iowa,  Illinois  and  seTeral  othEr  states. 

We  are  honored  that  both  Senator  Symington  and  Senator  Eatcleton  of  mr 
state  bare  Joined  ns  here  today  before  your  coitinilttee.  I  have  with  me  todiy 
L.  C.  "CleU"  Carpenter,  Vice  President  of  Midcontinent  Fanners  Association, 
and  Hilton  Bracey.  Dlre<!tor  of  the    MFA  Cotton  Division.  Our  pnipose  la 
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UVearlng  bete  toda;  U  to  anpport  8.  3068,  commaiilf  known  as  "The  Coalition 
Hum  BUI". 

For  the  reoord,  the  Form  Coalition  la  comprised  of  general  farm  organiza- 
tions and  farm  conunodi^  groiqis  that  totsl  2T  In  nnmber.  Uldcontfnent  Farm- 
en  Asaodation  members  are  proud  to  be  p&n  of  this  dedicated  and  dlstingulsbed 
coalition  whldt  d^icts  anltr  in  speaking  for  the  beueflt  of  American  agrlcnlture. 

Mr.  Gbaiiman,  I  agree  with  yon  wholeheartedly  In  your  Jamiary  27th  etate- 
ment  when  yon  said,  "Oongieas  wonld  court  farm  depression  and  raial  disaster 
If  It  does  not  renew  farm  sabsldles."  Farther,  yon  aald,  "Abandonment  ot  sup- 
ports would  redace  net  farm  income  3.7  bUllon  dollars  from  its  level  of  about 
16  billion  doUars." 

I  am  delighted  wltb  tbe  statement  of  the  dlBtingulshed  Senator  from  Nortbi 
Dakota,  Senator  Yonug,  when  be  said  he  "expected  no  major  changes  in  price 
snpport  programs",  and  be  said  further  he  was  "much  more  optimistic  that  tbe 
Coogrees  wonld  extend  them,  not  only  with  Improvements  but  for  a  longer  period 
of  time." 

After  carefnllj  analysiag  the  many  legislative  posalblilties  and  proposals,  we 
continue  to  support  wholeheartedly  8.  3068  as  being  the  best  over  all  proposal 
being  considered  today. 

Tbe  commodity  programs,  developed  and  refined  over  the  years,  which  are 
a  part  of  this  proposed  bill,  are  widely  supported  by  farmers  who  are  memlKrs 
of  HFA.  In  a  series  of  meetings  held  by  MFA  and  attended  by  1,S00  delegates 
elected  by  the  membership.  94  percent  voted  in  favor  of  a  continoation  of  federal 
nq^dy-management  commodity  programs. 

Piwdncers  throughout  the  nation  continue  to  evidence  their  support  of  these 
programs  by  their  participation  in  them.  Laat  year  477,887  farms,  with  92  per- 
cent of  the  total  national  cotton  allotment,  voltmtarily  signed  to  comply  with 
provisions  of  the  cotton  program ;  98I.IG3  farms,  with  8S.T  percent  of  the  total 
national  wheat  allotment  voluntarily  signed  to  participate  in  the  wheat  program ; 
1,661,770  farms  signed  to  participate  in  the  1909  feed  grain  pr(«rom,  and  those 
farma  aecotmted  for  more  than  TO  percent  of  tbe  base  feed  grain  acreage  of  all 

We  are  convinced  that  reasonable  management  of  supplies  of  farm  com- 
modities Is  crucial  to  tbe  success  of  any  farm  program.  Effective,  orderly  pro- 
duction and  marketing  of  a  product  is  a  sought-after  goal  of  every  Industry, 
and  is  desirable.  To  produce  more  than  can  be  efficiently  utilised  Is  wasteful  of 
resources,  results  In  low  returns  to  the  increments  of  production — labor,  manage- 
ment, capital — and.  If  permitted  to  continue,  createe  economic  chaoe  and  social 
revolution  within  the  industry. 

Federal  farm  programs  have,  to  a  substantial  degree,  met  national  fazm 
policy  objectives  as  originally  established  and  reviewed  over  the  years  by  the 
Congress.  Soil  and  water  resources  liave  been  conserved  and  our  land  is  today 
hijlily  fertile  and  productive.  Food  and  fiber  are  abundant,  selection  la  broad 
and  Quality  high.  Consumer  prices  are  reasonable.  Consumers  now  spend  a  record 
low  portion  of  their  disposable  income  for  food— about  17  percent 

TrruE  I — Daibt 

This  proposal  serves  to  extend  and  improve  the  anthorltles  for  the  Class  I 
Base  Plan  and  provides  authority  for  self-financing  of  advertising,  reaeaich, 
and  promotion  programs^.  It  further  permits  an  adjustment  between  the  price 
support  of  butterfat  and  non-fat  dry  milk  solids  so  that  the  support  price  of 
butter  could  be  at  a  discretionary  level  while  maintaining  totally  tbe  support 
price  for  manufacturing  milk, 

Tbe  National  Milk  Producers  Federation  Is  a  member  of  this  Farm  Coalition 
to  which  we  have  prevloiisly  referred.  We  consider  them  to  be  knowledgeable 
in  the  field  of  dairy  legislation  and  fully  support  their  position.  They  no  doubt 
have  or  will  appear  before  your  committee  on  this  subject. 

Title  II — Wool 

We  urge  the  retention  of  the  present  wool  program.  It  has  worked  well  for 
wool  producers  over  tbe  past  many  years,  and  as  you  will  note  tbe  National 
Wool  Growers  Association  also  supports  this  proposal  as  a  member  of  the  Farm 
rVMllHon. 
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TlTI-B  III— Feeit  (Jkains 

We  UTgv-  rlie  c-untlnuatlori  of  tbe  exlntini;  provUiviiK  uf  tbe  Feed  Gnln  Act 
with  some  dHcc  improvinE  amendni<>ntR.  Ab  nfor«>stated,  1.861,770  indlrldnal 
fanna  participated  In  this  profrrara  In  IMO.  This  flpure  would  Indicate  tbat 
upward  of  70  percent  of  the  tiiisc  teed  grain  acreage  wne  Incorporated  Into 
tbU  program. 

These  facts  aloDe  atetit  to  the  merits  and  ttie  iwpnlaritj  of  the  program.  Feed 
grains  are  basic  to  the  prodnctlon  iif  btRh  protein  foods  .such  n«  milk,  meat,  ttgg^ 
and  iKHiltrj-  that  con.stitute  an  pssential  part  of  the  dally  diet  of  Americans. 
We  art>  aomewhat  concernutl  aliout  tbe  estent  of  participation  In  the  1970 
proeram  since  bj-  Administrative  di ■termination  the  prugiam  baa  been  materially 
weakened.  First,  It  wan  weakeni'd  by  the  d<'<'lstou  to  do  away  with  sdvance 
puyments  which  arc  proliably  needed  nwre  tblst  year  than  they  have  erer  been 
needed  in  the  hiNfory  of  the  priJitrani.  Second,  the  St-cretarT  decided  to  reduce 
the  iwiynient  rate  toi'  iicreaw  illver-lon  from  4."  i>eri-ont  of  the  coimty  price 
support  timey  tl«'  farm's  projii-ted  yii'id  IHT  at-re,  to  40  percent  in  1970. 

We  are  recommending,  however.  In  this  coalition  bill  that  the  price  support 
loan  be  Incn-ased  from  SI. 05  to  $1.15  ))er  bushel  on  <-i>m  and  an  increiiae  la 
direct  payment  from  .SU^  |)er  bushel  to  40c  |H-r  bushel.  (Other  feed  {rain  support 
prices  In  n-Uition  to  corn. ) 

With  the  InM-easi-d  cost  of  production  ihat  farmers  are  encountering  today 
this  small  Ini-reiiae  is  entirely  Justified  and  highly  de^rable. 

Mr.  Chairman  and  meml>ers  of  the  coumiKtee,  we  live  in  the  Midwest.  We 
have  daily  i-ontact  with  fnmiers  in  the  feed  grains  area.  Feed  grain  prices  at 
present  levels  leave  roi)™  for  some  desired  improvement.  From  flrstliand  Infor- 
mation. I  ufRe  you  to  take  action  soon  on  this  leslslatlon  not  only  for  the  benefit 
of  the  feed  grain  prodiH-crs,  but  it  will  also  serve  to  maintain  rea-sonahle  prices 
for  producers  of  meat  anliniils  and  other  food  products  and  in  the  lon^  run  will 
be  of  distinct  benefit  to  every  consumer  In  the  United  States. 

Title  IV— Cotton 

We  reeonimcnil  iind  urge  continuation  of  tbe  cotton  provi.alnns  of  the  Agricnl- 
tural  Act  of  HtKH  with  improvements  to  (1)  protect  and  lucreeae  cotton  farm 
Income  on  an  Individual  basis,  (2j  maximize  sale  and  nse  of  cotton  both  at  home 
and  .-ihroiid,  and  (3)  ki-ep  proKram  courts  within  reasonable  Ilnilta.  We  are  con- 
vinced that  with  one  major  change,  a  few  "np-dating"  modlflcntiona,  and  two 
badly  needed  additions,  current  trends  toward  destruction  of  the  United  States 
cotton  Industry  could  be  baited  and  reversed.  We  are  equally  convinced  that  the 
overriding  consideration  Involved  In  any  future  program  should  be  and  roost  he 
the  need  for  maintaining  and  improving  cotton  farm  income.  Otherwise  no  tno- 
gram  could  succeed  and  cotton  will  In  a  short  period  of  time  cease  to  be  a  major 
farm  crop  In  the  United  States. 

As  the  major  change  In  the  current  program,  we  recommend  a  loan  level  for 
cotton  eipial  to  produi-tlon  costs  and  reactivation  and  aggressive  Implementation 
of  Section  203  of  the  .\gri cultural  Act  of  1050  whicli  declares  "quantities  of 
cotton  shall  be  w>ld  as  will  re-estahllMh  and  maintain  the  fair  historical  share 
of  tbe  world  market  for  United  States  cotton".  Prevailing  circumstances  and 
conditions  require  such  an  iirninKement  to  (I)  protect  Individual  farmers  from 
tile  very  ri'al  threat  of  limitations  on  price  support  payments,  (2)  regain  for- 
eipi  markets  so  essentiul  to  the  total  off-take  of  United  States  cotton,  and  (3) 
keep  government  costs  within  Justifiable  limits. 

Rs-pet-ially  important  and  essential  farm  Income  protection  provisions  in  tbe 
current  program  which  we  recommend  and  urg<-  be  continued  without  change 

1.  Continue  requirement  that  price  suptnrt  payments  when  added  to  tbe  loan 
must  reflect  at  least  (Ki  percent  of  parity  on  the  projected  yield  of  tJie  permitted 
acreage  (EUender  amendment).  Without  n  continuation  of  this  protection,  t^ttoD 
farm  Income  would  be  at  the  mercy  of  pressures  to  reduce  program  costs.  This 
requirement  ia,  in  fact,  the  only  protection  in  the  current  program  that  the  cotton 
farmer  has  against  further  drastic  cuts  In  Income  levels. 

2.  Continue  requirement  that  price  support  and  diversion  paymenta  be  baaed 
on  projected  yields. 

3.  Continue  authority  for  substitution  of  non-snrplaa  crops  on  allotted  cotton 
acreage  In  event  of  flood,  drought,  or  other  natural  disaster. 
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4.  Continne  tbe  16  millloD  acre  mtDimum  national  nllotment. 

5.  Contiiitie  domestic  allotment  provision  as  In  ourreat  prograio. 

A  Cofitlnne  full  price  support  eligibility  (witbmit  llmltatlons)  on  all  cotton 
produced  In  compliance  with  program  requirements. 
We  recommentl  "up^iating"  modlficatlona  in  the  current  program  «a  follows: 

1.  Elitninate  tbe  requirement  for  mandatory  diversion  before  pemlWng  volun- 
tary diversion. 

2.  Permit  sales,  lease  or  transfer  of  allotments  between  producers  without 
resardCoconntles— and  wltbout  prevloua  ref ere nd urns. 

3.  Pennit  tuiaerx  to  over-plant  up  to  "X"  percent  of  their  farm  allotments 
wlttaoat  price  support  benefits  (esoepting  loan  eligibility)  or  penalties. 

4.  Permit  acreage  allotment  easements  on  a  long  range  ba^s. 

5.  Permit  divcreion  of  domestic  allotment  (if  more  than  the  35  percent  now 
permitted  is  needed  to  bring  supply  into  line  with  demand)  on  short  term  basis 
(annua  U7)- 

9.  Require  that  adjusniients  be  made  for  abnormal  conditions  affecting  plant- 
iDgB  and  production  and  that  they  reflect  full  credit  for  losses  in  acreage  and 
production  due  to  natural  disasters. 

7.  Establish  positive  guidelines  for  various  factors  involved  in  determinations 
of  premimna  and  discounts  In  the  cotton  loan  program. 

8.  Encourage  voluntary  restraints  on  import*  of  cotton  textile  products. 
As  additiona  to  tbe  current  program,  we  recommend : 

1.  A  naHonal  cotton  reserve  along  with  a  food  and  feed  reserve  to  meet  natural 
disasters,  maintain  supply  and  price  Btahllity  to  both  consumers  and  fanners 
and  prevent  the  undesirable  consequences  of  "'fenet  and  famine"  production  cycles. 

2.  Permit  and  require  that  raw  cotton  and  cotton  textile  products  be  included 
In  all  appropriate  welfare  programs,  both  domestic  and  foreign. 

TiTLB  V — Wheat 

Wheat  growers  continue  to  suffer  from  extremely  low  prices.  Tbe  carryover 
•nppl;  of  wlieat  over  tbe  past  two  years  has  increased  materiaUy.  Our  existing 
program  needs  some  Improvement  t)ecause  it  has  demonstrated  it  is  not  bring 
fniiy  effective  in  maintaining  a  proper  balance  betwe^i  supply  and  utUfzation. 

Farther,  experience  has  proven  It  has  not  prevmted  decUning  prices  to  tbe 
producer.  As  a  matter  of  fact,  the  economy  shows  the  price  of  wheat  has  fallen 
from  $2.22  in  1966.  to  $1.87  in  1967.  to  $1.79  in  1968.  to  S1.88  in  1969.  We,  there- 
fore, join  the  National  Association  of  Wheat  Growers,  a  member  of  this  Farm 
Coalition,  in  support  of  providing  autborlty  for  an  export  certificate  between 
65  and  90  percent  of  parity. 

We,  of  course,  would  not  Ije  presenting  tbe  true  picture  If  we  did  not  point 
oat  that  there  would  be  some  additional  cost  to  the  government  estimated  at 
$273  mUliou.  But  It  would  have  two  very  constructive  effects:  (1)  most  likely 
would  increase  our  wheat  export  Etilpments,  and  (2)  undoubtedly  would  imxrrove 
net  income  to  the  wheat  producers. 

TiTtE  VI— Soybeans  and  Flaxseed 

Although  these  conimoditles  have  not  been  incorporated  into  supply  manage- 
ment programs  in  the  past  as  such,  they  have  been  fnter-related  snfCMenUy  to 
permit  suppdy  adjustment  programs  to  have  a  decided  effect  upon  their  acreage 
planted  as  well  as  price  received. 

We  Join  tbe  Soybean  Growera  of  America,  also  n  member  of  this  Farm  CoaU- 
tlon,  in  urging  Ihat  authority  be  provided  for  an  acreage  diversion  program  for 
soybeans  and  flaxseed  for  any  yesr  when  the  total  stocks  of  soybeans  exceed 
150  million  bushels  or  15  percent  of  the  previous  year's  utilization,  whichever 
is  1«!S.  Tills  provision,  of  course,  can  be  left  to  the  discretion  of  the  Secretary 
and  is  to  be  initiated  whpn  these  guidelines  are  in  evidence.  The  soybean  carry- 
over Is  on  the  increase — it  was  324  million  bushels  last  fall  and  is  expected  to  be 
3ffi5  million  bushcb  by  September  1, 1970. 

TiTi*  Vll — Co.NSUMEB  PaoTEcnoN  Reserve 

A  Consumer- Protect  ion  Food  and  Fiber  Reserve  would  establish  and  maintain 
a  reserve  of  individual  commodities  in  an  amount  sufficient  to  protect  the  interest 
of  the  notion.  Of  course,  we  now  have  carryover  supplies  of  these  products.  But 
no  program  has  been  established  to  maintain  a  proper  reserve  to  protect  us  in 
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the  event  of  emergency  which  could  either  boost  dmumd  or  iharplr  radnce  pta- 
doctioD.  With  such  a  reserve,  greater  accuracy  In  sapply  adjustment  by  cun- 
modity  pragramB  would  be  poasible.  This,  then,  would  permit  oa  to  more  dkiadf 
find  consistently  approach  price  Bud  loiTome  goals. 
This  reseire  would  provide  that : 

1.  To  the  maximum  extent  practical,  reserve  stocks  of  agrlcultaial  oommodi- 
tles  be  maintained  under  producer  control. 

2.  The  reeervc  level  of  a  commodity  for  any  nunicetliig  year  be  eataUlahed  at 
a  percentage  ot  the  estimated  export  and  domnttc  ctmsomptliMi  oC  the  oommodl^. 

8.  Whenever,  during  any  marketing  year,  the  uncommitted  itocks  of  wbeat, 
teed  grains,  cotton  or  soybeans  ovraed  by  Commodity  Credit  CorgvraUtm  fnll 
below  the  reserve  level  establlahed  for  such  a  commodity,  OOO  Aoold  acqnin 
those  quantities  of  the  comioodity  necessary  to  rebnlld  tlie  reaem  at  a  p  * 
price  at  the  prevailing  market  level. 

4.  When  these  commodities  have  been  purchased  and  placed  In  0»  r 
they  must  be  held  In  such  a  manner  so  as  not  to  adversely  affect  maiket  pnccK 

Title  VIII — Mabkbtikg  Obubbs 

/We  urge  the  extension  of  market  order  authority  to  any  commodity,  sobject. 
V>f  course,  to  the  affirmative  vote  of  the  majority  of  the  producers.  I^vvlsloa 
should  be  made  for  market  supply  control  ranging  from  grading  standards  to 
marketing  allotments  subject  to  approval  by  two-thirds  of  the  affected  prodocen, 
as  well  as  the  pooling  of  sale  proceeds  under  certain  condiUtms. 

TriXB  IX — Cbofi^nd  Adjustmeitt 

Aithongb  we  as  an  organization  and  as  a  member  Ot  the  Farm  Coalition 
vigorously  oppose  a  massive  land  retirement  pn^ram,  we  do  endorse  the  crop- 
land adjustment  program  as  contained  In  S.  306S.  We  not  only  urge  tliat  this 
title  be  adopted  but  would  likewise  nrge  Congress  to  fond  this  title  In  orOtt 
that  it  can  be  effectively  used  In  orderly  cropland  retirement  BfFectlTe  tttUiH- 
Uon  of  such  land  for  public  purposes,  to  permit  senior  citizens  who  reside  on 
farms  to  place  their  land  under  this  program,  and  to  provide  land  for  wholesome 
recreation  for  which  the  demand  is  greatly  increasing  dally. 

Trrus  X — ^Ricb 

We  J<rfn  with  the  Xatlonal  Rice  Growers  Association,  also  a  member  of  tldi 
Farm  Coalition,  in  tbe  continuation  of  the  acreage  diversion  program  for  rice 
in  the  same  manner  and  at  the  same  level  as  the  1966  Act 

CONCLUBIOK 

In  condnslon,  we  urge  immediate  and  positive  action  of  this  committee  to 
establish  a  strong  and  constructive  farm  program,  the.  benedta  of  which  will 
accrue  not  only  to  the  farmers  of  the  United  States  but  to  every  consume  and 
every  individual  in  this  nation. 

We  need  to  do  everything  possible  to  continue  to  improve  federal  farm  pro- 
grams to  the  end  that  farmers  can  work  withhi  a  framework  oC  national 
objectives  to  increase  their  income  In  order  tliat  rural  CMnmonitles  can  grow 
stronger  and  more  prosperous. 

In  onr  opening  statement,  Mr.  Chairman,  we  concurred  with  yon  that  bdlnie 
to  net  would  court  fnrni  depression  and  rural  disaster.  In  view  of  that  grim 
ontlook  for  tbe  future,  if  action  is  not  taken,  we  urge  this  Committee  to  act 
favorably  on  S.  306S.  and  to  act  soon.  Otherwise,  wheat  farmers  will  be  forced 
to  make  a  decision  on  their  future  not  later  than  April  IS,  1B70.  We  favor 
enactment  ot  S.  3068  without  a  termination  date. 

Let  me  reiterate  that  tbe  MIdcontlnent  Farmers  Association  feels  honored 
to  be  a  part  of  the  National  Farm  Coalition.  We  feel  again  that  farmers,  aithongb 
we  may  be  fewer  In  numbers,  are  learning  to  work  together  and  speak  with  a 
united  voice  for  a  constructive  and  improved  agriculture. 

Mr.  Chairman,  thank  you  very  much  tor  the  privilege  of  onr  appearing  here 
today  with  our  two  distinguished  senators. 

The  Chaiuman.  Thank  yoii  very  much,  Mr.  Hunkel.  Does  Mr. 
Caipent«r 

Mr.  Carpenter.  No. 
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'        The  Chairman.  Thank  you  very  much. 

Senator  Doi;b.  I  have  Mr.  Chairman  one  queetion  with,  reference 
to  jour  last  statement,  the  conclusion.  Since  I  have  noTv  been  in  t^e 
Congress  about  a  decade,  something  that  is  of  growing  concern  to  me 
is  that  during  that  time  we  have  Tost  about  a  third  of  our  farmers. 
This  is  not  a  very  good  endorsement  of  this  program.  But,  perhaps 
we  would  have  lo^  a  third  with  any  other  program. 

The  point  I  am  mailing,  how  are  we  going  to  stop  the  migration 
of  people  from  farms  to  the  cities  and  reverse  it  ? 

Mr.  Heinebi^  Well,  in  commenting  on  that.  Senator,  I  realize  that 
it  has  not  stopped  it  but  there  are  a  number  of  things  to  take  into 
account.  Farms  are  getting  larger  which  means  that  some  of  them  are 
going  to  do  something  else,  eilJer  go  to  a  nearby  town  and  find  a  job 
in  a  nearby  factory  if  there  is  some  industry  moved  out  there.  "With 
better  programs,  we  might  have  held  a  few  more  of  them  there  but 
we  certaimy  did  not  solve  anything  in  the  cities  by  moving  t^em 
there.  They  help  to  aggravate  the  situation  tJiere  when  they  leave  an 
environment  in  which  they  were  bom  and  reared  and  to  which  they 
are  accustomed. 

Senator  Dole.  That  is  my  point.  Maybe  it  is  not  valid.  I  do  not  have 
any  crystal  ball  for  the  mture.  We  can  pass  all  the  organizations' 

frograms  in  the  Congress  and  maybe  some  are  good  farm  programs, 
arm  organizations  now  need  to  look  at  another  aspect  and  maybe 
MFA  is,  your  probably  are,  and  that  is  rural  development.  In  additim 
to  farm  programs,  how  are  we  going  to  keep  what  we  have  in  rural 
areas  plus  some  expansion  ?  This  is  almost  as  important  an^  more  as 
the  farm  program.  Wliether  it  is  this  program,  the  coalition  bill; 
the  administration's  hill ;  a  farmer  retirement  program  which  might 
do  it  more  quickly  whatever  program,  at  the  same  time,  we  have  to  have 
some  format  rural  development  program. 

Mr.  Hbiwkei..  I  agree  with  that  but,  of  course,  Senator,  we  hap- 
pen to  find  ourselves  in  agriculture  in  the  productiwi  of  crops,  com- 
modities, a  good  percentage  of  which  moves  into  export  and  the  prob- 
lem is  not  really  a  new  one.  If  we  lower  the  support  program,  or  if  we 
had  none  and  let  the  market  price  and  the  world  price  prevail,  then  we 
would  get  crucified  because  we  are  selling  at  a  world  price  and  trying 
to  live  in  two  economic  societies  at  the  same  time,  buying  our  supplies 
and  production  supplies,  and  so  forth,  that  do  not  suflfer  those  same 
problems.  I  believe  it  was  Alexander  Hamilton  in  his  first  report  as 
Secretary  of  the  Treasury,  advocated  a  tariflf  for  the  protection  of 
industry  and  at  the  same  time  he  commented  that  the  tariflf  would 
not  materially  help  farmers,  that  they  would  need  as  he  put  it,  I  be- 
lieve, a  bonus  on  exports  or  on  domestic  consumption. 

Now,  that  has  been  a  long  time  ago  which  would  indicate  he  was  a 

{tretty  wise  man,  but  we  have  begun  to  use  that  100  or  more  years 
ater.  And  I  think 

Senator  Hoixand.  Alexander  Hamilton  draws  a  little  more  water 
right  now  with  the  administration  that  is  in  power  than  he  has  for 
some  time.  Maybe  they  will  look  back, 

Mr.  Hbinkel.  Without  any  program  I  would  say  there  would  have 
been  a  lot  more  of  them. 

Senator  Dole.  That  may  be  true,  but  my  point  is,  probably  we  have 
a  dual  responsibility.  We  did,  of  course,  lower  support  prices  for  wheat 
quite  a  bit  in  1965. 
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That's  all  iiiy  questions,  but  I  did  want  to  t«ll  you  that  your  good 
friend,  Cliff  Hope,  had  a  verj-  severp  stroke,  is  gravely  ill  in  Qarden 
City  Hospital,  and  you  may  want  to  drop  him  a  note. 

Mr.  Heixkel,  I  sliall  do  that. 

Senator  Jordajj.  Mr.  Chairman,  one  of  the  problems  that  we  ate  up 
against  in  our  farm  program,  talking  about  switching  frcHn  this  bt 
soybeans,  is  that  soybeans  are  already  m  trouble  right  now.  You  know 
that.  Sunflower  oil  and  sunflower  meal  have  taken  the  place  of  our  soy- 
bean shipments  to  foreign  markets.  They  are  cheaper  than  ours,  bnt 
every  year  they  go  up.  Russia  is  in  the  business  of  exporting  sunflower 
oil  now. 

I  was  in  India  in  November  of  last  year  and  was  there  4  years  ago. 
That  country  has  been  one  of  our  chief  recipients  of  Public  Law  So 
wheat.  Well,  we  have  almost  got  them  to  where  they  raise  enough  for 
themselves — aImo.st.  The  same  is  true  with  the  Mexican  wheat.  We 
have  improved  their  irncation  systems,  and  we  have  taught  them 
how  to  raise  their  crops.  Of  course,  we  want  to  get  them  off  our  back, 
but  at  the  same  time  we  have  taken  a  customer  away  from  ouTBelvce 
which  hurts  us  at  home.  We  do  not  want  to  quit  feeding  people  who 
are  hungrj',  but  every  year  their  wheat  production  is  going  up,  so  we 
have  a  real  problem  not  to  overproduce  while  we  are  trying  to  help. 

Senatoi'  \  orxo.  Can  I  give  you  an  example  of  what  is  happening  in 
agriculture  in  my  State?  One  of  the  biggest,  if  not  the  largest,  grain 
farmer  I  know  had  a  sale  last  fall  and  sold  all  his  modem  machinery, 
$15,000,  $20,000  tractors,  and  we  all  thought  he  was  quitting,  but  now 
he  is  buying  $40,000  tractors,  still  bigger  equipment. 

Mr.  Heinkel.  This  additional  comment  in  regard  to  the  comments 
that  have  been  made  here  by  the  Senators.  I  think  that  is  one  of  the 
reasons,  Senator,  we  have  tnis  farm  coalition.  They  used  to  think — 
milk  thought  if  tliey  could  get  some  legislation  they  could  go  on  their 
on'u  and  some  other  commodities  thought  that,  and  there  was  a  time 
when  we  had  a  National  Feedgrain  Advisory  Committee  and  they  had 
one  on  wheat  and  they  did  not  get  them  together  in  the  same  room 
because  they  did  not  get  along  very  well,  and  so  they  experimented 
with  me.  They  got  brave  with  me  and  asked  me  to  be  chairman  of  both 
committees  and  we  got  along  without  any  serious  fights  and  they  have 
learned  to  work  together  now  and  realize  that  no  one  commodity  group 
can  sit  on  a  plateau  of  prosperity  for  very  long  because  it  will  be  toni 
down  just  by  economic  factors.  And  so  timt  is  why  they  are  working 
together  as  one  group. 

T\iB  CiiAiRMAx.  Tnank  vou  very  much. 

Mr.  Shackieford? 

Senator  Bellmon,  Could  I  make  one  comment  before  Mr.  Heinkel 
leaves? 

It  seems  to  me  the  farm  groups  may  be  overlooking  wie  opportunity 
an<l  that  is  that  the  whole  answer  to  this  farm  program  may  lie  in  in- 
creased consum|)tion  and  sale  of  meat.  As  you  know,  it  takes  aboat  16 
pounds  of  feed  gi-ain  to  i)roduce  one  pound  of  edible  beef.  Yet,  no  one 
has  come  in  here  with  any  suggestions  as  to  how  we  can  do  a  better  job 
of  marketing  our  meat  or  increasing  consumption  here  at  home. 

Mr,  Heinkel.  I  saw  the  figures  just  recently  but  I  do  not  have 
them  with  me  in  mind.  There  has  been  a  tremendous  increase  in  per 
capita  consumption  of  both  beef  and  porkj  particularly  beef,  over  the 
past  20  years,  and  there  are  some  agencies  like  the  National  Meat    j 
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Board,  and  so  forth,  that  are  constantly  working.  There  are  some  de- 
ductions on  livestock  that  are  shipped  to  nearly  all  markets.  It  is  a 
small  deduction.  The  farmer  can  get  it  back.  It  helps  pay  for  educa- 
tional and  publicity  work  on  beef  and  pork.  So,  I  do  not  mean  to  say 
we  aredoing  enough  but  we  are  making  some  progress  in  that  direction. 

The  Chairman.  All  right. 

The  next  witness  is  Mr.  Shackleford,  president  of  the  Tjouisiana  Cot- 
ton Producers  Association. 

STATEHEHT  OF  DUEE  SEACEEIFOBS,   FBESIDEKT,   LOITISUIIA 
COTTON  PSODUCERS  ASSOCIATION,  TONES,  LA. 

The  Chairman.  Yon  mar  proceed. 

Mr.  Shackelford.  Mr.  Chairman,  my  name  is  Duke  Shackelford.  I 
am  a  cottongrower  from  Jones,  La.,  and  currently  serve  as  president  of 
the  Louisiana.  Cotton  Producers  Association,  in  whose  behalf  I  am 
'  offering  testimony  tod^. 

With  me  is  Edwards  Barham,  n  cotton  farmer  from  Oak  Ridge,  La., 
and  a  member  of  our  organization. 

Senator  Ellender,  to  depart  from  my  script,  I  might  add  that  Mr. 
Barham  is  somewhat  rare  in  our  part  of  the  country.  He  is  a  Repub- 
lican. He  is  a  member  of  the  State  central  committee  and  I  am  Demo- 
cratic member  of  our  Democratic  central  committee.  So  we  are  going 
to  give  you  a  bipartisan  approach.  And  we  are  not  up  here  to  make 
anyixMiy  mad. 

Senator  Beluion.  Did  you  have  to  look  a  long  time  to  find  him? 

Mr.  S11.VCKELFOKD.  He  is  kind  of  scarce. 

We  particularly  appreciate  the  opportunity  to  offer  a  few  of  our 
thoughts  to  this  committee,  especially  since  the  chairman  is  our  sen- 
ior Senator.  We  are  proud  of  Senator  Ellender,  and  are  fully  aware 
of  the  fine  work  he,  and  other  members  of  this  committee,  have  done 
for  the  cotton  industry.  We  would  like  to  express  our  thanks  for  the 
fine  statement  made  by  the  chairman  on  the  floor  of  the  Senate  on 
January  27.  This  stated  agriculture's  problems  clearly  with  keen  in- 
nght  and  understanding.  We  are  also  grateful  to  those  Senators  who 
associated  themselves  with  his  remarks. 

We  feel  that  if  cotton  producers  in  Louisiana  could  vote  for  the 

Srogram  they  wanted,  they  would  endorse  the  act  of  1965.  They  would 
o  Hiia  as  long  as  it  contained  the  Ellender  amendment  which  has 
given  them  a  measure  of  protection  from  nmaway  costs  brought  on  by 
mflation.  They  also  like  the  provisions  of  this  act  dealing  with  sate 
and  lease  of  allotments,  feeling  that  this  gives  flexibility  of  operation 
and  provides  protection  of  allotments  in  marginal  areas. 

We  believe  that  any  sound  cott<m  program  should  accomplish  the 
following  major  objectives: 

1.  Provide  a  reasonable  return  to  the  farmer  for  his  investment  and 
labor,  bearing  in  mind  that  cotton  farming  is  a  risky  business. 

2.  Provide  an  adequate  supply  of  cotton  for  domestic  and  foreign 
markets,  and  also  provide  for  a  safe  carryover  of  those  qualities  in 
demand.  Nobody  likes  to  shop  in  a  store  where  the  merchandise  is 
always  picked  over  and  scarce. 

3.  Provides  as  permanent  and  stable  a  program  as  possible.  This 
■will  allow  the  grower  to  make  more  intelligent  long-range  plans,  and 
to  manage  his  land  and  capital  to  better  advantage, 
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We  growers  have  been  told  for  years  by  Congreeamen  and  USDA 
officials  to  get  together  on  legislation,  and  Congras  would  pan  a 
sound  cotton  program.  Gentlemen,  we  nave  been  meeting  with  otiier 
-cotton  organizations  for  2  years.  And,  gentlemrai,  I  would  add  tihere 
that  we  have  met  more  than  the  Girl  Scouts.  We  really  have.  Through 
the  Producer  Steering  Committee  of  the  National  Cotton  Councal, 
representing  all  areas  of  cotton  production,  we  have  tried  to  develop 
together  the  principles  of  a  workable  cotton  program.  Growers  are  no 
different  from  Senators.  They  have  trouble  reaching  agreement  on 
policy  matters.  However,  we  feel  that  the  "guidelines"  developed  hy 
this  committee  are  a  reasonable  compromise  of  our  differences.  Theee 
guidelines  will  be  presented  to  you  Wednesday  by  council  preBident 
Bruce  Lynn,  who  incidentally  is  a  member  of  our  association.  We  would 
like  to  record  Louisiana  Cotton  Producers  Association  in  favor  of  theae 
guidelines. 

With  respect  to  the  Department  of  Agriculture  draft — I  beUere 
they  call  it  the  consumers  bill — as  presented  to  t^  House  Commit- 
tee on  Agriculture,  we  would  lil^  to  make  some  observations : 

1.  We  feel  that  cotton  should  be  given  different  treatment  than  the 
feed  grains  program.  We  would  hope  for  special  consideraticai  mnce 
we  thmk  our  case  is  different.  There  are  several  reasons  for  this.  Cot- 
ton is  the  only  major  commodity  that  has  a  cost  of  production  almost 
1%  times  greater  than  its  selling  price.  Cotton  is  also  the  only  major 
agricultural  commodity  with  fierce  competition  from  synt^tica,  and 
it  is  the  only  major  commodity  not  presently  in  surplus, 

2.  We  do  not  believe  that  a  cotton  program  which  follovrs  the  De- 
partment's draft  closely  will  encourage  production  of  an  adequate  sup- 
ply of  cotton. 

3.  We  think  the  so-called  set-aside  program  would  be  unfair  to  cot- 
ton farmers  because,  through  the  years,  we  have  adjusted  our  produc- 
tion downward  bv  greatly  reducing  acreage.  And  we  ask,  is  it  Iwical 
to  have  a  set-aside  requirement  for  a  crop  not  in  a  surplus  sitnationl 

We  believe  the  first  result  of  set-aside  in  the  cotton  area  will  be  a 
drastic  reduction  in  farm  income. 

Gentlemen,  let's  face  it.  compared  to  most  of  these  United  States  the 
cotton  south  is  a  poor  country.  Our  people  desperately  need  more 
income,  not  less. 

4.  We  are  opposed  to  that  provision  which  provides  for  financing 
payments  only  by  prior  appropriation  each  year.  We  do  not  think 
any  long-range  program  can  be  made  effective  under  this  system. 
Lending  agencies  will  Iw  slow  to  finance  farmers  if  they  are  uncertain 
whether  money  will  lie  made  available  for  payments.  The  assignment  of 
Government  puynients  has  been  good  collateral  with  any  lender  in 
our  area.  Wc  also  feci  that  tliis  provision  will  bring  the  farmer  back 
to  Congress  each  year,  scared  half  to  death,  with  his  hat  in  hand  like 
poor  kinfolks.  We  know  this  makes  us  vulnerable  to  those  members 
of  the  Congress  who  do  not  attempt  to  understand,  and  always  oppose 
any  farm  program. 

5.  We  believe  this  proposed  bill  leaves  a  great  many  decisions  to  the 
discretion  of  the  Seci-etary  of  Agriculture,  and  while  some  flexibility 
is  desirable,  too  nnich  may  W  too  riskv- 

6.  We  a  re  opposed  to  pnymen  1 1  imit  at  ions  for  many  reasons  which  we 
will  not  enumerate.  .ludging  from  past  Senate  action,  yon  gentlemen 
understand  tliis  issue  very  well. 
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Thank  you,  gentlemen,  for  giving  u&  this  time. 
The  Chajbxah.  Well,  now,  nave  you  any  suggestions  as  to  additions 
or  subtractions  to  the  present  lawt 

Mr.  Shaokblfobd.  Senator 

The  Chazbiuit.  The  law  of  1966? 

Mr.  Shackelford.  Well,  would  you  care  to  oonunentt 

STATEHERT  OF  EDWABDS  BABEAK,  LOUISZAnA  OOTTOH 
FSODVCEIUS  ASSOGIATIOK,  0A£  BIDOE,  LA 

Mr.  Barhah.  I  will  say  this:  I  believe  the  proposal  that  has  been 
made  to  use,  say,  100,000  bales  of  GOC  cotton  to  promote  some  of 
these  newer  developments,  as  Senator  Curtis  a^ed  a  while  ago,  why 
are  we  ^tting  torn  up  in  the  marketplace,  one  of  the  reasons  is  th& 
synthetics  have  done  such  a  fine  job  in  research,  product  development, 
promotion,  and  so  forth.  As  you  know,  cotton  farmers  have  gotten 
under  this  dollar  a  bale  checkoff  and  a  good  bit  of  this  money  is  being 
used  in  research  and  promotion,  and  u  some  of  this  cotton  that  the 
CCC  holds  could  be  used  in  some  way  to  encourage  the  mills,  and  so 
forth,  to  try  out  some  of  these  new  products,!  think  it  is  one  of  the  most 
constructive  things  and  that  addresses  itself,  Senator,  to  the  question 
that  yon  asked  &  little  while  ago. 

Mr.  Shackelford,  Senator,  this  is  not  in  our  testimony  but  we 
talked  it  over  among  ourselves  and  we  feel  like  basically  if  the  produc- 
tion payments  on  cotton  could  go  to  the  actual  production  of  cotton 
and  not  to  the  not  production  of  cotton,  it  would  reduce  the  cost  of  tlie 
program  in  the  long  run  which  seems  to  be  a  basic  need. 

I^e  Chairman.  Now,  you  mean  by  tJiat 

Mr.  Shackelford.  To  ^ay  on  the  actual  production  instead  of  neces- 
sarily on  a  projected  yield  or  approved  yield  because  obviously 
there  is  more  cotton  being  paid  for  being  produced  than  there 
is  getting  produced.  I  dont  want  to  get  myself  in  a  trap.  You  know 
what  I  am  talking  about. 

The  Chairman.  That  is  a  very  volatile  question  among  some  of  the 
cotton  growers. 

Mr.  Shackelford.  I  understand  that,  yes,  sir. 

Tlw  Chairman.  Anyqurations? 

Senator  YoDNO,  Yes. 

In  provision  number  four  you  state,  "We  are  opposed  to  that  pro- 
vision which  provides  for  financing  payments  only  by  prior  appropria- 
tion each  year."  I  agree  with  your  position.  I  don't  know  of  anytning 
more  dangerous  than  this  proposal  in  the  so-called  draft  farm  law. 
You  would  never  be  able  to  get  appropriations  sufficient  to  take  care 
of  all  the  contingencies.  One  year  cotton,  wheat,  or  com  farmers  may 
want  to  sign  up  and  participate  in  record  numbers,  or  it  may  be  nec- 
essary to  take  care  of  surpluses  which  often-times  can't  be  foreseen 
very  far  in  the  future.  I  don't  know  of  any  provision  that  I  think  has 
less  merit  than  this  one.  It  sounds  good  on  paper  but  it  just  wouldn't 
work  in  the  farm  program. 

Senator  Bbllmon,  Mr.  Chairman,  I  would  like  to  ask  Mr.  Shackel- 
ford a  question  about  whether  or  not  the  cotton  growers  in  Louisiana 
would  nivor  an  anniversary  date  for  the  maturity  of  the  cotton  loans. 

Mr.  Shacsleford.  There  has  been  a  good  deal  of  sentiment  for  it, 
yes,  sir. 
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The  Chairman.  Mr.  Barham 

Mr.  Shackelford.  Might  I  make  one  c(Hnment  to  Senator  Cartbt 
This  is  not  anything  to  do  with  our  cotton,  Senator,  although  we  hare 
a  desperate  boxcar  shortage  in  the  mid-Sout!h,  the  Mississippi  Valley, 
for  many  years.  If  you  can  do  anything  to  help  that  situation  out,  it 
would  help  our  part  of  the  country  and  yonre^  too. 

The  CiiAiRMAx.  Do  you  wish  to  add  anythmg  further? 

Mr.  Barhast.  Xo. 

The  Chairman'.  Any  further  questions  ? 

(No  response.) 

Thank  you  very  much,  sir. 

All  right,  Mr.  Hofer.  I  believe  you  are  vice  president  of  the  Nationil 
Association  of  Wheat  Growers, 

Mr,  Hofer,  Yes,  sir. 

The  Chairman.  You  may  proceed, 

STATEKEUT  OF  GLEN  HOFER,  EXECUTIVE  VICE  FSESISEBT, 
NATIONAL  ASSOCIATION  OF  WHEAT  aBOWEBS 

Mr,  Hofer.  Senator,  our  testimony  doesnt  need  to  be  read  to  tbe 
committee.  I  would  like  to  highlight  it. 

The  Chairman.  Your  whole  statement  will  be  put  in  the  recotd 
at  this  point  and  you  may  highlight  it.  Proceed, 

Mr,  Hofer,  I  would  like  to  say  that  we  are  members  of  the  fann 
coalition.  We  believe  this  is  significant,  this  organization.  It  supplies 
part  of  the  need  for  an  orgimized  farm  vote  that  we  have  long  hccn 
criticized  for  lacking. 

I  wonld  like  to  say  tliat  our  support  for  the  1965  act  which  is  basi- 
cally what  the  coalition  bill  is  based  on  stems  from  our  belief — I  will 
read  a  short,  section  here — that  it  embodies  the  best  combination  of 
administrative  tools  necessary  for  coping  with  tlie  problems  that  beset 
our  industry,  Tlie  fact  that  wheat  stocks  are  again  on  the  increase  and 
that  world  and  domestic  wheat  prices  are  disastrously  low  does  not  in 
our  eyes  constitute  a  condemnation  of  the  program  provisions. 

A  slight  hysteria  in  196fi  about  a  crisis  in  world  food  production— 
a  green  revolution  which  has  abruptly  and  draniaticallv  changed  the 
world  wheat  production  pattern — a  3-year  period  ot  good  wheat 
weather  which  negated  attempts  to  cut  back  TT.S.  production — a  vicious 
spiral  in  production  costs — these  are  the  reasons  the  U.S,  producer  is 
in  serious  trouble — not  because  of  the  1965  Farm  Act  was  ill-conceived. 

We  do  support  the  coalition  bill  and  tiie  four  major  wheat  changes 
in  the  bill  are  enumerated  here.  I  know  several  witnesses  have  talked 
about  those  four  before.  T  will  simply  enumerate  them. 

We  do  ask  for  an  exixirt  certificate  on  wheat.  We  would  like  to  see 
a  change  in  the  effective  date  of  the  support  loan  from  maturity  time 
to  harvest  time.  We  are  for  at  least  50  percent  advance  payments  for 
participating,  cooperating  wheat  fanners,  and  we  would  like  to  see 
a  limit  on  the  amount  of  projected  yield  that  could  be  reduced  in  any 
onev-ear, 

Tho5«  are  the  four  changers.  I  know  they  have  been  the  subject  of 
prior  testimony. 

Senator  Beij.hon.  Which  page  are  those  listed  onf  Do  yon  hare 
thatt 
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Or.  HoFER.  Yes.  Those  are  on  pages  2  and  3,  Senator  Bellmon. 
will  be  glad  to  answer  any  qaestions  on  thoab. 
would  Eke  to  make  another  point  and  we  have  done  it  in  our  tasti- 
ly and  previous  testimonv,  that  we  fear  that  there  is  a  serious 
ereetimation  of  what  is  happening  in  the  dry  land  wheat  area 
luse  land  values  are  turning  rather  rapidly  and  dramatically  out 
«  and  we  have  tried  to  document  this  by  getting  statements  from 
ncial  institutions  and  busineea  people  in  our  dry  land  wheat  areas, 
''e  have  excerpts  here  from  three  letters  from  banters,  two  froon 
•ra^ii  and  one  from  Kansas.  I  would  like  to  read  them  to  the 
mittee: 
I  MoCook,  Nebr.,  a  banker  had  this  say  aibout  land  values: 

e  are  witnessini;  a  decliou  of  land  values  in  our  area,  l^is  is  partlculariy 
la  tbe  dryland  wheat  areas.  Dry  cropland  of  the  type  that  CMnmonly  Bald 

F150  to  $175  per  acre  la  the  recent  past.  Is  now  on  the  market  at  $125  per 
and  there  is  considerable  buyer  reBistauce  even  at  these  prices.  In  the  last 
lOnths,  I  feel  we  have  experienced  as  much  as  a  25  percent  decline  In  tbe 
)  of  some  of  the  good  farm  land  in  our  area. 
.  Holdrege,  Nebr.,  banker  says ; 

e  see  a  conaCant  attrition  of  our  farmers.  Their  numbers  are  on  a  steady 
,ne.  This  is  not  juHt  the  problem  of  the  inefficient  operator,  but  Is  a  problem 
ig  even  tbe  best  of  our  producers.  The  declining  purchasing  power  of  tbe 
ridual  farmer,  coupled  with  the  decline  in  numbers,  is  placing  a  severe  bar- 
upon  the  business  community.  We  are  experiencing  an  unusual  number  of 
Desa  failures  and  in  too  many  instances  tbe  failure  is  due  to  the  general 
omlc  condition  of  agriculture. 

snator  Curtis.  May  I  inquire  right  there?  The  Holdrege,  Nebr., 
ker  didn't  say  anytliing  about  land  prices,  did  he,  sir? 
[r.  HoPER.  In  his  letter  he  didn't  give  any  specific  prices.  We  have 
-  about  50  and  these  I  must  say  are  in  some  sense  solicited  letters, 
asked  our  people  in  those  States  to  go  to  their  finaiicial  institutions 
ask  for  a  statement  of  some  kind. 

here  are  several  that  do  specifically  refer  to  land  prices  and  most 
hem  indicate  that  they  are  going  down  in  the  dry  land  areas.  Now, 
1  irrigated  land  there  is  some  exception.  If  the  land  has  a  pos- 
lity  of  irrigation  through  deep  wells  or  some  project,  then  the  land 
les  are  not  going  down,  out  in  the  dry  land,  the  dry  land  area  which 

;h  of  our  commercial  wheat  is  on 

anafcor  Cdbtib.  By  dry  land  you  mean 

[r.  HoFER.  Summer  fallow. 

enator  Cdrtis.  Land  of  insufficient  rainfall. 

[r.  HoFER.  Yes, 

he  CBAntMAN.  What  is  the  average  production  now  on  this  dry 

I? 

T.  HoFER.  Average  production  in  the  Nation  was  about  30  bushels 

acre. 

heCHAiRUAN.  I  mean  on  the  dry  land. 

r.  HoFER.  I  would  guess  probably  on  the  dry  land  areas  that  I 

«5ent  it  prol>ably  is  around  22  to  23. 

will  continue  with  this  Bnsine,  Kans.,  banker's  remarks. 

rmera  are  fighting  a  flght  for  snrvlval  In  the  price-cost  squeeze.  I  am  re- 
ng  to  the  eflSclent  sized  unit  under  better  than  average  managerial  ability, 
e  are  the  men  who  by  all  standards  should  be  the  future  of  tbe  agrlcjiltural 
itry.  Many  of  these  men  would  quit  now — if  they  could  find  a  legitimate 
r.  They  would  do  this  in  order  to  attempt  to  salvage  what  Is  left  of  net  worth 
mnlaUon  before  It  gets  wiped  out 
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nie  tTPical  Bmall  bank  la  headed  toward  tbe  aame  pil^t  mi  the  ■ 
and  If  tbe  trend  Is  not  revened,  there  will  be  cwisldeTBhle  mora  problems  Invalid 
thaa  those  in  f  ocae  at  this  time. 

These  are  fairly  typical  of  thcee  letters  and  I  would  be  glad  to  maka 
that  pad  of  letters  available  to  any  Senator  who  is  interested  for  his 
perusal. 

Then  at  the  end  of  our  statement  we  have  two  little  exhibits.  One, 
exhibit  A,  shows  the  distribution  of  a  $13,000  groas  inocwoe  on  a  wlieat 
farm  in  the  Pacific  Xorthweet.  It  was  dime  by  WaahingtcHi  State  Uni- 
vendty  personnel  and  they  have  all  the  inpate  that  a  nimer  needs  to 
carry  out  a  farm  that  size,  and  they  show  how  a  $43,000  gross  inoone  is 
decimated  by  production  costs  at  this  point  in  time,  and  I  think  it  is 
pertinent  to  what  we  are  trying  to  say. 

(The  ezhibits  are  as  follows:) 

BisTWJunoN  tr  cross  wcoe^  w  a  KrKsqnupfE 


■T^  Socltl  Srcurity  urij  Iixmv^  t-.»»' 


bcieiidltun  AiU  fm  tfublngtan  Mrtcultwml  BcparlHiit  SCaClon  Ctnular  IC 


•t  »3a9,»3T,  (Uw  tM  ri 
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tbm  M«.t  Ptodue.r-«  PUrtt 

Tha  follotlns  Ublc  but  tlliutrato  the  l^Mt  ef  cbuslBg  condlttsiu  on 
tte  iDdlTtdnal  afasit  producer  in  th*  ?iclflc  JfcrtbvMt.  Dat«  on  a  rapreaatadve 
■baat-fallov  fais  in  the  IncitLe  Bartboait  vara  obtained  fron  the  tSOA  vhich  ahov 
^A  EaXB  ratura*  wltfa.  nd  vtthout  |iiniii  ii  iit  price  lopport  peynenta.  Iheae  ere 
Ite  retuna  Co  die  rcpreseotative  fus  for  operator  end  tiaily  labor,  ataateBenC, 
nd  lataiaat  on  invutacnt  In  land  aad  butldinsa. 

FrcB  ail  lUt  retam  ae  lubtracted  UtC  dollar  aaoimt  the  operator  end  land' 
oncre  coold  h«re  cAtalncd  had  thejr  liquidated  their  holdlnii  end  inveated  the 
■oney  on  tax  free  HmLcipal  boi^.      In  addition,  in  (obtrected  the  dollar  value 
of  the  ^etator'a  labor  had  he  bean  eoplorad  at  Oia  enracc  hourly  wase  of  a 
•orkcT  Id  the  D.S.  ■•nufacturl^  induitry.     Ala  yielded  the  lo-called  edjuated 
Bet  retoma  vltlt  iiiiiaiiiaaiir   payBeBta  end  tj»  adjnatad  net  retuma  nldiout  ■Dvem— 
•ant  psToenta  abom  on  tlie  acco^anjlni  craph. 

Ihe  rcanlt  ia  atartlioi.    With  Bovemaaot  paraata  to  the  repreaectatlve 
Eerm,    the  ratscn  to  tlta  oparator  and  lasdomera  la  aaall  end  haa  been  nesetiTe  Id 
five  out  of  tba  paat  14  year*.    HiUioat  tover^Mit  payoonta,   the  adjuatad  net  fara: 
recutv  imiild  have  been  netatlTa  la  elcht  oat  of  Um  paat  14  yearn  na  haa  deteri- 
orated very  ^rkedly  la  Oat  paat  aavan  yearn  alnca.  196Z. 

Iheae  reanica  lodieate  that  Qia  ns  liieat  prodocera  arc  bcartly  dcpcndcBt 
OB  iiiiiaiiieeiil  paynanta.     WltboBt  (b^  (aaeiadnc  <»  duate  In  Market  ptleea  or  loan 
ratea}   Euvra  voBld  face  Elnaaclal  dlMatar.    lad  tba  PBMualtiea,  baaiaeaa  flm 
a^  indlTldaalB  •«  dapMdMt  M  •  flaMclAlly  baaltfey  efaeat  Indoatry  would  alao 
aoffcr  fraatly. 
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The  Chairman.  What  is  the  acreage? 

Mr,  HopEH.  On  these? 

The  Chairmaw.  $43,000,  you  said. 

Mr.  HoPER,  $43,000,  1,255  acres.  And  this  is  summer  fallow  which 
means- 
Senator  Curtis.  What  was  the  net  increment? 

Mr.  HopKR  (continuing) .  Let  me  see  if  I  can  find- 
Senator  Bellmon.  $4,893. 

Mr.  HoFKR.  That  is  right.  That  is  return  to  the  operator  and  family 
labor  and  management,  Tliat  is  out  of  a  gross  of  $43,000. 

The  Chairman,  Are  you  familiar  with  the  concensus  bill  ? 

Mr.  HoPER.  Yes,  I  am. 

The  Chairman.  As  to  wheat? 

Mr,  HoFEH.  Yes. 

The  Chairman.  WouldyoucaretocOTiimentonit? 

Mr,  Hofer.  We  agree  with  the  consensus  bill  inasmuch  as  it  do©9 
continue  the  basic  two-price  plan  for  wheat  with  the  domestic  certifi- 
cate, with  the  loan  price,  with  the  processor's  certificate.  It  proposes  to 
attempt  production  control  by  a  different  means,  using  the  set-aside 
system  to  take  acres  out  of  production.  Where  we  find  fault  is  the  fact 
that  in  the  consensus  bill,  as  it  has  been  given  to  us  to  observe,  the 
Secretary  in  effect  has  to  writ*  the  bill  every  year  because  it  is  at  his 
discretion  to  set  the  level  of  the  loan,  what  the  value  of  the  certificates 
will  be. 

He  has  too  much  of  a  burden  centered  on  one  area  that  would  have 
to  be  taken  care  of  every  year,  and  the  same  battle  would  have  to  be 
fought  every  year  with  the  Bureau  of  the  Budget  and  everyone  else 
he  has  to  defer  to  at  times  in  making  these  decisions.  Personnally  we 
would  like  to  see  permanent  legislation  and  I  think  where  it  would 
have  to  be  written  every  year  in  that  manner,  it  would  not  re^ly  be 
permanent  legislation. 

The  Chairman.  You  think  he  is  given  too  much  authority,  then? 

Mr.  HoPER.  Yes,  sir. 

The  Chairman,  Can  you  comment  on  other  commodities  under  the 
consensus  bill  ? 

Mr.  HopER.  Other  commodities? 

The  Chairman.  Yes,  if  you  are  familiar  with  them, 

Mr,  Hoper,  Well,  I  think  a  question  has  been  raised  at  these  hearings 
about  the  problems  of  normal  conserving  acres  as  it  affects  all  the 
commodities  under  the  bill.  And  certainly  if  they  go  to  the  set-aside 
is  I  have  seen  it  designed,  it  would  be  a  problem  in  the  wheat  areas, 
because  one  of  the  main  attractions  that  is  held  out  to  us  is  that  it 
would  give  a  farmer  more  freedom  in  his  farming  operation.  After  he 
sets  aside  a  certain  percentage  of  his  acres,  he  can  do  anything  he  wants 
to  with  the  rest  of  his  cropland  acres,  but  as  a  matter  of  application 
in  most  of  our  summer  fallow  farms,  they  have  a  large  percentage  of 
what  they  call  normal  conserving  acres  that  have  to  be  maintained  in 
that  manner.  In  other  words,  he  really  wouldn't  have  any  more  plant- 
ing freedom  and  in  fact  some  of  our  farmers  have  over  50  percent  of 
the  normal  consening  and  they  would  lose  permitted  acres  under  the 
Bet-aside  plan. 
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Xow,  that  is  not  to  sa^  it  couldnt  be  adjusted  and  not  be  objectdon- 
able  but  ^e  way  it  is  n^t  now,  we  ceitunly  would  be  intraested  in 
gaeing  that  adjustment  made  before  the  aet-aside  plan  was  put  mto 
effect 

There  is  another  aspect  of  the  set-aside  proposal,  regardless  of  flie 
fact  that  it  may  give  farmers  more  freedom  individually,  that  we 
worry  about  in  some  respect&  It  might  turn  production  loose  too  much 
in  some  commoditiee.  Supply  control  is  the  way  we  have  decided  is  the 
beet  way  to  go  and  we  dont  want  anything  to  negate  control  efforta  I 
am  not  sure  at  this  point  that  even  the  very  intelligent  group  that  bts 
put  this  set-aside  plan  together  know  themselves  what  would  leally 
ha^en  to  feed  grain  production  for  instance. 

We  have  heard  predictions  that  feed  grain  production  might  rise 
dramatically  under  this  bill.  We  wouldn't  want  that  because  it  has  to 
be  kept  in  balance.  That  wouldn't  necessarily  directly  affect  wheat  but 
it  all  lias  to  be  kept  in  balance. 

The  Chairmax.  Did  your  association  take  part  with  other  aseocia- 
iions  in  effecting  tlie  bill  that  we  have  under  discus^on? 

Mr.  HoFER.  Yes,  sir. 

The  Chairman.  You  agree  with  it  aa  written  ? 

Mr.  HoFER.  Right. 

The  Chairman.  Any  further  questions ! 

Senator  Youxa.  Mr.  Hofer,  in  one  of  your  recent  news  releases  for 
the  Xational  Wheat  Growers  Association  vou  dealt  with  conserving 
acre  base  problem.  Xow,  this  is  a  real  problem.  As  you  mentioned  a 
bit  ago,  for  some  farmers  it  amounts  to  about  50  percent  of  thear  total 
cultivated  acres. 

Mr.  Hofer.  Yes. 

Senator  Young.  Do  you  have  anv  answer  to  this!  Two  of  the  rea- 
sons I  understand  for  this  inequity  oetween  States  and  betweui  farm- 
ers, is  that  where  they  complied  strictly  with  past  programs,  thi^ 
seemed  to  wind  up  with  a  bigger  conserving  acre  base.  In  States  where 
they  planted  fence  to  fence  or  had  a  different,  looser  adminis^atioiif 
thev  liave  a  very  small  base. 

This  is  a  serious  problem,  particularly  in  my  State,  in  Montana, 
and  some  others  like  it.  It  has  reached  the  point  that  manv  farmers  find 
it  verj'  difficult  if  not  impossible  to  participate  in  any  kind  of  a  pro- 
gram. 

Mr.  Hofer.  That  is  right.  There  are  a  lot  of  inequities  in  the  nonnal 
conserving  base  and  it  started,  I  think,  as  you  might  expect  in  the  base 
years  that  they  used  to  calculate  individual  farms  normal  conservii^ 
base,  which  is  1959-60.  The  practices  that  a  farmer  was  using  <Hi  hia 
farm  at  that  time,  without  knowing  they  were  going  to  be  worked  into 
a  future  program,  became  the  law  of  his  farm  if  he  was  going  to  be  a 
compiler,  and  during  those  base  years  many  farmers  were,  as  any 
farmer  will  do,  were  trying  new  things,  many  of  them  good  conserv- 
ing practices,  using  legumes  to  build  up  his  soil  or  whatever.  Whatever 
he  was  doing  in  those  years,  if  they  came  under  the  nonnal  conserving 
description,  they  became  a  part  of  his  farms  history  and  he  has  bonie 
that  over  since.  He  might  be  penalized,  as  a  matter  of  fact,  for  usinga 
good  conserving  practice  on  his  farm  because  it  has  been  worked  ifflto 
his  farms  formula. 
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Since  1966  another  inequity  has  worked  its  way  into  the,  normal 
conserping  situation  without  any  evil  doing  on  anybody's  part.  It  is 
just  the  way  our  system  works  with  State  and  county  ASCS  commit- 
tees making  decisions  on  appeals  by  individual  fanners  who  have 
asked  for  a  reduction  iu  their  nonnal  conserving  base.  Different  States 
have  handled  it  differently  and  quit«  legally,  all  of  them,  but  some  of 
Uiem  were  very  reluctant  to  make  any  eha^e — ^they  tried  to  play  it 
straight,  according  to  the  letter  of  the  law.  Washington,  Oregon,  Mon- 
tana, North  Dakota — those  in  the  northern  tier  were  apparently  re- 
luctant to  make  major  adjustments  whereas  further  south  in  Nebraska 
there  was  quit«  a  bit  of  adjustment  made,  and  further  south  into  Texas 
there  was  a  great  deal  of  conserving  base  adjustment,  all  perfectly 
within  the  nSee.  It  is  just  a  matter  iiow  they  interpreted  how  they 
should  run  their  State  or  county  committee. 

As  a  result,  however,  if  you  look  at  a  graph  of  the  wheat  States  and 
you  will  find  that  in  Texas,  for  instance,  thay  have  8  percent  nonnal 
conserving  base — 8  percent  of  their  tillaJsle  acres  in  normal  conserv- 
ing— while  in  your  State  and  some  others  it  is  as  high  as  49  percent. 
I  have  an  actual  example  here  of  a  farm  with  56  percent  nonnal  con- 
serving acres  which  does  shackle  him  in  his  practices  on  his  own  farm. 

Senator YotJNO.  Whatistheanswertoit? 

Mr.  HopER.  That  is  a  hard  problem  but  I  think  it  could  be  solved.  I 
think  it  could  be  adjusted  administratively.  It  would  be  very  difficult, 
I  am  sure,  to  go  in  those  States  that  have  a  low  nonnal  conserving  base 
now  and  raise  them  a  great  deal  because  it  is  worked  into  their  farm 
practice  very  deeply  but  I  tliink  that  if  the  USDA  could  take  a  look 
at  all  of  those  farms  that  have  really  high  nonnal  conserving  base,  say 
above  35  to  40  percent,  and  give  the  kmd  of  adjustment  they  might 
aeed  to  give  them  a  little  more  flexibility  on  their  fann.  Then  if  it 
still  appeared  that  production  might  increase  too  much  and  some  slack 
had  to  be  taken  up,  perhaps  you  could  increase  the  percentage  of  set- 
iside  a  little  bit. 

Senator  YonxG.  You  think  it  could  be  done  administratively? 

Mr,  HoFER.  It  could  be  done  administratively,  I  am  sure.  It  might 
t>e  difficult  and  perhaps  scrape  hide  off  here  and  there  a  little  bit,  but 
[  think  it  could  be  done. 

The  Chairmax.  Would  you  suggest  a  base,  percentage- wise ? 

Mr.  HoFER.  From  the  figures  that  have  come  to  us  from  our  own 
farmers,  it  seems  like  anyone  who  has  between  35  and  40  percent  nor- 
nal  conserving  base  would  not  be  in  too  much  difficulty  with  a  sei- 
iside  program.  They  are  mostly  summer  fallow  fermers  and  they  all 
lave  at  least  that  percentage  in  summer  fallow,  it  seems,  each  year 
my  way.  So  that  isn  t  so  much  of  a  problem. 

It  is  when  you  get— I  will  say  35  percent — when  you  get  over  35 
aercent  conserving  oase,  the  summer  fallow  farmer  starts  to  bear  too 
nuch  of  the  normS  conserving  burden. 

Senator  Yottng.  Some  farmers  now  have  to  summer  fallow  the  same 
land  2  years  in  a  row  in  order  to  comply  with  the  programs. 

Mr.  HopER.  Yes,  a  bad  practice.  This  is  in  often  in  areas  where  wind 
erosion  is  a  problem  and  it  is  really  a  bad  conserving  practice,  I  hate  to 
bs  arbitrary  with  that  figure  of  35  percent.  It  is  not  official.  It  is  my 
personal  ofeervation,  based  on  the  farm  figures  that  came  to  our  office. 

The  Chairman.  Any  other  questions? 
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Senator  Bei^lmon.  I  am  in  the  wheat  business  but  can  you  tell  me 
what  is  the  reason  for  the  conserving  base  ? 

Mr.  IIofT.R.  I  think  it  is  just  anotlier  one  of  the  productiwi  controls 
we  have — supply  control  program — and  they  had  to  write  in  some 
elements  to  control  the  supply.  All  right.  One  of  them  was  allotment 
but  also  right  at  the  time  these  programs  were  being  written  there 
were  some  new  farm  practices  coming  into  use.  I  know  fertilizer  was 
coming  into  my  home  area  and  a  lot  of  farmers  were  saying,  well,  I 
will  bet  on  the  rainfall  a  little  bit  and  put  on  a  little  bit  of  fertilizer 
here,  and  I  will  crop  that  summer  fallow  ground  some  and  try  to  get 
a  little  more  income  this  year — take  my  chances  on  getting  the  neces- 
saiy  moisture. 

Senator  Bellmon.  These  were  the  ones  who  were  not  cooperatiw, 
not  paying  any  attention 

Mr.  HoFER.  That  is  right.  They  were,  noncooperators  but  their  prac- 
tices during  those  years,  while  they  were  outside  the  promum,  worked 
into  their  history  when  they  did  come  into  the  program.  Tlten  they  got 
large  allotments.  Th&y  got  low  normal  conserving  bases,  I  think  the 
department  and  people  putting  this  program  togetlier  saw  how  thin^ 
were  kind  of  changmg  and  they  thought,  we  had  better  put  a  clamp 
on  this  normal  conserving  because  practices  may  change  and  farmers 
may  be  able  to  plant  more  than  they  used  to  because  of  new  tech- 
nology, so  we  will  make  the  maintenance  of  a  normal  conser^'Jng  Iwse 
another  element  of  control  and  supply. 

It  probably  wasn't  a  bad  idea  originally,  but  the  equities  worked 
their  way  in.  I  suppose  that  was  inevitable. 

Senator  Bei-i-mon.  So  you  arc  not  recommending  that  the  conseirinj 
base  be  eliminated  ? 

Mr.  HoFER.  No,  we  are  not  making  that  recommendation.  I  have 
heard  a  proposal  that  eliminate  the  normal  conserving  base  and  handle 
the  whole  thing  through  a  higher  percentage  of  set-aside.  That  migftt 
answer  the  problems  we  have  in  the  dry  land  wheat  area  but  I  know 
how  much  that  it  would  compound  the  problem  in  the  cotton  area,  for 
instance. 

Senator  Bellmox.  Do  you  feel  we  ought  to  have  exactly  tlie  same 
rules  for  cotton  and  wheat  and  all  other  commodities?  (Wouldn't  we 
have  a  special  program  for  cotton  and  one  for  wheat  that  might  meet 
these  different  situations? 

Mr.  IIoFER.  Well,  there  are  differences  in  the  commoditv  programs 
now  and  perhaps  this  is  another  area  wliere  the  crops  aral^  be  trented 
differently. 

Senator  Beij.mox.  Trft  me  ask  another  question  on  a  different  line. 
How  long  do  you  feel  it  will  be  l)efore  we  have  hybrid  wheat  in  com- 
mon production? 

Mr.  HorBR,  I  understand  hybrid  varieties  are  now  out  on  a  very 
substantial  experimental  basLs.  I  woidd  say  by  1972  you  will  see  com- 
mercial hybrid  production. 

Senator  Beu.mox.  And  how  much  additional  yield  per  acre  do  vou 
think  the  hybrid  will  bring? 

Mr.  Horan.  I  think  in  the  areas  where  you  are  able  to  use  theni 
they  will  more  than  double  production.  It  won't  do  that  for  the  wiiole 
Nation  because  T  don't  think  they  are  going  to  be  able  to  successfully 
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grow  them  all  over  the  Nation,  but  where  we  are  jj^ftiiig  now  30  biisli- 
els  per  acre,  1  don't  think  you  would  he  making  a  mistake  to  think  it 
mignt  take  the  national  average  to  45  bushels  to  the  acre  if  they  start 
using  hybrid  where  they  are  applicable. 

Senator  I Jbllm ON.  I^t  me  ask  one  other  question  and  I  will  get  to  the 
key.  Do  you,  in  your  position,  have  any  forecasts  of  what  our  export 
demands  are  I  ikely  to  be  ? 

Mr,  HoFER,  Our  export  demands? 

Senator  Bei.lmon.  Ves.  1  am  talking  about  up  to  1075,  Do  you  an- 
ticipate an  increase  in  wheat  exports  fiom  this  country  ? 

Sir.  IIoFER.  We  hope  for  an  increase.  I  think  tliere  are  several 
factors  to  keep  our  eye  on  right  now.  I  believe  unless  I  am  mistaken 
there  is — the  winds  of  change  are  blowing  a  little  bit  in  our  attitude 
toward  trade  with  Communist  nations,  for  instance.  There  has  beeji 
a  substantial  export  wheat  market  m  Russia  and  China,  Canada  and 
Australia  have  had  an  unopposed  advantage  there.  There  may  be  a 
chance  eventually  that  the  iJnited  States  may  be  able  to  compete  in 
those  markets.  I  think  also  that  increased  exports  depend  a  great 
deal  on  how  the  agricultural  programs  in  India  and  Pakistan  progress. 

Now,  they  have  had  several  good  production  years  but  like  any 
farmer,  they  are  very  much  at  the  mercy  of  weather  and  if  their  mon- 
soons don't  C(mie  out  right  or  di-outh  strikes,  and  they  get  a  very  low 
production  again — there  may  be  a  large  wheat  demand  m  those  mar- 
kets. And  I  might  say  the  law  of  averages  is  for  a  weather  change 
between  now  and  1975  because  they  have  had  a  seiies  of  good  years- 
Senator  Beli.mon.  My  rejison  for  asking  these  questions,  if  our 
wheat  yield  is  due  to  increase  by  50  percent  and  acreage  stays  the 
same,  tnig  will  mean  an  additional  700  million  bushels  of  wheat  pro- 
duced annually  between  now  and,  say,  1975,  Do  you  have  any 
thonehts  as  to — how  we  go  about  takmg  into  account  this  future 
development  ? 

Mr.  HoFER.  It  has  been  suggested  to  us  bv  Mr,  Palmby,  Assistant 
Secretary  of  jVgriculture,  that  if  there  is  a  luture  for  wheat  in  large 
expansion  of  production  as  you  mentioned,  it  would  have  to  be  in 
a  reclassification  of  a  lot  of  wlieat  as  a  feed  grain  and  its  use  through 
meat  production  as  you  said  earlier  in  testimony  today, 

Xow,  certainly  this  poses  a  problem  to  us  as  wheat  farmers  because 
there  is  a  price  in\'olved  and  if  the  arithmetic  doesn't  come  out  for 
a  farmer  on  his  return  from  the  market  as  against  his  production 
cost,  it  doesn't  make  any  difference  how  much  wheat  moves  into 
feed  grains.  He  has  to  have  some  kind  of  a  profit  on  it  or  it  won't 
help  him. 

So  while  we  agree  that  there  is  potential  on  the  feed  side  for  wheat, 
1T6  are  terribly  concerned  about  keeping  it  in  the  return  from  those 
bushels  in  perspective.  We  can't  Jet  it  get  too  low  because  it  then 
becomes  a  deficit  program  and  wheat  farmers  can't  do  it. 

We  haven't  too  much  advance  information  on  what  the  hybrid 
wheats  might  do  to  our  cost  per  bushel — perhaps  costs  can  be  pared 
to  some  extent. 

Senator  Bf.i.lmon,  It  strikes  me  that  the  thing  that  this  com- 
mittee needs  to  concern  it-self  with  is  an  answer  to  this  problem.  It 
may  be  over  in  the  area  of  accelerating  meat  consumption,  either  here 
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or  abroad.  This  we  perhaps  can't  talk  about  here  but  ualees  Uie  big 
export  demand  develojis,  I  think  we  are  goin?  to  face  a  serious 
problem  even  if  we  try  to  move  this  wheat  into  feed  grain  channels 
becauHe  they  are  already  full. 

Mr,  HoiT.n.  'I'liat  is  right.  We  have  a  feed  erain  industry  here. 
We  can't  <lispltice  too  much  feed  grain  with  wheat  unless  the  total 

market 

Sunator  Bbujion.  Yes. 
Tlie  CiiAiHUAN.  Senator  Young! 

Senator  Youxo.  Isn't  it  true  that  most  of  these  new  hybrids  are 
more  of  a  feed  grain  type  than  of  high  baking  quality  ? 

Mr.  HoFEii.  Well,  hybrids  are  still  experunentai  and  their  early 
varieties  might  be  comparatively  low  quality,  but  I  think  it  is  proli- 
able  that  they  will  lie  able  to  breed  the  milling  quality  into  thun  in 
a  few  years'  time  that  the  bread  industry  feeS  is  desirable. 

Senator  YouKO.  Generally  high  yielding  wheat  has  been  low- 
protoin  wheat, 
Mr.  TIoFRR.  That  is  right,  generally  that  is  true, 
Kunntor  YonNu.  That  is  one  of  the  reasons  why  the  wheat  we  are 
protliiciiif;  is  still  drawing  a  big  premium,  40  to  60  cents  over  tlwee 
ciikIi  price's  we  quoted. 

Mr.  Iloi-EB.  Very  good  milling  quality  with  North  Dakota  wheat 
JH  gt'iicrally  of  high  pmtein. 

Senator  Youno.  There  is  a  provision  in  law  now  permitting  the 
Socrctnry  of  Agriculture  to  reduce  price  supports  for  the  poorer 
\ririptii'S  of  wheat,  which  he  does, 
Mr,  Iloi'TJi,  Right. 

Smuitor  YouNU.  Tliat  could  be  used  more  extensi\"ely.  I  cannot 
uudot'.st  iinil  the  propo.'ial  lieing  made  to  lower  all  wheat-  price  sup- 
[KirtA,  I  WiHild  think  it  would  be  better  to  discount  the  feed  type 
wlii>n(s. 
M  r.  I  loKKB.  Varit't  ies,  yes.  Tliat  may  be  true. 

Soiintor  YoiNc.  Rrtther  than  lower  the  price  support  for  all  wheat, 
Si>iuil(tr    Bki.i.mon.    You  couldn't  be  speaking  now   for  North 
l>nko(n. 

SiMuilor  Yinvit,  No.  I  think  for  the  o\-erall  good  of  the  wheat 
pnniui'iirs,  if  vou  Inwor  the  price  support  it  is  going  to  lower  the 
i'iihIi  pri.v.  1  tliiiik.  Mr.  Ilofer,  would  you  agree  with  me  that  if  we 
liiivi>r  priiv  supports  l.">  cout?  a  bushel,  the  cash  price  would  follo"' 
lh(>indi>wn( 

Mr.  llorrH.  Yci.  Wo  ajrroo  the  oa.-ih  price  hs>  a  deplorable  tendeocr 
III  fitlliiiv  Iho  loan  prii'o. 

Si'iirttm-  Vovxii.  1  think  thi?  quOirtion — of  diiwiunting  the  poof 
iiii!ili(v  \rtriotii's  of  wlu>at.  and  they  do  dif>i.»uni  abont  15  or  20  of 
llioiii  lion  !iiis  holpM  n  whole  lot  in  the  h*rd  wheat  producing 
Sliilos,  f>»r  i>xaniplt\  to  pnHluoo  a  Ix-tter  typo  of  wheat. 

Sir  U.MVK.  PisiMum.-i  could  \n  effect  give  v.«  a  three-price  wheat 
j'l:u:     (i\\\   wheat   pri.v,  ca^'ri   market   pri<v.  JiTxi  certificated  blend 

V'-.<'i"!i\ii!M  \\.  Th-iJik  > .-",1  very  mn.-h. 

\".  ■,  c—.  Mt  '.^nr\.  wi'-.ilii  yov.  :den;.:fv  v,v.;-sf"f  fur  the  record. 
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8IAXEMXXT  OF  JOBS  CUILRT,  OOCEAIBKUT,  LEaiSLATIVE  UAI- 
8<nr  OOHKZTTEE,  ABS  HOUSEL  BOHESTS,  NATIOHAL  COBIT 
asOVEBS  A8S0CIATI0H,  BOONE,  IOWA 

Mr.  Cdbbt.  I  am  John  Curry,  of  Boone,  Iowa,  and  I  have  with 
me  Housel  Roberts.  We  are  directors  of  the  National  Corn  Growers 
Association  with  headquarters  at  Boone,  Iowa.  We  would  like  to 
speak  very  briefly  in  behalf  of  that  organization  today  and  we  appre- 
ciate the  opportunity  to  appear  here. 

We  are  farmers,  Housel  and  I.  We  raise  com,  soybeans,  alfalfa, 
raise  hogs,  feed  cattle,  and  generally  operate  in  the  f a^ion  of  family- 
type  farmers  in  western  Illinois. 

Our  foundation  in  the  sociological-economic-political  structure  of 
agriculture  was  laid  in  Knox  Countf  Farm  Bureau,  We  have  each 
served  during  the  last  15  years  as  local  officers  of  County  Farm  Bureau 
and  County  Service  Company,  ea^  are  serving  currently  on  State- 
wide Re^onal  Farm  Bureau  Cooperative  Boani.  We  have  been  di- 
rectors of  National  Com  Growers  smce  1961. 

We  speak  today  in  behalf  of  National  Com  Growers  Association  and 
in  place  of  Walter  Goeppinger,  its  very  able  president. 

We  in  NCGA  have  treen  and  are  a  part  of  the  group  of  27  general 
and  commodity  organizations  referred  to  as  the  coalition  group.  We 
consider  the  unity  that  exists  among  these  organizations  as  most  «i- 
oooraging.  And  we  support  fully  the  coalition  farm  bill,  S.  3068. 

We  favor  continuation  of  the  general  principles  of  the  Food  and 
Agriculture  Act  of  1965  with  the  additions  and  amendments  provided 
in  the  coalition  bill.  Some  of  the  features  we  like  in  this  law  are : 

1.  Its  wide  acceptance.  Over  1,661,000  farms  participated  in  1969, 
to  the  best  of  my  knowledge. 

2.  Its  ability  to  reduce  burdensome  surpluses. 

3.  The  stabilizing  effect  it  has  on  production,  su;[^lies,  and  prices. 

4.  The  projectabUity  of  total  supplies  early  in  a  given  season,  sub- 
ject to  severe  weather  variations. 

5.  Wide  acceptance  of  the  voluntary  concept. 

We  think  one  of  the  advantages  on  reviewing  legislation  for  re- 
newal is  the  opportunity  to  amend,  delete,  and  reemphasize.  Areas  we 
feel  necessary  to  consider  in  review,  at  this  time,  are : 

1.  Price  supports.  Farmers  cling  to  the  concept  of  parity  as  a  use- 
ful measure.  Ninety  percent  of  parity  has  long  been  accepted  as  an 
emiitable  and  just  level  for  agriculture.  We  do  view  with  suspect  any 
effort  to  reduce  support  prices  or  efforts  to  tie  support  prices  to  any 
concept  of  parity  that  tends  to  average  down  support  prices. 

An  example  of  90  percent  support  prices  for  com  that  meet  with 
fanners'  favor  and  acceptance  is  one  in  which  the  loan  price  for  com 
is  $1.15  per  bushel,  and  direct  payments  of  40  cents  ^er  bushel  on  50 
percent  of  projected  yield  times  the  base  acres.  This  is  the  kind  of 
formulation  and  simple  economics  that  is  understood  down  on  the 
fann.  It  is  the  kind  of  formulation  that  encourages  adequate  partici- 
pation in  the  prt^rara.  It  is  the  kind  that  sustains  Main  Streetj  Small 
Town,  U.S.A.  It  is  the  kind  that  lets  food  costs  remain  at  their  rela- 
tively reasonable  levels.  It  is  the  kind  that  lets  our  feed  and  foodstuff 
moffe,  pricewise,  throughout  the  world. 
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2.  At  this  time  we  favor  continuation  of  the  historical  base-acn 
concept.  Acceptance  of  this  metliod  is  fur  from  universal ;  hon-ever,  a 
reasonable  ile^fee  of  vohmtai-y  supply  iimnagenieut  and  tortal  produc- 
tion proj potability  1ms  l)een  7>i'oven  poasible  -with  this  as  a  bo^c  part 
of  the  fann  piogram. 

Aletliods  to  update  the  historical  base  i>eriod  that  recognize  the 
loj'alty  of  loiiy-time  farm  program  participants  as  well  as  the  dilemma 
of  new  farmers  who  are  trying  to  openito  newly  organized  units  with 
inadequate  ba^es  must  be  explored.  The  "new  approacli''^ajid  we  are 
hesitant  to  t^rm  it  at  this  time  because  we  tliijik  the  language  being 
used,  the  tei-ms  "set  aside*'  has  yonie  verj'  ^ood  points  in  it,  but  we 
certainly  don't  want  to  be  negative  toward  it.  We  do  have  some  views 
as  we  see  it  at  this  time  and  as  we  undei"stand  it.  We  refer  to  it  as  the 
"new  approach." 

The  "new  approach,"  which  allows  a  producer  to  retire  a  part  of 
his  base  and  mamtain  his  conserving  base  and  then  plan  as  he  sees  fit 
on  all  of  the  rest  of  his  tillable  acres  meets  some  of  the  requirements  of 
updating  historical  base.  However,  our  first  analysis  would  lead  us 
to  l)eli6ve  that  the  present  approach  to  tliis  concept  would  leJid  to 
exaggerated  excesses  and  shortages  of  crops  involved. 

i  or  example,  in  tlie  com  belt  we  coiild  expect  production  of  5^^ 
billions  of  corn — it  would  very  easily  be  pos.sible  in  a  given  year — ana 
at  the  same  time  liave  insufficient  supplies  of  oats  and  soybeans.  We 
think  the  wide  variations  in  price  and  tlie  scramble  of  farmers  to 
rapidly  shift  production  patterns  would  be  most  unsettling,  "We  tJiink 
tins  is  the  ellect  it  would  have  in  com  and  soybean — in  tEe  com  uul 
soybean  countiy,  which  is  one- base  farms  primarily. 

"We  are  advised,  and  certainly  are  not  experts  in  Uiis  area,  however, 
that  in  wlieat  country  and  in  cotton  country  which  basically  are  in 
multibase  farms  generally,  this  concept  tends  to  lock  farms  into  their 
pi-esent  basic  patterns  because  of  a  provision  requiring  a  20-perceiit 
loss  in  base  in  a  year  that  the  base  is  not  fully  planted. 

One  analysis  would  indicate  tliat  on  this  type  of  farm,  flexibility 
would  be  reduced  from  the  present  position.  We  d(^  however,  en- 
courage the  Secretary  of  Agriculture  to  continue  the  m-depth  ^adj 
of  updating  production  patterns. 

We  wish  to  extend  our  praise  to  liim  for  making  an  early  effort  is 
trying  to  solve  this  problem. 

3.  The  basic  concept  of  the  1965  act  has  been  employed  for  most  of 
a  decade.  It  has  proven  to  have  flexibility,  simplicity,  and  resilience. 
It  has  passed  most  of  the  tests  of  the  socjological,  economic,  political 
requirements  of  agriculture.  We  feel  it  is  time  to  propose  these  «»- 
cepts  as  basic  structuring  for  agriculture  and  enact  them  into  permi- 
nent law. 

Whole  fann  retirement  as  well  as  long-lease  retirement  of  put- 
farms  can  be  valuable  tools  in  the  overaireffort  to  reduce  plant  siie 
of  the  whole  of  agriculture.  We  do,  however,  feel  that  the  costs  o( 
going  this  route  are  quite  large.  The  debate  over  the  effect  on  amll 
towns  will  seriously  hamper  wide  acceptance  of  this  approach. 

Honsel  and  I  do  not  profess  to  be  autnorities  in  international  trade. 
We  do,  however,  believe  that  Walter  Goeppinger,  president  of  NCGA. 
and  John  Butterfield,  vice  president,  are  two  of  the  best  informed 
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agriculture  leaders  relative  to  agricultural  exports.  We  make  onlv 
general  statements  in  this  area.  As  directors  of  NCGA,  we  look  with 
pride  to  the  accomplishments  of  U.S.  Feed  Grains  Council. 

As  citizens  we  try  to  understand  the  worldngs  of  balance  of  trade 
and  the  contribution  of  agricultural  exports  to  it. 

But  as  farmers  we  are  (juite  concerned  about  the  narrow  margins 
between  the  cost  of  production  and  world  price. 

We  reaffirm  our  position  in  opposition  to  limitations  on  payments. 

We  thank  you  for  the  chance  to  express  our  views  before  this 
committee. 

The  Chairman.  Well,  I  notice  that  you  have  been  members  of  the 
Farm  Bureau  quite  some  time. 

Mr.  Cdrrt.  Yes,  air.  We  are  still  members  of  the  Farm  Bureau. 

The  Chairman.  And  you  are  not  in  accord  with  its  proposal. 

Mr,  CuaKT.  We  made  our  position,  Housel  and  I  did,  to  that  orga- 
nization in  1960,  in  which  we  presented  a  resolution  to  the  State  and 
National  organization  and  we  recommended  some  basic  clianges  in 
viewpoint  of  leadership  and  viewpoint  of  public  relations  and  view- 
point of  working  with  other  organizations. 

We  worked  for  a  long  time  in  that  organization  to  bring  tliese  about. 
We  found  we  had  to  fmd  our  board  assertion  in  some  other  way. 

The  Chairman.  Are  many  of  the  farmers  who  belong  to  the  Farm 
Bureau  and  who  are  in  your  ftx  happy?  Can  you  tell  us? 

Mr.  CuRRT.  The  best— — 

The  Chairman.  Can  you  give  us  an  idea  ? 

Mr.  CuRRT.  One  of  the  best  indications  recently  was  a  poll  that  was 
run  in  a  magazine  very  widely  read  in  Illinois,  and  it  indicates 

The  Chairman.  Is  mat  the  Prairie  Farmer  ? 

Mr.  CuREY,  It  indicates 

The  Chairman.  We  have  that  study  in  the  record  already. 

Mr.  Curry,  This  poll,  we  think,  has  borne  out  what  we  have  felt 
for  a  long  time,  and  we  worked  in  many  of  the  phases  of  agriculture 
ia  Illinois  and  especially  through  the  farm  bureau,  and  we  drew  this 
conclusion  quite  a  long  time  ago.  We  are  convinced  that  it  does  bear 
out  the  fact ;  yes. 

The  Chairman.  Well  now,  can  you  tell  us  something  about  the 
consensus  bill  proposed  by  the  Department  ? 

Mr.  CuRRr.  Not  too  much. 

The  Chairman.  Let's  say,  insofar  as  it  affects  corn,  with  which  you 
are  familiar  ? 

Mr.  CuBHT.  I  would  feel  in  com,  for  one  thing 

The  Chairman.  And  soybeans. 

Mr,  CoHRT.  The  sliding  scale  which  I  have  been  advised  is  a 
pertinent  part,  would  tend  to  lower  the  price  of  corn.  We  have  this 
great  fear  among  us.  This  is  a  general  fear. 

Now,  I  would  only  point  out  that  I  am  a  hog  farmer.  Right  now 
this  is  a  good  business.  The  hog  business  is  one  of  the  best  in  agri- 
culture t«lay,  I  buy  a  lot  of  com.  So  I  know  what  the  real  market 
price  of  com  is  throughout  the  year. 

If  I  would  take  the  average  of  the  last  3  years  of  what  I  have  had 
to  pay  for  com,  to  buy  my  com  in  1970  it  would  be  lower  than  what  I 
pMd  for  it  in  1969,  about  5  or  6  cents  a  bushel.  This  concems  me,  not 
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so  much  as  a  hog  farmer,  although  frankly  we  have  long  been  pro- 
ponents that  the  livestock  business,  even  though  the  hc^  businefs  is 
not  reflecting  it  at  the  moment,  is  ultimately  in  long-term  tied  to  this 
production  of  feed  grains  out  there. 

The  Chairman,  Well,  how  much  of  your  com  or  feed  do  you  grow! 

Mr.CuKET.  Igrowabouthalf  of  it. 

The  CHAiRikiAN.  Half  of  it.  Now,  what  do  you  have  to  pay  for  the 
corn  you  buy,  the  feed  grain  you  buy  on  an  average  ? 

Mr.  CtTRRT.  I  pay  from  $1.08  to  $1.14  for  it  this  fall  at  the  harvKt 
low. 

Senator  Gnims.  Do  you  mix  your  own  feed? 

Mr.  Curry.  1  have  it  mixed  in  an  elevator ;  yes. 

Senator  Curtis.  But  you  buy  the  separate  ingredlCTts? 

Sir.  Curry.  Yes,  sir. 

Tile  Chairman.  Can  you  produce  it  as  cheaply  as  you  can  buy  it! 

Mr,  Curry.  There  isn't  too  much  difference,  frankly.  We  Mt  t 
long  time  that  somewhere  between  the  efficient  farmer  in  Illinois  who 
may  be  able  to  produce  for  90  cents,  and  he  averages  1  to  $1.05,  it  is 
very  close  there.  It  depends  a  little  on  whether  you  consider  your 
land  value  today  at  $2.50  an  acre  or  consider  it  back  there  when  your 
father  bought  it  at  $60,  and  this  is  a  basic  difference.  It  depends  whether 
you  arc  borrowing  money  at  production  credit  at  9i^  percent  or 
whether  you  still  have  got  a  bank  connection  that  vou  ate  getting 
some  money  at  7.  These  are  some  of  the  variables  that  are  making 

?uite  a  difference  between  the  higlily  efficient  farmer  and  the  average 
armer. 

The  Chairman.  Are  you  participating  in  the  present  program  i 

Mr.  Curry.  We  have  participated  in  the  program  many,  many 
years.  We  participated  in  this  proErram  everj-  year  it  has  been  in 
effect.  Our  farm  has  a  smaller  wheat  oase  on  it,  50  acres,  that  I  believe 
dates  back  to  the  first  program.  Well,  witli  the  changes  in  between. 

But  this  is  one  thing  that  worries  us  a  little  in  onr  understanding  of 
the  set-aside.  Again  I  say  our  understanding  may  not  be  entirely 
correct,  but  from  what  we  understand  at  this  moment,  do  I  dare,  even 
though  I  might  want  to,  do  I  dare  put  corn  on  that  50-acre  wheat 
base  this  year  and  lose  it  or  is  this  concept  highly  enough  tied  into  the 
future  of  agriculture  that  we  may  not  have  to  oack  up  and  take  another 
look. 

If  I  lose  my  .^O-acre  wheat  base,  I  feel  I  am  lost.  Under  the  present 
program  I  can  substitute  corn  for  wheat  and  if  the  future  indicates 
we  have  made  an  error  and  may  have  to  back  up  and  go  in  another 
direction,  this  is  the  thing  that  concerns  me.  If  you  lose  20  percent* 
year,  in  5  years  it  is  all  gone. 

Tlie  Chairman.  Do  you  want  to  add  anything  to  what  Mr.  Curry 
has  stated  ? 

Mr.  Roberts,  Not  a  great  deal.  I  think  I  would  like  to  emphaaie 
to  the  committee  that  I  am  not  a  ho^  producer  as  Mr.  Curry  is,  >!■ 
though  I  am  somewhat  interested  in  it.  But  the  thing  I  would  lite  to 
bring  forth  is  that  we  don't  feel  a  drastic  reduction  in  price  will  mow 
any  more  crop.  We  don't  feel  that  we  can  stand  a  drastic  reduction 
in  price. 

We  feel  that  we  have  got  to  have  a  basis  here  whereby  we  can  avoid 
disaster. 

Senator  Young.  Could  I  ask  a  question  at  that  point  ? 
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It  has  been  indicated  and  I  think  there  is  a,  distinct  possibility  of 
'reducing  a  lot  of  lOO-bushel-an-acre  wheat.  They  do  it  now  on  the 
-est  coast.  Wheat  has  a  little  higher  feed  value  per  bushel  than  corn, 
oejsn't  it!  And  it  is  raised  usually  on  much  cheaper  land  than  com, 
f  big  wheat  yields  like  this  become  general  it  would  increase  the 
vailability  of  feed  for  livestock.  Do  you  feel  this  would  have  an  ad- 
erse  effect  on  livestock  prices. 

Mr,  Cdrky.  Yes. 

Senator  Bellmgn.  Mr.  Chairman 

The  CiiAiKMAN.  Senator  Curtis? 

Senator  Curtis.  Do  many  of  the  farmers  in  your  area  avail  them- 
ilves  of  crop  insurance? 

Mr.  CoRRT,  Xot  very  much.  I  am  not  entirely  sure  wliv.  The  rates 
i-e  not  quite  as  favorable.  I  suppose  because  we  are  in  a  little  higher 
ail  area  and  hail  insurance  is  more  generally  carried  with  just  the 
rivate  insurance  companies. 

Senator  CnRTis,  Well,  I  won't  dwell  on  it,  but  in  my  area  it  is  in- 
reasingly  becoming  an  instrument  for  farm  credit. 

Mr.  Curry,  This  is  a  good  point. 

Senator  Curtis.  Farmers  take  crop  insurance  and  assign  the  in- 
ir&nce  for  bank  credit,  I  am  told  that  it  is  not  being  utilized  in  some 
jnununities  where  sizable  portions  of  farmers  have  been  taking  out 
rop  insurance,  but  neither  the  bankers  nor  the  county  agents  nor  iha 
&rmers  themselves  happen  to  think  of  it. 

Bnt  in  other  areas  it  has  been  a  very  good  source  of  credit  and 
^metimes  at  more  reasonable  terms. 

That  is  all,  Mr.  Chairman. 

The  Chairman.  Senator  Bellmon? 

Senator  Bellmon.  Mr,  Witness,  I  noticed  when  you  list  crops  that 
ou  raised,  you  didn't  list  wheat.  I  assume  you  are  substituting  com 
jr  wheat 

Mr.  CuRRT.  That  is  my  error.  I  never  thought  about  it  until  right 
ow.  Yes. 

Senator  Bellbion,  You  raise  some  wheat- 
Mr,  CuRRY.  Yes;  ^O  acres,  which  is  a  fairly  large  size  base  in 
llinois. 

Senator  Bellmon.  If  it  weren't  for  the  fact  that  you  have  to  plant 
hat  wheat  in  order  to  keep  your  allotment,  would  you  atill  plant  it? 
)o  you  like  to  raise  wheat  ?  Is  it  profitable  for  you  ? 

Mr.  Curry.  There  are  two  or  three  things,  first. 

We  are  each  concerned,  one,  that  the  livestock  business  needs  a  lot  of 
■idding  and  the  straw  wheat  is  a  substantial  portion  of  it.  One  hundred 
«les  of  straw  at  50  cents  a  hale  amounts  to  $50  an  acre  return. 

Two,  we  are  hesitant  to  lose  our  historical  pattern  here  until  we  feel 
lore  confident  in  the  direction  that  agriculture  is  going.  That  is  one 
■f  the  factors.  We  can  utilize  labor  to  a  little  advantage  in  that  we  bar- 
est in  July  and  plant  in  October.  And  we  might  not  be  quite  so  busy. 
ilkat  is  not  really  a  big  factor. 

I  think  the  straw,  plus  the  hesitancy  to  give  up  anything  until  we 
ee  this  thing  settJin^down,  are  the  important  factore. 

Senator  Bellmon.  Do  you  feel  you  could  make  a  greater  yield  per 
«re  from  soybeans  and  com  than  you  can  from  wheat*  Greater  m- 
»me? 
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Mr.  Curry.  A  greater  return.  "Wheat  coupled  with  the  certificate 
p]an  is  on  par  witli  com  and  with  soybeans,  in  my  opinion,  in  onr 
area.  Our  yields  are  a  little  higher  than  the  national  average,  too. 

SenatorBELLMON.  What  does  your  wheat  normally  yield  pericrel 

Mr.  Curry.  We  have  a  proven  yield  which  means  that  we  nave  got 
a  5-year  record  of  50  bushels. 

Senator  Bellmon.  Can  you  suggest  any  way  that  the  committee 
might  encourage  farmers  who  have  an  inefficiently  small  wheat  allot- 
ment to  give  it  up?  I  can't  see  the  economics  of  a  man  raising  12  acres 
of  wheat.  Frankly,  I  can't  see  the  economics  of  raising  50  acres  of 
wlieat. 

Do  you  have  to  keep  extra  tools^ 

Mr,  Curry.  Kight.  It  does  require  extra  tools.  Many  have  given  up 
their  small  yields  in  Illinois  and  this  present  program — ^I  ajn  talkii^ 
about  Com  Belt  country  now — its  present  program  that  we  have  now  is 
allowing  complete  substitution  and  this  is  what  they  are  doing.  It  doea 
tend  to  move  downward  the  total  price  received  per  acre  for  volontar; 
diversion  when  you  do  this.  But  T  would  say  they  have  done  it  en  nusM 
in  Illinois,  especially  in  southern  Illinois  where  the  price  of  soft  whnt 
is  bringing — I  bought  some  and  paid  $1.08  for  it.  This  is  ridiculous  00 
a  35-biishcl  yield  anticipated. 

With  71^-percent  money  and  $10  an  acre  taxes,  this  is — it  is  just  not 
workable  at  all. 

Senator  Bellmon.  I  want  to  ask  another  question. 

On  page  2  you  refer  to  the  wide  acceptance  of  the  voluntary  cono^ 
I  know  that  the  present  program  is  described  as  being  voluntarr,  bat 
from  tlie  economic  standpoint  just  how  voluntary  is  it  in  your  SWel 
Does  tlie  farmer  really  have  a  choice  t 

For  instance,  if  you  were  farming  on  rented  land,  would  jonr  land- 
lord allow  you  not  to  participate? 

Mr.  Curry.  Oh,  yes.  Unfortunately,  in  Il]inoi8,  that  is  a  probkiD. 
Now,  this  is  not  true  in  Iowa  and  if  Walter  Goeppinger  were  here,  ha 
would  give  a  different  o^iion  of  the  participation  in  Iowa,  where  it 
mns  around  80  percent.  We  are  running  around  SO  percent  putidpi- 
tion,  so  that  means  it  is  an  equal  choice.  It  is  being  dioeen. 

Senator  Bellmon.  I  see. 

That  is  all,  Mr.  Chairman. 

The  Chairman.  Thank  you. 

Anj-thing  else  you  want  to  add  ? 

(No  response.) 

The  Chairman.  Thank  you  very  much. 

_  The  committee  will  stand  in  recess  until  tomorrow  morning  at  10 
o'clock. 

( Wliereupon,  at  1  p.m.,  the  committee  adjourned,  to  leconTOie  at  U 
a.m.,  on  Tuesday,  February  24, 1970.) 
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TUESDAY.   FEBBUABY  24,    1970 

I'.pi.  Sen  AIT.. 
Committee  on  Agriculture  and  Forestry, 
i.  Waa/Unffton,  D.C 

Icoinmittee  metj  pursuant  to  recess,  at  10;10  a.in.,  in  room  324, 
tbate  Office  Building,  the  Honorable  AUeai  J.  Ellender  (chair- 
»*siding. 

imt :  Senatoi-s  Ellender,  Jordan  of  Nortli  Carolina,  AUen,  Aiken, 
ICurtis,  and  I3ellmon. 

Chaisman.  The  committee  will  please  come  to  order. 
lis  a  continuation  of  the  hearings  on  the  extension  of  tlie  present 
till  or  the  creation  of  a  new  one,  and  the  first  witness  for  this 
ig  is  Mr.  Ilealy,  secretary  of  the  National  Milk  Producers 
Iticm. 
Bealy,  you  may  proceed,  sir. 

BENT  OF  PATMCK  B.  HEALY,  SECEETAEY,  NATIOHAL  MILK 
PEODUCEKS  EEDBRATION 

Bealy.  Thank  you,  Mr.  Cbairman. 

iame  is  Patrick  B.  Healy.  I  am  the  secretary  of  the  National 
producers  Federation  with  offices  at  30  F  Street  Northwest, 
Igton,  D.C.  Mr.  Chairman,  I  have  quite  a  lengthy  slatement 
I  would  like  to  file  with  your  permission,  and  make  some  brief 
Bts. 

Chairman.  Without  objection,  that  will  be  done.  You  may 
I  to  highlight  it. 
5ealt.  Thank  you,  air. 

I>olicy  positions  enumerated  by  the  federation  are  the  only 
»ide  expression  on  national  public  policy  related  solely  to  dairy 
jr  and  their  cooperative  associations.  This  statement  will  reflect 
lires  of  dairy  farmers  and  their  cooperatives  with  regard  to 
toints  which  we  think  are  necessary  to  the  continued  good  op- 
flf  their  markets. 

bihairman,  I  think  it  is  appropriate  at  this  time  to  say  that  the 
armers  of  this  Nation  are  generally  satisfied  with  the  basic 
ion  that  they  have,  the  legi^ation  which  provides  for  the  co- 
re structure,  the  legislation  which  provides  for  price  supports, 
}  legislation  which  provides  for  market  regulatory  programs, 
teral  order  system,  and  so  on. 

tor  Aiken.  You  do  not  think  they  are  ready  to  give  up  their 
Brketing  orders  ? 
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Mr.  Hb.\ly.  No,  sir.  What  we  are  proposing  here  today  are  seven 
ways  in  wliicli  this  basic  legislation  can  bechangedsoas  toimprorcits 
oi>eration  iii  the  markets. 

We  believe,  first,  that  there  should  be  certain  amendments  to  the 
Marketing  Agreement  Act  of  1937.  We  tliink  there  should  be  an  amend- 
ment to  the  Agriculture  Act  of  1949,  We  are  endorsing  an  extension  of 
the  authority  oeyond  June  30  of  this  year  to  reimburse  fanners  for 
losses  due  to  i)esticide  residues.  We  are  urging  the  comraitt€e  to  extend 
the  anthorily  Iwyoud  June  30  of  this  year  for  the  special  milk  proerun. 
Similarly,  we  urge  you  to  extend  the  authority  beyond  December  31 
of  this  year  for  the  Department  of  Agriculture  to  provide  railk  ind 
dairy  products  to  the  Armed  Forces  in  veterans  hospitals.  We  again 
urge  effective  legislation  to  regulate  the  import  of  dairy  products  and 
we  want  to  discuss  with  the  committee  a  little  bit  about  the  need  to 
support  prices  for  manufacturing  milk  at  90  percent  of  parity  under 
the  current  authority  in  the  law. 

First,  Mr.  Chairman,  we  would  like  to  address  ourselves  to  amend- 
ments to  tlie  Agricultural  Marketing  Agreement  Act  of  1937.  The 
federation  supports  two  measures  to  amend  this  act  the  firat  of  which 
is  contained  in  S.  3483  and  is  a  method  for  distributing  the  returns 
from  the  sale  of  milk  among  dairy  farmers  supplying  a  Federul  milk 
marketing  order. 

The  second  is  in  S.  2015,  which  would  authorize  the  deduction  of 
funds  from  (he  pool  in  order  to  finance  educational  research,  pro- 
motion, and  advertising  pro-ams. 

We  would  like  first,  to  addrpss  ourselves  to  S.  3483,  which  would 
amend  the  Agricultural  Marketing  Agreement  Act  in  three  ways. 
Fii-st  of  all,  it  would  provide  for  a  continuous  and  a  modified  and  im- 
proved class  I  base  plan. 

Secondly,  it  would  ])rovide  for  the  continuation  of  seasonal  ban 
plans.  And  third,  it  would  provide  specific  statutory  authority  for 
the  Louisville  plans  which  are  designed  to  maintain  prices  of  milkto 
handlers  at  a  stable  level  and  a  just  return  seasonally  to  producers. 

The  provisions  of  S.  3483  modify  the  class  I  base  plan  which  was 
contained  in  the  Food  and  Agriculture  Act  of  1965.  We  have  worked 
with  ilembers  of  the  Congress,  mth  the  Department  of  Agricultun, 
and  within  our  own  organization  and  have  substantial  agreement  on 
these  modifications.  The  base  plan  as  it  is  now  included  in  the  Food 
and  Agriculture  Act  expires  December  31  of  this  year.  One  of  the 
changes  which  we  are  proposing  in  this  law  is  to  remove  the  termi- 
nation date,  make  it  a  pennanent  part  of  the  Agricultural  Marketing 
Agreement  Act. 

The  CiiAiiiMAN.  As  written? 

Mr.  IIkaly.  No,  sir.  With  the  modifications  that  we  propose  here  thii 
morning.  And  make  it  a  |>ermanent  part  of  the  act. 

Tlic  CiiAiRirAx.  Well,  what  about  the  one  included  in  the  bill  that 
we  are  considering? 

Mr.  IfEAi.Y.  Tlie  one  that  is  in  the  bill  that  we  are  considering  in- 
cludes tlie  modifications  and  the  removal  of  the  termination  date, 
yes.  sir. 

The  Cii.uRMAx.  Well,  in  other  words,  tliat  is  tlie  bill  that  has  beoi 
proposed  by  the  27  or  28  associations ? 
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Healt.  Originally — yes.  We  are  a  part  of  this  coalition. 
Chairman.  Coalition. 

Healt.  And  we  originally  wrote  this  bill  into  the  coalition  bill, 
ce  that  time,  after  work  here  particularly  in  the  Congress,  there 
«en  certain  modifications  proposed.  We  have  talked  just  this 
rith  the  members  of  this  coalition  group  who  have  agreed  to 
the  modifications  which  are  before  this  committee  in  S.  3483. 
Chairman-.  Now,  are  you  familiar  with  the  consensus  bill  that 
nproposed  by  the  Department  as  a  consensus  bill  ? 
Healy.  Yes,  sir,  and  S.  3483  as  it  is  before  this  committee  is 
al  to  the  consensus  bill,  to  the  class  I  base  provisions. 
Chairman.  Yes,  I  understand. 

Healt.  We  have  almost  virtually  complete  agreement  on  this — 
provisions  of  this  base  plan  within  the  Department  of  Agricul- 
ithin  at  least  at  this  time  the  House  Committee  on  Apiculture, 
the  farm  groups,  and  I  think  we  have  worked  this  thing  out  to 
.t  is  generally  acceptable  by  all  parties. 

itor  Aiken,  There  is  general  dissatisfaction  with  the  operations 
E*uget  Sound  base  plans  operation, 

H"t"'v   There  is  general  dissatisfaction  with  the  rigidity  of  that 
ud  tiiis  bill  here  takes  care  of  the  things  we  have  learned  in  8 
D  operating  that  plan  out  there, 
itor  Aiken.  That  is  the  only  one. 

Healt,  That  is  the  only  one,  I  might  say,  Senator,  that  there 
markets  in  this  country  which  have  displayed  some  interest, 
g  in  degrees,  in  putting  a  base  plan  in  should  we  get  these  pro- 
.  that  we  are  asking  for  here. 

.tor  Aiken.  However,  some  are  for  the  new  base  plan  with 
ments,  which  probably  would  be  adapted  for  themselves,  I 
tand. 

Healt.  May  not,  but  I  would  say  that  if  we  get  the  law  amended 
ire  proposing  here,  there  will  be  a  substantial  number  of  mar- 
;king  a  plan. 

.tor  Aiken.  I  agree.  Some  of  them  may  want  to  wait  a  couple 
8  and  see  how  it  operates  as  revised. 

Chairman,  Well,  to  what  extent  does  this  new  plan  that  you 
iposing,  that  is,  included  in  the  bill — does  away  with  the  blend 

Healt.  Well,  that  is  its  whole  purpose,  Mr.  Chairman. 

Chairman.  I  know,  but  you  are  for  that. 

FIealt.  Yes,  sir. 

Chairman,  In  other  words,  you  are  for  giving  a  better  price 

milk  that  is  produced  for  direct  consumption  ? 

Healt.  Yes,  sir. 

Chairman.  And  give  a  better  support  price  for  the  milk  that 

for  manufacturing. 

Healt.  That  is  correct. 

Chairman.  But  I  have  been  contending  that  for  a  long  tune, 

know. 

Healt.  I  know  that.  We  were  very  happy  to  bring  this  to  you 

lecause  we  know  of  your  feeling  on  it. 

Chairman,  Well,  I  am  happy  that  has  occurred  and  the  only 

-I  object  that  it  took  so  long  to  come  to  that  conclusion. 
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Mr.HE.\LT.  This,  of  course 

Tlie  C'HAinMAS.  I  am  verj-  hopeful 

Mr.  Heai,y.  This,  of  course,  will  not  become  a  mandatory  law  bnt 
will  be  available. 

The  Chairman.  I  understand. 

Mr.  IIeai.t.  Jtecause 

The  Chaihmax.  But  stili,  those  who  desire  to  participate  in  such  t 
projjram  may  do  it, 

Mr,  Healt.  Will  have  it  available,  yes,  sir. 

Tho  Chairman.  All  right. 

Mr.  Healy.  And  I  must  a^ain  emphasize  to  the  committee  that 
S.  3483  is  a  consensus  bill.  It  is  something  that  has  been  worked  out 
among  all  of  the  parties  which  have  an  interest  in  this  program,  both 
ill  tlie  Congi-ess,  m  the  Department  of  Agriculture,  and  among  the 
farm  groups  of  the  country.  So,  it  is  a  very  precise  thing,  too.  It  is 
something  which  we  learned  last  time  can  be  changed  substantially 
by  just  a  little  rearranging,  so  we  would  endorse  this  thing  to  yon 
as  it  is  written. 

It  does,  as  we  pointed  out,  remove  the  termination  date — makes  ade- 
quate provision  for  new  producers  while  at  the  same  time  to  a  reason- 
al)le  degree  protects  the  status  of  tlie  establislied  producers  in  the 
market.  It  is  in  the  last  analysis.  Senator,  a  method  under  which  farai- 
prs  distribute  money  which  is  already  theirs.  It  does  not  affect  the  price 
to  handlers  or  to  consumers.  It  ends  for  nil  time  where  it  is  used  this 
base  race  which  has  accelerated  production  needlessly  in  many  ma^ 
kets  in  this  country.  It  is  a  good  piece  of  legislation.  It  is  somefhinjr 
that  the  milk  producers  of  this  Nation  have  sought  since  1961  and 
if  we  ran  have  it,  it  is  one  more  thing  that  we  can  put  behind  us  and 
go  on  about  our  business. 

The  second  pai-t  of  that  same  bill  provides  statutory  authority  for 
seasonal  bases.  It  provides  for  an  arrangement  under  which  prices  can 
bo  increased  during  the  fall  months  of  the  year  to  encourage  p^odu^ 
tion  when  the  milk  is  needed  and  wlien  the  animals  normally  wonld 
not  produce  as  much,  and  for  lower  prices  during  the  summer  months, 
the  spring  months,  when  the  normal  process  would  make  more  milk 
available  to  the  market. 

It  has  a  third  provision  which  allows  for  the  so-called  Louisrille 
plan  which  provides  statutorj'  authority  for  the  Louisville  plan  which 
IS  now  used  by  some  18  orders  in  the  country.  Under  tnis  STstem 
certain  amounts  of  money  are  taken  out  of  the  pool  during  the  pesk 
prndurtion  seasons  and  fe<l  back  into  the  pool  during  the  short  proauc- 
tion  seasons.  This  has  two  advantages.  First  of  all,  it  allows  for  stable 
pricing  to  handlers,  and  second,  does  provide  this  incentive  for  level- 
ing production  in  tlie  markets  so  we  do  not  have  way  to  much  in  the 
spring  and  not  quite  enough  in  the  fall. 

This  has  Ix-eii,  we  believe — wc  believe  it  is  currently  authoriwd 
under  the  act.  The  Department  of  Agriculture  has  suggested  that  vt 
seek  specific  statutorv  aiithoritv  for  this.  It  is  a  commonly  used  part  of 
tho  orders  and  onp  which  could  well  be  written  specifically  into  the 
act. 

The  second  major  amendment  which  we  are  suggesting  to  the  Mar- 
keting Agreement  Act  deals  with  the  authority  to  use  pool  funds  undfr 
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the  order  program  to  support  advertising,  research,  promotion,  edu- 
cational programs  as  to  muk  so  as  to  increase  their  sales.  The  program 
would  work  as  follows :  Funds  would  be  deducted  from  the  total  pool 
of  mon^-  available  to  fanners.  Again,  we  are  speaking  of  farmers' 
money.  The  milk  is  sold  in  the  market,  the  money  is  accumulated  in  tlie 
pool,  and  certain  parts  of  tliat  would  be  set  aside  for  use  by  a  producer 
Mmmittee  elected  in  the  market  for  certain  specific  uses;  advertising, 
research,  promotion,  development. 

The  Chairman.  Is  there  a  limitation  as  to  how  much  could  be  used 
lut  of  the  pool  ^ 

Mr.  Healt.  No,  sir,  no  limitation. 

The  Chairman.  It  is  left  to  the  management? 

Mr.  Healt,  The  specifics  of  this  plan  would  be  developed  just  as  the 
ipecifics  of  any  part  of  an  order  drawn  or  through  the  hearing  procesa 

Senator  Aiken.  Would  these  deductions  be  put  in  separate  funds 
)r  would  they  be  combined  with  the  ADA  or  would  that  depend  upon 
;he  order  area? 

Mr.  He.\ly.  This  would  depend  upon  the  order  area.  The  legisla- 
:ion  pro\'ides  that  there  would  be  a  producer  committee  which  would 
lirect  the  funds  and  they  could  well  be  directed  to  ADA  or  to  National 
Dairy  Council  or  to  this  new  DDI  that  is  in  your  part  of  the  country 
it  the  direction  of  this  producer  committee. 

Senator  Aiken.  Now,  is  it  tlie  ADA  that  raises  about  a  million  and 
I  half? 

Mr.  He-^ly.  The  ADA  raises  about  $15  million. 

Senator  Aiken.  $15  million? 

Mr.  Healy.  Yes,  sir. 

Senator  Aiken.  I  guess  probably  it  is  our  area  that  raises  about 
ine  and  a  half. 

Mr.  Healt.  That  would  be  close  to  right. 

Senator  Aiken.  I  have  noticed  they  get  out  some  very  different 
publicity  advertising  on  TV  than  they  had  before. 

Senator  Jordan.  Would  this  fund  be  handled  by  your  producers? 

Mr.  Healt.  Yes,  sir.  There  would  be  arrangements  developed 
through  the  hearing  process  to  put  together  a  committee  of  producers 
to  administer  the  funds. 

Senator  Aiken.  I  believe  the  State  of  New  Hampshire  has  a  con- 
stitutional prohibition  against  this.  How  do  we  got  around  that! 

Mr.  Healy.  Well,  in  the  first  place 

Senator  Aiken.  I  know  90  percent  of  them  are  voluntary. 

Mr.  Healy.  00  percent  of  them  are  voluntary  but  if  it  were  legally 
impossible  to  do  this — we  would  be  able  to  separate  out  those  who 
could  not  contribute  or  who  must  contribute  voluntarily  and  take 
moneys  which  were  developed  by  the  milk  farmers  elsewhere.  I  do 
not  think  it  is  necessary  for  us  here  this  morning  to  impress  this  com- 
mittee with  the  necessity  for  advertising  milk  and  for  conducting  nu- 
trition research  and  educating  people  as  to  its  nutritive  value.  I  think 
the  important  thing  to  emphasize  is  that  the  collection  costs  on  these 
Toluntarj-  programs  are  so  great  that  much  of  the  farmers'  monev 
which  is  generated  is  unable  to  be  spent  for  the  purpose  for  which  it 
is  deducted.  It  costs  tremondoiis  amounts  of  money  to  continuously 
convince  farmers  that  they  should  advertise  and  to  arrange  for  the 
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collection  of  these  funds.  If  we  were  able  to  have  this  legislation,  we 
■would  go  througli  the  normal  hearing  process  that  we  do  now  as  it 
relates  to  anv  provision  of  any  order.  The  Secretary  would  as  a  result 
of  that  hearinfj;  record,  de^-eJop  a  program.  He  would  put  it  to  the 
fanners  for  lefcrendum.  It  would  take  the  positive  vote  of  two-thirds 
of  the  fanners  to  put  the  program  into  existence.  If  at  any  time  50 
percent  of  the  fai-niers  or  one  more  than  50  percent  decided  that  they 
did  not  want  the  progi-am.  they  niei'cly  have  to  notify  the  Secretary 
and  it  is  out.  So,  we  are  not 

Tlie  Chairman.  Would  this  advertising  be  nationwide  or  restrict«dt 

JIi'.  Heai-y.  It  could  be  either.  Senator.  'Diis  would  be  at  the 
discretion  of  this  producer  committee. 

The  CiiAiRM.\x.  And  the  law  is  broad  enough  to  make  it  nationwide! 

Mr.  Healt.  Broad  enough  to  make  it  nationwide,  broad  enough 
to  allow  these  funds  to  be  used  in  the  programs  which  are  now  in 
existence  such  as  dairj'  council  and  ADA,  but  also  broad  enough  to 
allow  this  local  producer  committee  to  make  up  its  own  mind  what 
it  wants  to  do  with  its  own  money. 

The  Chairmax.  Sow,  how  about  the  voting  of  members  of  the 
coopei-ative  ?  Could  a  cooperative  cast  it  for  all  its  members  or 

Mr.  Healt.  Under  the  legislation  that  we  have  in  now,  it  would 
be— a  vote  would  be  made  by  the  cooperative  association.  There  is,  aa 
you  probably  know,  some — I  should  not  say  some,  but  considerable 
controversy  over  this. 

The  Chairman.  Yes,  I  know  that. 

Mr.  Hej\ly.  We  are  currently  working  with  the  farm  organizaticm 
which  has  raised  this  jwtint  and  I  would  say  are  closer  to  resolving 
this  point  of  conti-ovei-sy  between  this  legislation  and  their  views  on 
it  than  we  ever  have  l)een,  and  I  would  espect  that  within  a  year  we 
should  be  able  to  resolve  this  and  hopefiilly  bring  legislation  to  the 
Congress  in  which  all  parties  are  in  agreement  just  as  they  are  now  on 
the  class  I  base  plan. 

The  Chairmax.  Well,  could  you  give  us  an  idea  as  to  w*hetheror 
not  we  might  put  into  the  law  a  provision  that  would  be  permissiw 
and  not  have  to  come  back  to  Washington,  to  the  Congress  for 
additional 

Mr,  IIeai.y.  This  bill  as  we  have  pi-oposed  it  here  is  again  permis- 
sive legislation.  It  is  only  enabling  legislation  just  as  the  class  I  base 
plan  is.  It  is  left,  to  the  discretion  of  the  farmers  in  each  market  as  to 
whether  they 

The  Chairman.  I  understand  fliat,  but  I  mean  as  to  the  method  of 
voting. 

Mr,  ITeai.v.  This  is  one  [wssiliility,  Mr.  Chairman, 

The  Chairihan.  Well,  if  we  could  (Jo  that,  I  think  it  would  be  better 
than  to  postpone  it.  Ix-causc,  as  you  know,  there  is  a  lot  of  opposition  to 
having  one  cooperative  vote  the  views  of  maybe  1,500  members. 

Senator  Aiken.  They  are  supposed  (o  have  the  consent  of  51  percent 
of  their  nieml)ers  to  do  tliat,  I  Iwlieve. 

Mr.nE.\Ly.  Thatisconecl. 

Senator  Aikex.  And  that  is  where  the  saving 

Mr.  IIeai.y.  Well,  I  think  that — Senator  Aiken  points  out  they  are 
supposed  to  have  51  percent  of  their  members  before  they  do  someflung 
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like  this,  bat  it  works  out  that  before  tliey  would  go  into  something 
like  this,  they  would  have  virtually  complete  support  of  their  member- 
ship because  if  they  were  to  vote  the  board  of  directors  to  take  money 
from  their  members'  funds  to  spend  you  can  bet  that  they  would  be 
pretty  sure  that  most  of  the  people  wanted  it. 

Semator  Aiken.  They  would  not  do  it  unless  they  had  a  very  large 
majority,  I  am  sure. 

Mr,  Heai.t.  And  furthermore,  Mr.  Chairman,  we  have  always  looked 
upon  this  thing  as  a  marketing  device.  It  is  part  of  the  market.  You 
must  collect  the  milk.  You  must  find  a  market  for  it.  You  must  adver- 
tise it.  You  must  do  research.  You  must  do  these  things  to  properly 
market  milk  and  it  is  as  much  of  a  marketing  technique  and,  therefore, 
the  business  of  the  board  of  directors  of  the  cooperative  as  any  other 
part  of  the  marketing  process  might  be. 

My  organization  stands  fully  behind  this  legislation  as  it  is  before 
the  Congress.  We  would  not,  liowcver,  want  a  controversy  which  we 
recognize  as  being  in  existence  to  preclude  the  adoption  of  other  legis- 
lation which  we  are  proposing  because  I  believe  that  we  are  very  close 
to  resolving  this  controversy.  Maybe  your  suggestion  is  a  point  around 
which  we  can  develop  a  solution  to  this  controversy. 

The  Chairmak.  Well,  I  wish  you  would  give  it  thought.  The  prob- 
lem of  having  so  many  to  vote  for  a  plan  on  its  own  so  that  each  in- 
dividual can  cast  his  own  vote. 

Mr.  Healt.  Well,  this  is  one  of  the  solutions  that  is  possible.  Our 
people  have  been,  of  course,  charged  with  the  responsibility  for  market- 
mg  this  milk  for  upward  of  50  years  and  we  think — they  think  they 
have  done  a  very  good  job  in  doing  this  and  they  think  this  is  another 
tool  that  can  be  used. 

Senator  Aiken.  Why  not  say  the  directors  of  a  cooperative  with  the 
consent  of  two-thirds  or  more  of  their  members  could  cast  a  vote  for 
all  of  them  ? 

Mr.  Healt.  This  might  be  another  solution. 

The  Chairman.  I  think  there  is  a  possibility  of  doing  it  in  this 
legislation. 

Senator  Aiken.  Yes. 

Mr.HEALY.  Very  good. 

The  Chairman.  Instead  of  discussing  it  further,  let  us  try  to 

Senator  Aikkn.  Put  a  hedge  in  there  somewhere. 

Mr.  Healt.  We  will  pursue  this  vigorously.  Senator. 

Senator  Aiken,  And  then  later  on  if  we  think  it  is  advisable 

The  Chairman.  Well,  it  is  easier  to  do  that 

Senator  AiKEX.Kemove  the 

The  Chairjian  (continuing).  Than  to  wait  and  wait  and  put  a 
complete  program  in,  I  woula  rather  try  to  have  some  kind  of — some 
langimere  m  there  would  permit  *his  to  happen. 

Mr.  Healt.  Right.  Let  us  pursue  that  because  we  are  in  communica- 
tion with  the  people  who  oppose  it. 

The  Chairman.  Now,  as  you  know,  we  had — you  know  Dave  Pierce 
from  my  State,  secretary  of  agriculture  ? 

Mr.HEALY.  Yes, indeed. 

The  Chairman.  He  has  done  pretty  well  for  the  milk  people  in  Lou- 
isiana and  southwest  Mississippi,  and  I  hope  that  nothing  in  this  bill 
will  prevent  him  from  continuing  to  do  that  if  it  is  possible. 
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Mr.  Healt.  Xo.  I  will  tell  v^u,  tlic  j^ople  in  your  State  of  Louisiana 
generally  support  tliis  bill.  All  of  the  milli  producer  groups  down  there, 
and  I  know  the  people  ho  very  closely  with  them  that  they  must  be  in 
agreement  on  it.  I  have  not  t  nlkecl  to  tliem  about  it. 

While  wo  are  on  this  subject  of  advertising  milk,  it  is  extremely 
important  now  with  tlie  advent  of  the  ersatz  milks  which  are  appearing 
in  the  market — many  of  these  products  are  little  more  than  mixtures  of 
chemicals  and  water.  The  Pood  and  Drug  Administration  has,  I  think, 
got  away  out  ahead  of  itself  in  approving  some  of  these  things.  Much  to 
their  later  sorrow  after  thev  get  some  clinical  data  on  them,  they  dis- 
cover that  they  made  horrible  mistakes  and  must  pull  back. 

Right  now  Food  and  Dnig  Administration  is  in  the  process  of 
issuing  a  standard  for  imitation  milk.  There  is  virtually  no  imitation 
milk  sold  in  the  market  today  and  why  they  feel  that  they  have  got  to 
waste  their  time  and  their  money  and  the  talents  of  their  people  to 
provide  a  standard  for  something  that  is  almost  not  sold  without  having 
the  clinical  data  available  to  discern,  to  decide  whether  these  products 
are  lit  food  for  the  people  who  normally  drink  milk. 

Senator  Jordan.  Are  yo"  talking  about  Pream  and  that  type  stuff! 

Mr,  Healy.  No,  sir.  t  am  alking  about  pure  imitation  milk  which 
is  really  a  mixture  of  chemicals  and  water  and  they  are  ri|^ht  in  the 
process  today  of  developing  a  standard  for  this  stuff  which — it  is 
again  something  on  which  eveiybody  in  my  industry  is  united.  We 
oppose  it.  We  think  that  it  is  a  terrible  waste  of  the  time  for  this 
agencv  to  engage  in.  We  think  that  it  is  dangerous  for  them  to  be  do- 
ing it  "because  wo  do  not  know  what  this  stuff  is  going  to  do  after  people 
drink  it  for  a  while,  and 

Senator  Curtis,  What  is  the  origin  of  the  chemicals! 

Mr.  Healt.  I  do  not  know,  Senator,  One  of  the  basic  chemicals, 
sodium  caseinate,  which  has  its  origin  in  milk ;  but  the  others,  I  really 
do  not  know  what  they  are.  I  am  not  qualified  to  know. 

Senator  Corns.  Do  you  know,  Mr.  Chairman  j 

The  CiLviBMAN.  No,  I  do  not.  All  that  is  a  secret,  you  know. 

Mr.  H>:,\i,Y.  But  there  has  l>een  absolutely  no  clinical  work  dcxieon 
this  at  all.  They  have  done  very  little  animal  work  on  it.  Thev  an 
able  to  say  that  it  is  chemically  equal  to  milk.  We  do  not  mow 
whether — we  can  stack  fat  np  beside  coal,  for  instance,  and  have  the 
same,  chemical  energy.  We  must  be  careful  of  this  product.  I  would 
think  it  might  be  a  real  service  for  this  committee  to — or  at  least  the 
members  of  tliis  committee 

Senator  Jordax.  Maybe  that  thought  hit  them  when  they  saw  some 
of  this  milk.  Tlioy  used  to  say  about  milk  that  the  farmers  saw  a 
branch  on  the  way  to  town  and  it  loohtnl  a  little  bit  blue. 

Mr.  IIf.,ma-.  IVe  have  solved  that.  I  think  it  would  be  a  very  good 
thing  for  members  of  this  committee  to  be  sure  that  the  Food  and  Drup 
Administration  knows  what  it  is  doing  before  it  issues  this  standard 
wliicii  will  be  used. 

Senator  Ciktis.  Heftire  you  leave  that  subje*:'*,  I  would  like  to  know 
are  there  any  comjjanies  that  in  any  way  benefit  from  our  existing 
milk  i>rogram  or  what  you  proi>osp  here  who  are  dabbling  in  this 
imitation  field  ?  You  do  not  need  to  name,  them.  I  just,  want 

Mr.  He.\lt.  Yes,  there  are.  Senator  Jordan  brought  up  this  imita- 
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tion  cream  thing  and,  of  coursp,  many  of  them  do  produce  and  market 
tills,  yes. 

Senator  Curtis.  And  by  that  you  mean  that  they  benefit  financially 
from  this. 

Mr.  Healt,  Oh,  I  would  think  so.  They  put  a  lot  of  money  into 
promoting  it,  so  I  would  judge 

Senator  Cinms,  Do  they  benefit  financially  from  the  Government 
program  on  milk  ? 

Senator  Jordan.  No,  No  milk  is  involved  in  it  at  aJL 

Mr.  Healy.  No.  We  are  fearful  that  they  will  benefit  financially 
from  the  use  of  this  imitation  standard  if  Food  and  Drug  administers 
it  because  then  they  will  uHe.  that  as  a  springboard— — 

Senator  Ctthtis,  What  I  am  getting  at,  ai-e  we  using  th©  power  and 
tJie  funds  of  the  Government  to  assist  manufacturers  and  distributors 
of  dairy  products  who  in  turn  are  engaged  in  the  synthetic  competi- 
tion to  dairy  products? 

Mr.  Healt.  I  believe,  Senator,  that  tlie  basic  programs  which  this 
committee  oversees  are  designed  to  benefit  farmers. 

Senator  Curtis.  I  understand  that. 

Mr.  Healy.  They  do  to  this  degree,  to  the  degree  that  they  provide 
a  stable  market  for  the  proprietary  handlers  of  milk  to  move  their 
pi-oduct  they  benefit  tjiose  people.  I  do  not  Ijelieve  tJrnt  there  la  any 
direct  beneht  to  proprietary  handlers  fioni  these  programs,  I  would 
say- — I  return  again  to  this  Food  and  Drug  thing — if  this  is  issued, 
then  this  will  b©  merely  a  tool  which  they  will  use  to  promote  this 
product  about  whicli  so  little  is  known  and  in  that  respect  I  would 
answer  yes  to  your  question,  that  this  would  be  an  action  by  the  Gov- 
ernment which  would  aid  people  in  preying  on  a  market  wuich  farm- 
ers have  developed  for  a  highly  nutritious  food. 

Senator  Curtis.  Then,  it  would  be  an  action  by  Goveniraent  by  rea- 
son of  the  approval  of  the  Pure  Food  and  Drug  ? 

Mr.  Healy.  Right,  that  is  coiTect. 

Senator  Curtis.  Because  they  use  that  as  a  selling  gimmick,  that 
Pure  Food  and  Drug  have  approved  it  or  something  or  other. 

Mr.  He-^ly.  Yes,  sir;  and  you  know,  along  that  same  line,  I  do  not 
have  this  in  my  statement  but  I  think  it  is  again  sometliing  that  this 
committee  sliould  know  of.  There  is  a  law  whicli  says  that  oleomar- 
garine cannot  prey  upon  the  market  which  butter  has  developed  for 
Itself.  This  law  has  been  assigned  for  administration  to  the  Federal 
Trade  Commission.  I  am  sure  that  all  of  you  have  seen  these  advertise- 
ments which  have  appeared  on  televiaon  in  the  last.  6  months  to  an 
increasing  degree.  They  are  clearly  in  violation,  not  only  of  the  law 
which  Congress  passed,  but  of  the  law  as  tested  by  the  courts. 

We  have  made  five  complaints  on  five  companies  which  are  clearly 
in  violation  of  this  law  to  the  Trade  Commission  and  I  have  been  told 
by  one  of  the  members  of  the  Commission,  one  of  the  Commissioners, 
that  we  are  to  receive  a  letter  very  shortly  telling  \is  that  this  is  a 
trivial  matter  and,  therefore,  they  are  not  going  to  waste  their  time  on 
it.  And  when  this  Congi-ess  passes  a  law  and  the  President  signs  that 
law  and  assigns  it  to  a  Government  agency  to  administer,  I  cannot 
believe  that,  it  is  a  trivial  matter  tliat  they  should  not  make  these  com- 
panies obey.  I  think  it  is  a  terrible  thing. 
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The  Chairman.  WcU,  you  are  not  oi)poscd  to  oleoinargerine  com- 
panies making  oleo  look  and  taste  like  butter. 

Mr.  Hkaly.  N'o,  sir.  Tlicy  Imvc  done  tliat.  What  I  am  complaining 
alwut,  Seiiutor,  is  t  lie  iioneiif  orccmeiit  of  tlic  law.  There  ia  no  law  whi<£ 
precludes  that  but  there  is  one  which  precludes  their  trading  on  dairr 
terms  when  they  advertise,  and  we  cannot  get  that  law  enforced  and 
I  think  that  is  a  terrible  thing. 

Senator  Jordan.  What  you  are  saying  about  their  synthetic  milk, 
if  you  want  to  call  it  that,  is  that  it  could  be  a  competitor  to  milk. 

Mr.  Healy.  It  could  bcj  yes,  sir. 

Senator  Joiu)an.  That  is  wiiat  you  are  fearful  of. 

Mr.  Healt.  Yes,  sir. 

Senator  Jordan.  Well,  I  can  understand  that,  but  I  also  would  say 
without  any  hesitation  anybody  who  can  develop  a  product  that  is  good 
and  is  nutritious  and  does  not  harm  anybody  has  a  right  to  sell  it. 
I  do  not  care  what  it  is  made  out  of. 

Senator  Curtis.  But  Pure  Food  and  Drue  do  not  have  all  the  an- 
swers. I  would  still  rather  drink  milk  than  coal  or  petroleum. 

Senator  Jordan.  1  think  1  would,  too,  but  tliat  still  does  not  preclnde 
somebody  from  making  something  that  is  wholesome  and  selling  it. 

The  Chairman.  I  wish  they  could  apply  that  to  cotton  and  get  my 
friend  from  North  Carolina  hero  to  use  more  cotton  in  his  miUs. 

Senator  Jordan.  lie  wants  to  do  away  with  nylon.  It  is  all  light  with 
me. 

Mr.  Heai.y.  Senator,  we  make  no  objection  whatsoever  to  the  devel- 
opment of  food  pHKiucts  and  their  sale  in  the  market.  Our  major  ob- 
jection here  today  as  regards  this  imitation  milk  is  that  we  do  not 
know  whether  it  is  a  food  product  and  if  Food  and  Drug  issues  this 
standard  for  identity,  it  will  by  decree  become  a  food  priMuct  and  W6 
have  seen — our  most  recent  example  is  these  cyclamates.  I  do  not  know 
what  is  good  or  bad  about  them  but  here  all  of  a  sudden — they  wen 
things  that  could  be  used  and  all  of  a  sudden  they  were  not,  as  soon 
as  clinical  data  was  available,  and  I  think  Food  and  Drug  ought  to  be 
very  careful  with  diddling  with  this  milk  which  has  nurtured  the 
human  race. 

The  Chairman.  But  all  of  these  problems,  of  course,  are  within  the 
jurisdiction  of  other  committees.  I  hoi>o  we  can  deal  with  milk  and 
butter. 

Mr.  Hkaly.  Yes,  sir. 

Senator  Miller.  What  agency  did  you  Siiy  you  have  not  been  able  to 
get  to  move  on  this  abuse  of  advertising? 

Mr.  Healt.  The  Federal  Trade  Commission. 

The  ( 'uAiRMAN.  Proceed. 

Mr.  ITkai.y.  Yes,  sir.  The  next  legislation  which  we  are  proposdng 
has  to  do  with  the  Agricultural  Act  of  1949.  There  must  be  some  wav 
found  to  shift  part  of  the  price  burden  from  the  fat  fraction  of  milk 
to  the  nonfat  side  because  over  many  years  we  have  lost  sales  both  of 
butter  and  of  fat  in  fluid  milk  to  the  point  today  where  it  is  beginning 
to  burtlen  our  market.  And  we  are  proposing  merely  that  the  man- 
datotj'  requirement  to  support  the  price  of  butterfat  marketed  in 
farni-se)>arat<'d  (rreiiiii  l>e  removed  from  the  Agriculture  Act  of  1949. 
This  would  in  no  way  change  the  support  program  as  it  ia  operated 
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today.  The  Department  of  Agriculture  would  continue  to  buy  butter, 
all  the  grades  it  buys  today,  buy  nonfat  dry  milk  and  buy  cheese.  The 
only  change  it  would  make  is  that  it  would  give  the  Secretary  of 
Agriculture  some  badly  needed  discretion  in  establishing  a  price  be- 
tween  butter  and  nonfat  dry  milk. 

Senator  Jordan.  May  I  ask  a  question  at  this  point?  Do  they  get 
most  of  the  butter  from  the  nonfat  dry  milk !  Is  that  where  the  largest 
p&rt  of  the  butter  comes  from  tliat  they  have  to  market? 

Mr.  Heai.t,  Yes,  sir.  As  you  know,  milk  contains  butterfat  and  non- 
fat milk  solids. 
Senator  Jordan,  I  do  know.  I  am  an  old  two-handed  milker, 
Mr.  Healt.  And  they  separate  it  and  make  nonfat  dry  milk  out  of 
the  nonfat  side  and  they  make  butter  out  of  the  fat  side.  So,  when  milk 
comes  into  a  surplus  plant  they  can  do  two  things  with  it.  They  can 
make  cheese  out  of  it,  which  requires  the  whole  milk  or  they  can  make 
butter  and  powder  out  of  it,  and  what  we  are  talking  about  here  is  a 
means  to  allow  the  Secretary  of  Agriculture  to  decide,  after  consulta- 
tion with  interested  parties,  as  to  how  much  of  that  price  he  must  put 
on  the  butter  and  how  much  he  must  put  on  the  nonfat  dry  milk. 

He  is  bound  by  this  provision  which  is  currently  in  the  law,  first,  to 
meet  the  requirements  of  the  law  by  jmtting  so  much  of  that  price 
on  butter,  then  putting  what  remains  on  the  nonfat  dry  milk.  This  was 
a  necessary  thing  in  1949  when  the  Agriculture  Act  was  passed  because 
a  great  part  of  our  butter  was  made  from  farm-separated  cream  at 
that  time.  Now  less  than  1^  percent  of  it  is,  and  it  is  really  time  to 
make  a  change  to  keep  this  law  in  tune  with  marketing  conditions  of 
today. 

Senator  Jordan.  In  most  of  the  milk  that  is  delivered  to  the  homes 
and  the  hotels,  here  and  everywhere  else,  the  cream  has  not  been  sep- 
arated from  it  ? 
Mr.  Healy.  Ko,  sir. 

Senator  Jordan.  It  is  not  supposed  to  have  been  ? 
Mr,  Healt.  Well,  in  many  areas  it  is  standardized.  Some  areas  re- 
quire that  it  cannot  be.  But  I  would  say  that  in  most  areas  part  of  the 
cream  has  been  taken  off.  Part  of  the  fat  has  been  taken  out  of  that 
milk. 

As  a  matter  of  great  interest,  Senator,  in  that  same  regard,  since  the 
1949  act  was  passed  and  up  through  last  year,  a  very  good  estimate 
tells  ua  that  fluid  milk  products  today  have  six-tenths  of  1  percent  less 
fat  in  them  than  they  had  in  1949  and  that  means,  out  of  the  milk  that 
is  sold  today,  that  six-tenths  of  1  percent  of  fat  which  used  to  be  put 
into  the  fluid  milk  products  is  providing  318  million  pounds  of  butter. 
So,  much  of  the  butter  that  we  have  results  from  this  standardization. 
Senator  Millkr.  Who  makes  the  decision  on  that  standardization? 
Mr.  Healt.  The  market  does. 

Senator  Miller.  Well,  I  mean  that  is  not  included  In  a  marketing 
order? 

Mr.  Healt.  No  sir;  not  at  all. 
Senator  Jordan,  Some  States  do. 

Mr.  Healt.  You  know  there  is  a  lot  of  bottled  skimmed  milk  sold. 
Senator  Jordan.  Do  some  States  set  a  minimum  standard  for  the 
butterfat  ? 
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Mr.  IfE.\i,Y.  A  minimum  standard  for  milk  but  they  also  allow  the 
sjilpof  2  pfiTpnt  or  1  percent  milk  or  =kimmed  milk. 

Scnjitor  ^FiLLfji.  I>)  we  not  have  a  Federal  standard  for  that  * 

Mr.  IIe-vi.y.  Xot  on  fluid  milk. 

Siiiiat'tr  MiLLfiit.  I  thought  we  had  one  on  ice  cream  that  was  eetab- 
!i«}n*d  and  w>me  of  the  States  were  unhappy  because  the  Federal 
r-tHiidard  was  less  than  theirs  and 

.Mr.  Utaly.  Yes. 

.Sfnator  Millfji.  They  argued  that  this  was  destroyine  the  quality 
of  iheir  if*  cream.  Do  we  have  something  like  that  in  milk  f 

Mr.  IIe^^lt.  Many  States  require  regular  fluid  milk  to  contain  a 
minimum  of  3.25  percent  butterrat. 

Senator  Mii-leh.  Below  which  you  cannot  go  but  some  States  may 
have,  it  higher.  That  is  what  you  are  saying? 

Mr.  IIe,vi,t.  Xo,  sir;  what  I  am  saying  is  that  they  also  markets 
low-fat  milk  wliich  is  2  percent  buttcrfat.  They  also  market  a  lower 
fat  milk.  They  also  market  skimmed  milk  and  many  people  today  an 
<lrinking  these  things  instead  of  the  full-fat  milk. 

Senator  Miller.  I  appreciate  that,  but  when  you  go  into  a  store  hew 
in  tlio  District  of  Columbia  or  in  Virginia  or  out  inMarj-landandyou 
buy  a  typical  quart  or  2-quart  carton  of  homogenized  vitamin  D  milk, 
top  quality,  are  those  all  going  to  be  the  same  in  this  area  ? 

ifr.  IIe-vly.  Not  necessarilj-.  In  many  States  they  must  be  at  least 
.1.25  i>errent. 

Senator  JfiiJ-Kii,  At  least,  liut  accoi-ding  to  your  stiitistics  they 
have  been  coming  down  on  a  national  basis. 

Mr.  IIealy.  In  years  past  they  ran  3.7,  3.8,  and  hijgher,  but  now 
many  dairies  are  standardizing  their  milk  at  the  minimum  level. 

Senator  Miller.  To  this  Federal  level, 

Mr,  IIbaly.  To  the  required  minimum  level. 

Senator  Johdan.  No  prohibition  on  selling  tlie  higher  fats. 

Mr.  Healt.  Some  do,  but  in  their  aggregate,  when  considered  with 
the  low-fat  milk,  the  change  between  1949  when  this  Agriculture  Act 
was  ])assed  and  today  amounts  to  an  equivalent  of  over  300  million 
poHn<l3  of  butter. 

Senator  Mili-kr.  Now,  if  we  are  concerned  about  the  supply  of  but- 
lor,  would  it  not  indicate  a  change  upward  in  the  Federal  standard, 
iH'ciuise,  as  I  undei-stand  it,  fhat  Federal  standard  is  resulting  in  a 
fallout  of  incrca.sed  butter,  so  if  we  are  concerned  about  the  increase  in 
butter,  why  not.  raise  the  Federal  standard  a  little  bit? 

Mr.  IIealy.  Well,  it  would  be  one  way  to  approach  it.  but  I  think, 
St'nator,  that  to  get  the  necessary  agreement  on  this  thing  might  be 
iilniost  an  insurinouiitablc  task. 

Senator  Jordan.  There  is  no  shortage  of  butter  today? 

Mr,  IIealy.  There  is  no  short«ge. 

Senator  Mim.kr.  I  understand  if  anything  there  is  more  than  enough. 
Wc  have  irot  a  problem  on  butter,  have  we  not  ? 

Mr.  Ukai.y.  IVell.  nol  as  a  matter  of  fact.  We  are  a  little  fearful 
thai  we  can,  in  the  not  too  tlistant  future,  have  a  problem  on  the  under- 
supply  side. 

Senaror  >rii.i,KR.  Why  would  it  not  be  a  good  idea  to  give  the  Secre- 
tary a  little  flexibility  and  let  him  set  the  standard  for  this  biitterfat 
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f  content  in  milk  and  if,  in  the  coming  year  it  is  indicated  that 
going  to  have  an  ovei-supply  of  butter,  just  let  him  increase  that 
srd  a  little  bit? 
The  Chairman.  Could  he  not  do  that  under  the  present  law  t 
Mr.  Healt.  No,  sir. 
The  Chairman.  That  is  tlie  minimum  ? 
Mr.  Healy.  No.  The  Secretary  really  does  not- 
The  Chairman.  We  are  ta.lking  about  a  minimum,  2.6, 
Mr.  Heai-t.  The  Secretary  really  does  not  have  any  authority  to 
set  this  fat  content. 
Senator  Miller.  This  is  done  by  law? 

Mr.  Healy.  There  is  a  standard  which  has  been  adopted  in  many 
States,  but  it  is  a  minimum.  A  Federal  standard  might  be  prescribed 
by  regulation. 

The  Chairman.  By  regulation. 

Senator  Miller.  Well,  the  regulation  under  authority  we  liave given 
the  Secretary.  ^ 

The  Chairman.  If  you  can  regulate  it  at  2.6  you  can  make  it  2. 
you  want  to. 

Senator  Miller.  That  would  be  my  point. 

The  Chairman.  I  think  he  has  that  authority  under  the  present  law. 
Our  counsel  happens  to  be  on  the  floor. 

Mr.  He.\ly.  I  am  afraid  not,  and  I  will  tell  you,  Senator,  I  really  do 
not  think  you  could  get  agreement  to  do  that. 
The  Chairman.  Let  us  look  into  it. 

Mr,  Healy.  But  this  thing,  to  give  tJie  Secretary  the  discretion  to 
assign  support  prices  between  the  fat  and  nonfat  fraction  of  milk,  is  a 
commendaole  thing.  It  is  something  which  the  Secretary  of  Agriculture 
agrees  he  should  have  and  I  have  his  personal  assurance  that  he 
supports  this. 

The  Chairman.  Now,  what  you  are  talking  about  now  is  in  neither 
of  these  bills.  Tliat  is  additional  legislation. 

Mr.  Healy.  Yes,  sir;  and  we  have  appended  such  a  piece  of  legisla- 
tion to  our  statement. 

The  Ciuirman.  .-VII  right.  I  wish,  in  addition  to  that,  that  you  would 
submit  to  the  committee  in  connection  with  your  testimony  such 
amendments  as  may  can7  out  your  suggestions. 
Mr.  Healy.  Yes,  sir.  We  have  that  appended  to  our  statement. 
The  Chairman.  You  liave  got  it  ap|»nded  to  your  sta.t«nent " 
Mr.  Heai.y,  Yas,  sir. 

The  Chairman.  Proceed,  _ 

Senator  Curtis.  Before  he  leaves  that  subject  of  the  .substitutes, 

Mr.  Chairman,  is  anything  being  done  to  find  out  wliat  is  in  these 

commodities  that  are  selling  as  ice  cream  or  something  similar  to  ice 

cream  even  though  they  do  not  use  the  words  ice  cream  ? 

Mr.  Healy.  Yes,  I  think  we  generally  know  what  they  have. 
Senator  Curtis.  Is  it  a  dairy  product  basicallv  ? 
Mr.  Healy.  Yes,  Quite  often  the  major  di^erence  in  items  which 
are  sold  under  a  name  different  than  ice  cream  is  tliat  the  butterfat 
has  been  removed  and  a  vegetable  fat  has  been  substituted  for  it. 

Senator  Curtis.  Vegetable  fat  has  been  added  and  something  in 
'leu  of  sugar  ? 
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Mr.  He.\i-y.  Vegetable  fat  in  lieu  of  butterfat. 
Senator  Curtis.  Any  otlier  chemicals  in  it  i 

Mr.  IlF_\r.Y.  There  are  really  two  ^neral  types.  One.  the  so-c^ed 
mellorine  in  which  the  \-e@etable  oil  has  been  substituted  for  the 
butterfat  and  the  others  are  tlie  ciiaanl-tyi)e  products  and  they  are, 
of  court*,  different  fn>ni  ice  cerani.  We  generally  know  what  is  in 
them. 

The  Chairman.  Proceed. 

yir.  Healy.  Xext.  Mr.  Chairman,  we  would  like  to  discuss  the 
necessity  for  extending  beyond  the  termination  date  which  is  June  30 
of  this  year,  1970,  the  authority  for  the  indemnity  pir^ram  for  pesti- 
oidfes  in  milk.  Now,  this  is  not  "a  great  program  of  great  import  to  the 
milk  economics  of  this  country  unless  it  happens  to  be  your  milk  that 
is  hit  by  it.  We  are  not  trying  to  make  any  case  here  for  the  farmer 
who  does  not  follow  the  rules.  ■\A'hat  we  are  worried  about  is  this  nuui 
who  has  his  fi^'ds  next  to  an  orchard  or  next  to  a  cotton  crop  which 
may  have  been  sprayed  and  the  pesticide  drifts  over  and  gets  mto  his 
feed  and,  therefore,  into  his  cow  and  into  his  milk.  He  is  required  for 
long  perio<ls  of  time  to  refrain  from  marketing  that  milk.  The  pro- 
gram has  been  in  existence  since  196i  and  Just  a  little  more  than  $1 
million  has  been  spent  on  it.  It  lias  averaged  something  under  $200,000 
a  year.  As  I  say,  it  is  not  of  great  national  economic  importance  but 
it  represents  the  difference  between  continuing  ability  to  live  luid  to 
farm  to  the  person  that  it  hits. 

Senator  Jordan.  That  is  not  a  great  problem  now.  There  is  a  great 
deal  of  discussion  going  on  now,  and  m  some  States  it  has  already 
been  done.  alxmC  outlawing  PDT.  That  is  your  big  enemy,  I 
understand. 

Mr.  He-\ly.  Eight,  but  the  same  thing  holds  true  to  all  the  chlorin- 
ated hydrocarbons,  all  of  the  persistent  pesticides,  and  the  same  typee 
of  chemicals  are  used  for  weed  killers  alon?  roads.  They  are  persistent 
They  stay  in  tlie  soils  and  they  have  caused  guite  a  bit  of  trouble.  And 
to  the  farmer  that  is  hit,  it  is  a  very,  very  tra^c  thing. 
Senator  Jordan.  AVliat  do  you  do  about  it?  Pay  him  for  his  milk! 

Mr,  Hbai.y.  Wlule  he  is  purging 

Senator  Jordan.  I  low  long  does  it  take  for  a  cow  to  get  rid  of  that  ? 
Mr.  IIk.\i,y.  For  a  herd  it  can  take  upward  to  4  or  5  months. 
Senator  Jordan.  You  have  to  change  the  feed  to  a  feed  that  does  not 
contaminate, 

Mr,  Hi';;SLY,  You  must  have  the  feed  tested,  have  a  clean  feed,  manv, 
many  things,  which  purges  the  animal  of  this  residue  of  jJesticide, 
and  it  is  not  an  expensive  program.  It  has  been  a  lifesaver  to  the  few 
people  who  have  been  hit  and  one  which  we  recommend  very  highly 
to  this  committee. 

The  next  thing,  Mr.  Chairman,  is  the  siwcial  milk  program  for 
diildren.  The  authority  for  that  program  runs  out  June  30  of  1970. 
This  is  one  of  the  most  successful  programs  which  has  ever  been 
developed  for  the  distribution  of  food  among  people  who  need  it 
badly.  It  was  cstnblishe<l  in  10.54  by  action  of  this  committee  and 
rose  from  a  participation  of  2i^  million  children  in  1955  to  more  tlian 
17  million  who  now  participate. 

The  authnrity  for  the  program  runs  out  and,  of  course,  at  the  same 
time  we  have  the  budget  problem  for  this  program. 
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Semttor  Miller.  What  is  that  budget  problem  ? 

Mr.  Healt.  The  budget  problem  is  that  there  is  no  provision  for 
it  in  the  current  budget  which  has  been  submitted  to  the  Congress. 

S^iator  Miller.  Iki  1  understand  the  reason  for  that  is  that  they 
intend  to  phase  it  in,  if  anything,  on  aji  increased  basis,  as  a  part  of 
some  other  program  ? 

Mr.  Healy.  Yes,  sir.  We  have  heard  that,  too,  but  we  have  looked 
at  the  phasing-in  process  and  it  just  is  not  there. 

Senator  MnxER.  If  it  were  there,  would  that  satisfy  you?  It  seems 
to  me  that  what  we  are  after  here  is  the  continuation  and,  if  anything, 
enhancement  of  the  nutrition  activities  going  to  these  schoolchildren 
and,  whether  you  call  it  a  school  lunch  program  or  children's  milk 
program  or  anything  else,  the  important  thing  is  that  they  get  it.  So, 
I  had  understood  that  the  reason  it  was  not  in  the  budget  was  because 
the  intention  was  that  the  quantities  of  milk  .that  go  into  this  program 
now  would  be  phased  into  some  other  program.  Now,  if  it  is  not  going 
to  be  that  way,  I  certainly  want  to  know  about  it, 

Mr.  Healt.  Well,  it  just  is  not — last  year  under  the  milk  progrwn 
there  were  about  3  billion  servings  of  milk.  Under  this  phasing-in 
prograiD  we  would  lose  about  21^  billion  of  those  servings, 

^notor  Miller.  And  they  would  not  show  up  in  some  other 
pn^ram? 

Sir.  Healy.  No,  sir.  No,  sir.  And  I  cannot  for  the  life  of  me  under- 
stand why  in  this  day  when  our  great  emphasis  is  on  nutrition  and  we 
are  trying  to  develop  programs,  many  of  which  are  questionable,  that 
we  start  out  by  knocking  out  tlie  one  highly  successful  nutritional 
program  which  this  Congress  has  authorized. 

Senator  Miller.  I  could  not  understand  it  either^  unless  we  were 
going  to  see  to  it  that  an  equivalent  amount  at  least  is  showing  up  in 
some  other  program. 

Mr.  Healy.  Well,  it  is  just  not  there.  We  have  looked  at  the  num- 
bers. We  have  talked  to  tne  people  who  administer  the  program  and 
it  is  just  not  there. 

Senator  Miller.  Have  you  got  an  analysis  made  of  that  proposed 
program? 

Mr.  Healt,  Yes,  we  made  one,  I  do  not  have  it  with  me  but  I  will 
be  glad  to  furnish  it  for  the  record  and  send  you  a  copy. 

Senator  Miller.  Mr.  Chairman,  may  we  have  him  do  that? 

The  Chairman.  I  was  going  to  sugge^  this,  I  would  like  to  have  for 
the  record — I  am  sure  you  would,  too — a  list  of  those  special  pro- 
grams  

Mr.  Healt.  Yes,  sir. 

The  CHAiRMAN(continuing},  Outside  of  price  supports  now  in 
which  milk  producers  benefit  because  there  is  a  string  of  them,  \ 

Mr.  Healy.  Yes,  sir. 

The  Chairman.  And  what  I  would  like  to  put  in  the  record  for 
comparison  is  all  of  these  programs  and  the  approximate  cost  of  them. 

Sur,  Healt,  Yes,  sir,  we  would  be  very  glad  to  supply  that. 

Senator  Miller,  And  also  how  this  Siows  up  m  the  new  budget 
with  this  switch  here  that  you  are  objecting  to.  I  think  it  would  be 
helpful  to  the  committee  to  have  that  in  the  record,  Mr.  Chairman. 

The  Chairman.  Very  well, 

(The  information  is  as  follows :) 
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1>B0GRAM8  rem  Which  Appbopbiations  Abe  Made  To  Beitefit  Daibtixii 

For  F.Y.  1970.  programs  for  which  appropriations  were  made  to  t^eneflt  dalrx- 
iiig  Include  the  following : 

Hchool  ililk  Program  for  Children %&i  million  was  appropriated. 

Indemnity  Payments  to  Dairy  Famiem, — Under  tbls  program  payments  aie 
made  to  dairy  fanuers  wLo  have  heeii  direoted  to  remove  their  milk  frwa  com- 
mercial markets  liecBuse  It  contained  residues  of  chemicals  registered  and  ap- 
proved by  the  FedcraJ.  Kovcmment ;  and  contamination  resulted  from  factors 
outside  the  control  of  the  farmer.  For  F.Y.  19T0.  1200,000  was  appropriated. 

Marketing  Agreenientu  and  Orders. — Administration  at  the  loCRl  levti  Is  fi- 
nanced by  local  assessments  upon  handlers.  The  Federal  costs  of  administering 
the  program— as  Identified  In  the  President's  "Federal  Elconomy  Act  of  IBTO"  re- 
questing recovery  of  such  costs— amount  to  ?2  million.  As  of  Jane  30,  1969  tbeie 
were  in  effect  07  orders  for  millc ;  4  agreements  and  orders  for  tree  fmlts,  nntt, 
and  vegetables ;  nnd  1  (one)  order  for  shade  grown  tobacco. 

Purcha»es  of  Dairy  Product*  Under  Section  709  of  the  Food  and  AffricuJture 
Act  of  3963.— About  $T^  million. 

Foul  yur  WO  Fliul  yair  1971  "dKilMM(-^ 

Sehoolmllli.-- - - 


•  4,  OSS,  000. 000  15.5I1,«»,000  -HS«,«»,I» 

N^HtocreiM  (M  pinti  ot  milli) _ -Z,«3,t0(l,in 

1  Pai«  143— 2d  col,  App«ni]ii  lo  lh«  iHidnt  foe  tiscil  )■•(  1971. 
1  Pila  143— 111  col.  Appandli  to  Id*  budnl  lor  Rical  nadS^I. 
'  P>1«  Hb—li  ca[.  Apptndii  N  Uie  budiet  tor  fneil  year  1371. 

Semitor  Johdax.  I  thorouglilv  agree  with  you  on  that.  I  think  the 
school  milk  program  ought  to  be  out  in  the  open,  where  you  call  it 
what  it  is,  vots  for  it  rather  than  tying  it  in  with  something  else.  Other- 
wise ,von  get  !i  gofid  thing  mixed  in  witli  a  lot  of  stuif  you  do  not  want. 
This  is  the  old  stunt.  I  would  vote  for  keeping  this  program  out  in  the 
open  so  you  know  where  it  is  going  and  what  it  is  costing. 

The  Chairsiax.  I  think  this  committee  has  made  provision  for  til 
of  that  and  has  done  quite  a  bit  for  the  milk  business,  but  today  and 
yesterday  we  havf  been  knocked  around  by  the  so-called  XIcGovern 
connnittee.  Ilei-e  we  voted  for  programs  unanimously  but  the  Mc- 
Govem  committee  has  licen  able  to  override  the  views  and  some  of  the 
sugge-stions  mude  by  this  committee,  An<l  I  think  it  is  reaching  a  point 
whoro  it  peeiHs  as  though  tJie  Senate  is  more  willing  to  foliow  tlie 
Nutrition  Committee  than  the  Agriculture  Committee,  standing  Agii- 
culture  Comiiiittee. 

Mr.  He,m.v.  Senator,  there  are  two  things  I  think  that  are  impor- 
tant. First  of  all,  this  milk  program  expires  .lime  30, 

The  CiiAiR-MAX.  I  uiKler.'ftand. 

Mr.  He,\i.v.  There  haw  been  a  bill  passed  by  overwhelming  majority 
in  the  House,  1  tliink  ;!S4  to  2,  to  continue  it.  We  are  asking  that  you 
include  a  contimiation 

The  CnAiiiM.vN,  Vou  do  not  have  to  worry  about  that,  I  do  not 
sup  1  "He. 

Ml-.  IIk.vi,v  (ooiitiiining).  In  the  farm  bill.  Xow,  if  by  chance  the 
farm  bill  (I(»vi  not  nmvc  along  fast  enough  ?o  that  this  authority  will 
be  availalile  nn  July  1.  v,e  would  hope  that  this  committee  could  make 
some  oxpivs-itiii  of  its  fwling  in  this  regai-<i  so  that  we  will  be  able  to 
go  to  the  Ajipropriatiotis  Committee  and  seek  the  necessary  fimds  to 
fund  tiie  i)rogiam  sliould  it  l>e authorized. 
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The  Chairman,  Well,  because  of  tlie  uncertainty  of  what  is  going  to 
happen  in  the  House,  I  would  not  advise  you  to  put  it  in  this  bill.  You 
might  simply  take  the  House  bill  and  act  separately  from  the  general 
fann  bill. 

Mr.  Healy,  This  is  one  of  tlie  things  which  we  have  considei-ed  but 
by  tlia  same  token,  Senator,  we  are  very  anxious  to  keep  this  milk 
program  under  the  jurisdiction  of  the  Agriculture  Committees  in 
both  Houses  and  w©  are  trying  to  get  it  done  within  time  and  leave 
it  where  it  belongs. 

I  think,  Senator,  we  will  provide  that  material  you  want  but  I  think 
that  you  should  be  mindful  and  the  committee  should  be  mindful  that 
milk  is  a  part  of  most  nutrition  programs  because  it  is  such  a  great, 
hidily  nutritive  food,  and,  therefore,  necessary  to  have  in  there. 

One  other  item  we  are  suggesting  for  amendment  to  the  Agriculture 
Act  of  1949  is  the  continuing  ability  of  the  CCC  to  make  its  surplus 
commodities  available  to  the  Armed  Forces  and  to  the  veterans 
hc^itals. 

This  is  a  very  worthwhile  program,  a  very  worthy  use  to  which  to 
put  excess  dairy  products.  That  authority  expires  and  really  should 
be  extended. 

The  sixth  item  which  we  wisli  to  draw  to  the  attention  of  the  com- 
mittee is  the  fact  that  we  still  today  do  not  have  effective  control  over 
the  imports  of  dairy  products  into  this  country.  We  have  enunciated 
the  continuous  history  of  evasion  and  contravention  and  subterfuge 
which  have  been  used  since  1953  when  the  current  legislation  was  put 
into  operation  to  dump  surpluses  of  the  world  on  our  market.  We 
have  here  another  instance  of  refusal  of  a  Government  agency  to  apply 
a  law.  The  law  requires  that  the  Secretary  of  the  Treasurv  apply 
counter\' ailing  duties  to  imports  of  commodities  which  are  subsidized 
so  that  they  can  be  imported.  I  think  virtually  every  member  of  this 
committee  has  written  the  Secretary  of  the  Treasury  asking  him  to 
apply  this  law  which  is  mandatorr  but  has  no  discretion  in  it  whatso- 
ever, and  1  think  for  2  years  Members  of  this  Congress,  and  par- 
ticularly the  members  of  this  committee,  have  been  attempting  to 
encourage  him  to  apply  this  law  which  he  is  charged  with  admin- 
istering, and  his  replies  to  you  have  indicated  that  for  2  years  he  is 
investigating  it.  He  needs  no  more  investigation. 

Senator  Jordan.  Is  that  largely  cannra  milk,  evaporated  milk? 
Mr.  Healy.  It  applies  to  anything — canned  milk.  It  applies  to 
cheese.  It  applies  to  this  new  ice  cream  coming  in,  all  of  which  is 
coming  in  from  Western  Europe. 

Senator  Miller.  I  thought  a  couple  of  years  ago  either  the  Secre- 
tary of  the  Treasury  or  the  Tariff  Commission  revised  some  of  the 
formulas  to  prevent  abuse. 
Mr.  Healy.  They  did. 

Senator  Miller.  And  are  you  saying  that  Ihat  revision  was  not  ef- 
fective or  are  they 

Mr,  HiL4LY.  No,  sir. 

Senator  Miller.  I  know  the  game  of  musical  choirs  that  has  been 
going  on.  We  set  a  standard,  then  they  horse  around  with  something 
else  that  just  gets  in  under  the  margin,  but  I  know  tliere  was  a  lot  of 
hope  expressed  at  the  time  that  this  was  going  to  kill  off  most  of  that 
abuse  but  you  are  saying  that  it  has  not  done  that. 
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Mr.  IIim,T.  IVfrlJ.  ihey  applied  quota=  at  ihai  time,  it  was  about  a 
yi'ar  and  a  half  a^>,  whioh  allowed  for  about  £"10  milltoa  pounds  of 
iriilk  «juival<:nr,  to  rOTCik  into  the  lynmiry,  and  lodav  it  is  ctHning  in  at 
tlie  rate  of  alx*nt  l/Z-O  million,  which  i~  almost  twice  what  the  quotu 
nllow  for. 

Senator  MnxcR.  Welt,  do  you  hare  any  specific  quota  legislation 
that  you  have  in  mind  i 

Mr.  ]hi\LY.  Yes.  sir.  There  i=  a  bill  before  this  committee,  S.  612, 
wliioh 

Senator  Miu.er.  And  S.  615  *vould  meet  your  recommeadation! 

Mr.  I[>L\M-.  Yes,  .^ir.  And  that  bill  has  widespread  support  in  the 
Congres.s — 2fi0  Members  of  the  Connress.  I  think  59  Members  of  the 
Senate,  have  cosponsored  identical  legislation,  in  the  last  CongresB, 
and  another  200  some  odd  ilembers  of  the  House  identical  legislation. 
It  has  widespread  support. 

It  is  not  a  greedy  bill.  It  is  a  bill  which  is  designed  to  prevent  sub- 
terfuge and  ooiintervention.  It  provides  all  the  necessary  outs  for  the 
President  to  take  in  the  national  interest.  It  is  a  good,  soimd  piece  of 
legislation  and  certainly  should  be  passed. 

Senator  Jordan.  May  I  ask  you  a  question?  Are  you  satisfied  with 
the  qual  ity  of  milk  that  is  brought  in  here ;  that  is,  with  the  inspection 
from  the  other  side? 

Mr,  IIr«\i.Y.  No,  sir. 

Senator  Jordan.  That  has  concerned  me  considerably  because  I  do 
not  think  we  have  got  an  adequate  check  as  to  what  that  milk  does 
contain  in  the  form  of  diseases  and  things  that  could  be  brought  in 
here. 

Mr.  IIealy.  Tliere  is  not  much  milk  involved  in  this,  Senatw 
Jordan,  but  just  today  the  newest  item  that  we  are  bringing  in  is  so- 
called  ice  cream,  and  if  that  were  coming  in  here  for  reprocessing,  it 
would  be  stopped  b^  the  q^uota  laws,  so  they  say  it  is  not  coming  in 
for  reprocessing.  It  is  coming  in  to  be  eaten  as  is.  It  is  coming  from 
lielgium,  Itelgimn  is  a  hoof-and-inouth  country.  No  milk  can  m  im- 
ported from  a  hoof-and-mouth  country  unless  it  is  coming  in  for  re- 
processing and,  therefore,  pasteurization  under  our  standards.  So,  to 
the  customs  peoiile  they  say  it  is  not  going  to  be  reprocessed,  so  it  can 
get  away  from  tlie  ([iiota  laws:  to  the  Department  of  Agriculture  they 
say  it  is  going  to  be  reprocessed  so  they  can  get  away  from  the  hoof 
and  mouth.  These  kind  of  things  just  should  not  exist.  The  legisla- 
tion is 

Senator  Jofdax.  I  can  tell  yon  our  State  Department  is  more  in- 
:ere5tet.l  in  everybody  else  in  the  world  than  it  is  in  the  United  States, 

Mr.  IIealy.  That  is  cori'ect. 

Senator  .Torhan".  1  have  Im'cii  trying  to  get  a  U.S.  desk  put  in  our 
ST'.(ttf  Departnieni  so  wp  will  have  .someboih-  to  look  after  us.  "We  need 

TJit-  ruAiRMAN".  Well,  all  of  this,  Mr.  Ilealv,  is  special  legislation 
1j^'  ■;-  try  lo  get  onr  tcslimony  as  to  the  bill  before  us  because  we 
■'.  'A  :-peiid  all  the  lime  here  and  go  over  all  of  these  bills.  "We  have 
g'.'t  »  lot  of  witnesses  from  other  places. 

Mi.  HE.M,r.  Yes,  sir,  Tlie  last  item  I  want  to  talk  about  does  not 
require  legislation  but  is  of  interest  to  this  committee.  Milk  produc- 
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tion  shows  every  indication  of  declining.  We  need  an  immediate  in- 
crease in  the  price  support  to  the  legal  limit  allowed  by  law.  We  have 
appealed  to  tne  Secretary  of  Agriculture.  We  are  in  communication 
with  him  on  this  point  and  we  would  hope  that  the  members  of  this 
committee  could  find  it  within  themselves  to  look  into  our  statement  on 
this  which  is  included  at  the  end  of  our  statement,  and  communicate 
with  the  Secretary.  This  is  a  very,  very  important  thing,  Senator. 

Senator  Bellmon.  Mr.  Chairman,  may  I  ask  one  question  ?  I  remem- 
ber the  days  when  we  did  not  have  oleo  and  when  it  had  to  be  sold 
white,  and  then  be  colored,  and  all  that  stuff,  and  now,  of  course,  it  is 
pretty  well  taking  over  from  butter.  Also  a  while  back  I  visited  an  ap- 
proved manufacturing  plant  in  Minneapolis  and  was  shown  synthetic 
meat,  meat  made  from  fibers  spun  out  of  plant  protein.  I  was  told  they 
were  making  synthetic  milk  pretty  much  in  the  same  way.  Now,  my 
question  is :  Is  there  a  law  or  do  we  need  any  legislation  to  cope  with 
this  sort  of  problem  ?  Or  do  you  see  it  coming ! 

Mr.  Healy.  What  I  have  asked,  Senator,  is  that  we  do  not  allow 
for  the  use  of  the  regulatory  authority  of  the  Food  and  Drug  Admin- 
istration to  promote  this  type  of  thing  until  at  least  we  know  more 
about  it.  They  are  about  to  issue  a  standard  for  imitation  milk  which 
would  be  used,  I  am  sure,  to  promote  the  product  really  before  it  is  on 
tiie  market,  before  anybody— -before  the  nutritionists  of  our  country 
know  anything  about  imitation  milk. 

Senator  Belluon.  Did  you  cover  this  in  your  testimony  ? 
Mr.  Healt.  Yes,  sir. 

Seffiator  Bellmon.  I  am  sorry.  I  was  not  here. 
The  Chaikuan.  Thank  you. 
Mr.  Healy.  Thank  you,  Senator. 
Senator  Cuktis.  May  I  ask  a  couple  of  questions  ? 
If  you  get  everything  you  are  asking  for  here,  what  will  it  do  to  the 
price  paid  to  milk  producers,  say,  in  the  eastern  Nebraska  area? 

Mr.  Healy.  The  price  paid  to  producers  now  in  the  eastern  Ne- 
braska area  is  fairly  good.  If  we  got  everything  that  we  were  asking 
for  here,  it  would  prevent  that  price  from  dropping,  I  would  say,  60 
cents  by  spring. 

This  is  what  we  are  asking  for,  Senator. 

Senator  CoRne.  I  see.  So,  what  you  are  proposing  is  this  kind  of 
thi^,  to  prevent  the  seasonal  drop,  more  than  an  increase  for  now. 
_  Mr.  Healy,  Well,  no.  It  would  prevent  the  seasonal  drop.  We  would 
like  to  maintain  our  prices  at  today's  level.  We  have  a  very  interesting 
thing  here.  Milk  is  not  high  priced. 
Senator  Curtis.  No,  no. 

Mr.  He.\ly.  Frpm  1949  to  today— in  1949  it  took,  for  instance,  i% 
minutes  of  skilled  labor  to  buy  a  quart  of  milk.  Today  it  takes  about 
21A  minutes  of  that  same  labor.  Milk  is  not  high  priced. 

Senator  Curtis,  Now,  one  other  thing.  How  about  the  producer  of 
milk  who  is  unorganized,  who  lives  in  a  far-removed  comer  of  a  State 
where  he  could  not  participate  in  the  milk  shed?  Would  he  be  any 
worse  off  by  reason  of  this  bill  than  he  is  now  ? 

Mr.  Healt.  No,  sir.  In  the  whole  complex  of  material  which  we 
have  presented  here,  he  will  be  relatively  better  off. 

Senator  Curtis.  Notwithstanding  the  change  in  reference  to  sup- 
port on  butterfat,  based  on  butterf  at. 
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Mr.  Healy.  No.  That  would  not  affect  him  because  the  farmer  that 
depends  iipon  that  thing  practically  does  not  exist.  We  have  looked  in 
your  State.  Senator.  We  have  talked  to  Mr.  Grant  out  there  and  to  the 
people  oiit  at  Grand  Island  and  Scottsbhiff  and  an  beyond. 

Senator  Cmris.  Of  course,  we  have  a  few  places  where  there  is  a 
ftinner-owned  creamen,'  that  oi>ei'ates  on  sour  cream, 

Mr.  Healy.  But — you  mean,  down  there  at  McCook  or  Orleans? 

Senator  Cdbtis.  So.  There  is  one  in  Aurora,  one  elsewhere  I  bdieve. 

Mr,  Healy.  They  are  virtually  out  of  business  today.  One  and  a 
half  percent  of  our  butter  is  made  of 

Senator  Curtis.  I  am  not  quarreling  with  you.  What  I  want  to  know 
is  what  is  going  to  happen  to  tJiat  1^^  percent  ?  Are  they  going  to  be 
anj'  worse  off  than 

Mr.  Healt.  Xo,  sir.  He  is  a  very  ill-advised  man  not  to  go  into  a 
cooperative  anyway. 

Senator  Curtis.  Maybe  he  is  200  miles  from  one. 

Mr.  Healy.  There  is  one  for  him  every  place. 

Senator  Curtis.  Well,  there  are  some  practical  questions  that  make 
that  impossible. 

The  CHAnoiAN.  Thank  you. 

Mr.  Hf.\lt.  Thank  you. 

CSIr.  Healy's  prepared  stat^nent  is  as  follows :) 

Statement  or  Patwck  B,  Healt 

My  namo  Is  Patrick  B.  Hpnly.  I  nm  Secretary  of  the  Nntionnl  Milk  Producers 
Federation  and  nm  appearing  on  behalf  of  that  orEanlzation,  Its  member  co- 
operative!!, and  their  dairy  farmer  members. 

The  National  Milk  Producers  Federation  Is  fl  national  fanu  commodity  orgaoi- 
zatlon,  formed  in  1916.  It  represents  cooperative  nsnoclatlons  and  their  dalrr 
farmer  members.  The  cnai)eratire  associations  affiliated  ivlth  the  ITederatloD  do 
boBlnesf)  in  nil  iiO  states  of  the  Union. 

The  policy  positions,  enunciated  by  the  Federation,  ore  the  only  nationwide 
expresslonx  on  national  public  policy  related  solely  to  dairy  farmers  and  tlwlr 
oooperatlre  as-soclatlons.  At  the  last  convention  of  the  Federation,  November  30- 
Decemher  a,  1061).  consideration  was  given  to  the  need  for  Improved  legiBlatiai 
related  to  dairy  farmers  and  their  cooperatives,  including  those  now  being  con- 
Nidered  hy  this  Committee. 

This  statement  will  reflect  the  desires  of  dairy  farmers  and  their  cooperatirr 
associations  with  regard  to ; 

1.  Amendments  to  the  ABrknltural  Marketing  Agreement  Act  of  I93T, 
08  amended; 

2.  Amendment  to  the  Aerlciiltural  Act  of  l&4ft : 

X.  Extension  of  anthority  beyond  .Tune  ,10, 1070,  to  reimburse  dairy  fanners 
for  losses  due  to  pesticide  residues  from  sources  outside  their  control; 

4.  Extension  of  authority  beyond  June  m.  1»70,  of  the  Special  Milk  Pro- 
gram for  Children  ; 

Vi.  Extensionofnnthorityl>eyond  December  31. 1070,  for  the  Department  of 
Aericnlture  to  provide  milk  and  dairy  products  to  the  Armed  Forces  and 
Veterans*  Hospitals : 

(I.  Need  for  effective  legislation  to  regulate  Importation  of  dairy  prod- 
ucts l  and, 

7.  X(>ed  to  ."upport  priies  paid  farmers  for  manufacturing  milk  at  80 
I)crr-eiit  of  purity  under  the  .^jtrlcnltural  Act  of  lOJfl. 
From  the  viewpoint  of  the  Feileration.  each  proposal  is  necessary,  9ems  > 
S|iecl(ic  r'lirjKise  and  deserves  consideration. 

KEMEMT   ACT   OP   IBSJ,    AS    AUE:«0BI 
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which  la  <xiiic«med  with  methoda  for  distributing  returns  from  tbe  sale  of  milk 
tmong  dairy  farmers  sapplying  a  marketing  area  regulated  by  a  milk  marketing 
order;  and  S. 2D15,  wblch  would  authorize  use  of  proceeds  due  dairy  farmers 
from  tbe  sale  of  milk  In  a  marketing  area  regulated  by  a  milk  marketing  order 
to  encourage  Increased  sales  of  milk  and  dairy  products. 
Claai  I  Bate  Plan 

S.  34S3  would  amend  the  Agricultural  Marketing  Agreement  Act  of  19B7,  as 
amended,  by  authorizing  as  optional  provisions  in  milk  marketing  orders: 

<a)  Class  1  Base  Plans  for  distributing  proceeds  from  the  sale  of  milk 
among  dairy  farmers ; 

(b)  Seasonal  Base  Plans  tor  distributing  proceeds  from  tbe  sale  of  milk 
among  dairy  farmers ;  and, 

(c)  SeatOTUtl  Adjustment  of  Prices  Paid  Dairy  Farmers  for  milk  while 
maintaining  prices  to  millt  plants  (handlers)  for  fluid  milk  (Class  I),  with- 
out seasonal  adjustment. 

Tbe  provisions  of  S.  3483  oontain  language  Identical  to  thst  in  Title  V  of  the 
draft  of  a  farm  bill  by  the  House  Committee  on  Agriculture  which,  at  this  time, 
liaa  not  been  reported.  The  pruTlsiona  of  S.  3483  modify  those  authorizing  Class 
I  base  plans  for  distributing  proceeds  from  the  sale  of  milk  among  dairy  farmers 
supplying  B  milk  marketing  order  area,  as  contained  in  the  Food  and  Agricul- 
ture Act  of  196S.  The  modifications  were  worked  out  by  the  House  Committee 
Ml  Agrlcultare  as  a  result  of  thorough  study  and  after  many  consultations  be- 
tween it.  the  Department  of  Agriculture,  And  the  National  Milk  Producers 
Federation. 

Authority  for  inclusion  of  Class  I  base  plana  in  milk  marketing  orders  was 
flrst  authorized  by  the  Food  and  Agriculture  Act  of  1965.  Tbe  initial  authority 
contained  a  termination  date.  December  31.  19C0.  and  this  date  was  advanced 
to  December  31. 1970,  by  Act  of  Congress  October  11, 1908. 

The  provisions  of  S.  3483  modify  and  Improve  the  provisions  authorized  by  tbe 
E^oodand  Agriculture  Ai^t  of  1965,  without  a  termination  date. 

Sinee  passage  of  the  196,1  authority,  a  Class  I  base  plan  has  been  incorporated 
Into  the  Federal  order  regulating  the  handling  ot  milk  In  the  Puget  Sound, 
Washington,  marketing  area.  This  market  Is  supplied  principally  by  the  United 
Dairymen's  Association,  Seattle,  Washington. 

This  Association.  In  cooperation  with  all  other  dairy  farmer  cooperative  as- 
sociations supplying  the  market,  developed  the  Class  I  base  plan  which  subse- 
quently was  incorporated  in  the  order  with  some  modiUcation,  September  1, 1967. 

Dairy  farmers  supplying  the  Puget  Sound  marketing  area  strongly  favor  use 
td  a  Class  I  base  plan,  but  are  convinced  the  authority  must  be  improved  if  It 
la  to  reQect  their  desires  and  to  provide  stable  marketing  conditions,  as  Is  the 
purpose  of  the  Agricultural  Marketing  Agreement  Act  of  1^7. 

Dairy  farmers  supplying  many  other  marketing  areas  regulated  by  Federal 
orders  are  anxious  to  adopt  Class  I  base  plans,  but  connot  do  so  until  the  au- 
thority la  revised. 

Experience  In  the  Puget  Sound  market  in  operating  under  the  Class  I  base  plan 
demonstrates  that  the  theory  of  the  legislation  Is  sound,  bnt  that  modifications 
are  necessary. 

As  mentioned,  the  proposal  which  we  support  does  not  contain  a  termination 
date.  A  termination  date  for  authority  of  this  type  makes  the  Claiae  I  base  plan 
Impractical.  Under  the  procedures  for  developing  milk  marketing  orders  or  amend- 
ments, including  base  plans,  a  span  of  time  is  required  to  ascertain  the  desires 
of  dairy  farmers,  develop  a  workable  proposal,  hold  a  public  henrlng,  file  briefs, 
and  to  comply  with  other  procedures  required  by  law. 

In  the  normal  process,  at  least  a  year  would  be  required  to  Incorporate  a  Class  I 
base  plan  In  a  milk  marketing  order,  and  it  is  envisioned  that  It  would  be  operative 
for  some  number  of  years. 

If  a  farmer  Is  to  adapt  his  production  enterprise  to  the  operation  of  a  Class  1 
base  plan,  he  should  have  assurance  that  the  plan  will  not  cease  to  function,  due 
to  a  termination  date  in  the  enabling  legislation.  No  oiher  provision  of  the  Agrl' 
cultural  Marketing  Agreement  Act  of  ]!>.'i7  has  a  termination  date. 

Under  the  Class  I  base  plan,  each  dairy  farmer  (or  producer  as  the  term  is  used 
In  a  milk  marketing  order)  supplying  a  market  with  milk  is  assigned  B  base 
determined  from  his  history  of  marketings  during  a  represents  tlve  period  of  time, 
adjusted  to  relate  it  to  the  fluid  milk  (Class  I)  requirements  of  the  market. 
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The  purpose  of  tbe  Clans  I  base  plan  is  to  enable  a  rarmer,  witlila  i 

limits,  to  Itnow  the  amount  of  milk  he  can  deliver,  for  wtaich  he  will  recelTe  t 
price  cloaely  related  to  the  fluid  milk  (Class  I)  price  paid  by  milk  plants  <I>Ui- 
dlers),and  to  know  that  milk  marketed  Id  excess  of  Claae  I  tiase  will  return  a  price 
closely  related  to  the  value  of  milk  used  for  manufaeturing. 

Under  the  Class  I  base  plan,  the  price  of  milk  received  by  one  fanner  Is  not 
materially  depressed  as  a  result  of  deliveries  in  excess  of  Class  I  base  br  another 
farmer.  Any  farmer,  however,  can  market  as  much  or  as  little  milb  as  be  deslra. 
He  can  adjust  hit)  milk  marketings  to  best  flt  his  farming  <^)eration  and  to  the 
requirements  of  the  market  for  mlUc  for  fluid  use. 

The  Class  l  imse  plan  is  designed  to  prevent  as  artlflclal  buildup  of  nillk 
production  by  a  farmer,  for  the  sole  purpose  of  obtaining  a  base  of  maximum  tix 
which  would  determine  the  relative  price  which  he  would  receive,  as  rontrSBted 
to  the  price  received  by  other  dairy  tanners  during  a  future  period  of  timfc  Thia 
so-called  "race  for  base"  has  been  experienced  In  many  markets  where  base* 
have  been  re-established  each  year  during  a  representative  period  of  months 
known  in  advance. 

The  Class  I  base  plan  is  not  designed  to  control  or  necessarily  to  redm%  milk 
production.  It  la  designed  to  remove  the  artiflcial  stimulus  to  market  milk  not 
needed  for  fluid  use.  and  It  may  tend  to  reduce  deliveries  of  milk  in  excess  of  Cltsa 
I  base  in  areas  of  the  country  where  production  costs  are  high. 

The  provi.stons  of  S.  3483  modify  tliose  authorized  in  1965  in  certain  important 
resijects.  In  the  Arst  instance.  S.  3483  does  not  contain  a  termination  date  toi 
reasons  already  explained. 

Another  modification  prescribes  spei'iflc  standards  pertaining  to  the  eetabllsh- 
ment  of  Class  I  bases  for  new  producers,  rather  than  to  rely  on  rules  prescribed 
by  the  Secretary  of  Agriculture  after  public  bearing. 

The  new  producer  standards,  In  their  simplest  form,  would  entitle  any  dairy 
farmer  entering  a  market  as  a  new  producer  to  a  Class  I  l>ase  calculated  fnun 
his  marketings  of  milk  from  the  same  production  enterprise  as  would  lum 
prevailed  had  he  delivered  milk  to  the  market  during  the  representative  period 
used  for  calculating  Class  I  bases  for  eslabllshed  producers. 

This  provision  entitles  new  iiroducers  to  a  Class  I  base  so  that  they  may  partici- 
pate in  the  market  In  the  same  manner  as  established  producers.  Neither  estab- 
lished producers  nor  new  producers  are  pleased  with  the  rigid  terms  of  the  1965 
amendment 

8. 3483  would  allow  established  producers  and  new  producers  to  share  equally  In 
the  benefits  of  market  growth. 

Under  the  1965  authority,  all  market  Krowth  Is  set  aside  for  allocation  to  new 
producers  and  for  the  alleviation  of  hsrdHhlp,  before  any  can  accrue  to  the  b 
of  established  producers  who  have  provided  funds  for  stlmulaUns  t 

On  the  other  hand,  producers  who  did  not  receive  Class  I  bases  initially  are 
forever  doomed  to  the  status  of  new  producers. 

Although  new  producers  receive  the  benefits  of  Increased  fluid  milk  sales, 
they  have  no  assurance  as  to  the  amount  of  milk  for  which  they  will  receive  the 
Class  I  base  price  from  month  to  month.  This  is  because  the  amount  of  market 
growtli  will  fluctuate  from  month  to  month  and  the  number  of  new  producers 
sharing  the  benefits  of  market  growth  will  vary. 

S.  3483  provides  the  mecbani.->m  under  wblch  Class  I  bases  will  be  up-dated 
rather  than  being  limited  to  experience  during  a  rigid,  fixed,  period  of  time,  as 
the  196.")  amendment  was  Interpreted  by  the  Dei>artment  of  Agriculture. 

S.  34S3  provides  authority  for  redoclng  a  Class  I  base  to  a  producer  for  fallon 
to  deliver  fluid  milk  rcriuiremeuts  allocated  to  him  under  the  Class  I  base  plan. 
It  in  essential,  particularly  in  deficit  markets,  that  a  farmer  assume  resiwnsi- 
billty  to  deliver  Iiis  share  of  the  fluid  milk  requirements  If  be  is  to  be  assured 
of  the  blghor  price  for  Ills  Class  I  base  allocation. 

S.  S4S3  authoriacs  a  Judicial  review  procedure  witliln  the  Department  of 
Agriculture  to  rule  on  legal  oompliilnta  of  dairy  farmers  tiefore  such  c<»n- 
plaints  are  taken  to  the  B'ederiii  courts.  This  review  procedure  is  now  con- 
tained in  the  Agricultural  -Marketing  Agreement  Act  of  1837,  for  complaints 
of  handlers.  This  modification  extends  It  to  producers,  as  well. 
Sf  agonal  Bate  Plant 

S.  3483  reinstates  authority  for  seasonal  bases  not  adjusted  to  reflect  the 
fluid  milk  rcnuln'ments  of  a  market.  This  type  of  base  plan  is  used  in  many 
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markets  under  autbority  eipreesed  by  Section  8c(5)(B)<il),  clause  (d)  of 
the  Agricultnrat  Marketing  Agreement  Act  of  1837,  prior  to  the  amendment 
authorized  by  the  Food  and  Agriculture  Act  of  1965.  This  authority  should  be 
available  for  use  as  an  order  provision  in  areas  where  dairy  fanners  prefer 
this  type  of  base  plan. 

The  purpose  ot  the  Seasonal  Base  Plan  is  to  encourage  increased  deliveries 
of  mi!b  during  the  time  of  year  when  production  costs  are  high,  and  deliveries 
are  short  in  reiationHhlp  to  consumer  requirements. 
The  "LouitvUle  Plan." 

S.  3483  also  provides  specific  authority  for  provisions  under  an  order  for 
maklns  seasonal  adjustments  in  prices  paid  farmers  for  milk,  without  makiug 
seasonal  adjustments  in  pricei^  paid  by  milk  plants  (handlers). 

This  adjustment  commonly  Is  referred  to  as  the  "LoQisviHe  Plan". 
The  purpose  of  this  adjustment,  again,  is  to  encourage  Increased  deliveries 
during  the  time  of  the  year  when  production  costs  are  high,  and  deliveries  are 
short  in  relationship  to  consumer  requirements. 
AdvertUing  and  Promotion 

The  second  amendment  to  the  Agricultural  Marketing  Agreement  Act  of 
1^7,  which  we  support,  is  contained  in  S.  2015.  This  amendment  would  pro- 
vide authority  under  a  milk  marketing  order  for  dairy  fanners  to  use  a  frac- 
tional part  of  funds  due  them  from  the  sale  of  milk  to  encourage  Increased 
consumption  of  milk  and  dairy  products. 

The  program  envisioned  by  the  amendment  would  he  developed  by  dairy 
farmers  supplying  a  milk  marketing  order  area,  and  would  include  means  ot 
selecting  dairy  farmer  representatives  to  supervise  the  operation.  Since  the  funds 
would  be  provided  through  milk  marketing  order  provisions,  there  would  be  assur- 
ance of  proper  use  of  any  such  money,  including  government  audit.  These 
funds  would  be  deducted  from  the  total  amount  of  money  reflected  by  the 
producer-settlement-fund  of  an  order,  before  calculation  of  the  uniform  price 
to  be  paid  dairy  farmers  for  their  milk.  Thus,  there  would  be  no  deduction 
per  hundredweight  taken  from  funds   earmarked  for  Individual  fanners. 

This  method  of  financing  the  program  would  make  the  cost  of  operation 
minimal,  and  would  Insure  full  participation  by  ail  dairy  farmers  supplying 
a  market  if  approved  by  two-tliirds. 

Operationally,  the  market  administrator  could  write  a  single  check  to  the 
cominittee  of  dairy  farmer  representatives  selected  to  supervise  expenditure 
of  the  funds.  This  would  avoid  computation  for  each  of  the  thousands  of  dairy 
farmers  shipping  milk  to  a  market,  such  as  would  he  necessary  if  the  program 
wer*  set  up  as  a  deduction  from  gross  amounts  otherwise  due  Individual 
farmers. 

The  program,  as  we  enri.sion  It,  would  simply  be  a  cost  of  marketing  milk 
nnder  an  order  and  would  be  paid  for  by  all  farmers  benefiting  from  the 
increased  sales. 

The  funds  could  be  used  to  establish  research  and  development  projects, 
advertising  (but  not  brand  advertising),  sales  promotion,  education,  and  other 
programs  designed  to  Improve  or  promote  marketing  and  consumption  of  milk 
aud  Its  products. 

To  the  extent  fluid  milk  sales  might  be  Increased  under  the  program,  the 
results  would  be  higher  average  prices  to  dairy  farmers  at  any  (riven  level  of 
class  prices  charged  handlers  for  milk.  Hius  the  pr<^ram  is  truly  a  self-help 
effort  which  would  involve  no  cost  to  the  Federal  government  and  no  coat  to 
handlers  or  consumers  above  those  paid  under  the  present  criteria  for  estab- 
lishing prices  under  Federal  milk  marketing  orders. 

The  plan,  when  developed,  would  be  submitted  to  the  Department  of  Agri- 
culture as  a  proposed  amendment  to  a  milk  marketing  order.  Under  the  regular 
procedures,  the  Department  would  then  .ichedule  a  public  hearing  at  which  all 
Interested  parties  would  have  an  opportunity  to  make  appropriate  comments. 
Following  the  public  hearing,  as  customary,  the  Department  of  Agriculture 
would  review  the  hearing  record  and  Issue  a  recommended  decision  containing 
the  program.  This  wnuid  provide  a  second  opportunity  tor  interested  parties 
to  make  comments  concerning  the  conclusion  reached  by  the  Department 
of  Agriculture.  The  next  step  would  I*  issuance  of  a  final  decision  by  the 
Department  of  Agriculture,  subject  to  the  same  referendum  procedure  as   Is 
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applied  In  tlie  case  ot  mflk  marketing  orders  and  ameDdmeDts,  other  than  the 
Class  I  base  plan.  It  approved  through  the  referendnm  procedure,  tbe  amend- 
ment  ivould  become  operative.  If  disa[)proved.  the  referendum  would  not.  Id 
any  way,  Bffe<:t  other  provlalons  of  the  order. 

After  such  a  program  were  made  effective,  It  could  be  dlscontinaed  at  an; 
time  tiy  request  of  more  than  i>0  percent  of  the  iiroducers  supplying  the  market 
or  through  amendment  to  the  order. 

The  need  for  encouraging  increased  sales  of  milk  la  very  great,  when  con- 
sidered in  light  of  the  Hevere  competitive  position  In  which  milk  finds  ItKlf, 
and  because  of  persistent  efforts  on  tbe  part  of  some  to  capture  the  market  b; 
substituting  inferior  products  which  can  be  sold  at  lower  prices  as  replacements 
for  nutritious  milk. 

Tbe  efforts  of  milk  producers  to  increase  consumption  of  milk  thus  far  hare 
been  financed  for  the  most  part  through  voluntary  contrlbatioua  on  the  part 
of  farmers.  Tbe  benefits  from  market  promotion  accrue  to  all  dairy  farmers  and 
thna  an  unwarranted  cost  Is  borne  by  those  vrbo  assume  responsibility  for  proj- 
ects aimed  at  Increasing  Kales. 

It  is  for  the  pur^iose  of  Insuring  full  piirticJpiition  among  all  dairy  farntere 
supi>lying  a  milk  marketing  order  area,  if  approved  by  two-thirds  of  the  pro- 
ducers, that  we  seek  tbe  amendment. 

Passage  of  this  legislation  may  serve  to  reduce  tbe  cost  of  maintaining  tbe 
price  level  to  dairy  farmers  under  the  price  support  program.  This  la  because  any 
increase  In  milk  consumption  which  the  Industry  might  realize  as  a  result  Of  the 
promotion  efforts  would  leave  less  milk  for  manufacture  into  butter,  uonfat  diT 
milk,  and  cheese,  which  are  purchased  under  the  price  support  program  to  onder 
gird  the  price  structure. 

The  need  for  authority  such  as  contained  In  S.  201.T  has  never  been  greater. 
Farmers  desperately  need  higher  milk  prices,  and  a  sales  Increase  of  Class  I 
milk  Is  the  most  practical  means  of  increasing  them.  The  sales  trends  for  milk 
are  not  encouraging.  Meanwhile,  production  costs  continue  to  rise  as  does  the  cost 
of  processing. 

rurt;hermore,  as  I  mentioned  earlier,  the  dairy  Industry  is  faced  with  severe 
competition  from  ersatz  products  made  to  appear  like  milk  or  cream.  These  white 
ersatz  products  pose  a  real  ithreat.  not  only  to  dairy  farmers,  but  to  nutritlCHi. 
as  well.  With  programs  such  as  could  be  operated  under  the  authority  of  thlt 
enabling  legislation,  consumers  could  be  Informed  as  to  nutritional  facts  when 
comparing  milk  or  cream  with  the  Inferior  substitutes,  a  greet  portion  of  ttie  con- 
tents of  which  are  no  more  than  mixtures  of  chemicals  and  water. 

The  dairy  industry,  as  a  public  health  measure,  has  accepted  rigid  sanitary 
controls  on  the  farms  and  throughout  the  processing  and  marketing  system- 
Quality  and  sanitation  control  is  expensive  and  is  a  factor  in  determining  ptiet* 
of  milk  and  dairy  products  which  need  not  be  borne  by  the  ersnti  products  pro- 
moted as  replacements  for  milk  and  cream. 

Tbe  dairy  business  must  exert  every  influence  to  maximize  milk  sales,  both  Is 
the  interest  of  dairy  farmers,  and  because  milk  plays  such  a  vital  role  in  bnmin 
nutrition,  especially  among  children. 

In  our  discussions  among  Reprei^n  tat  Ives,  Senators,  and  farm  groups,  we  halt 
lieen  made  nwnre  of  some  conflicting  viewi>olntfl  com-erning  this  proposal. 

Rulisfantlnl  cfTort  is  being  umde  to  resolve  these  difTerences.  particularly  wltb 
respect  to  the  voting  procedure  under  n  referendum,  and  whether  or  not.  and  itfo 
under  what  conditions,  an  individual  farmer  may  claim  a  refund. 

The  Advertising  Amendment  wns  not  Included  In  the  tlraft  dairy  leglslatinn 
ns  ngreed  to  by  the  House  Committee  on  Agriculture. 

We  are  very  anxious  to  secure  this  Amendment  to  the  Agricultural  MarketiM 
.\creement  .\ct.  hut  would  not  want  controversy  over  this  Issue  to  rtelny  the  niif^ 
Irelslatlve  proposals  difwnstied  this  morning.  Neither  would  we  want  to  ftian^ 
the  details  of  our  proposal  at  this  time,  sini-o  we  are  trying  to  secure  ftRreeniei't 
on  these  Issues. 

2.    AMEXnMEST   TO   THE   AQRICri-TOBE   ACT   OF    1»*1> 

A  legislative  proposal  Is  am^ended  to  this  statement  amending  the  AgrlcHltanl 
Act  of  VH9  by  removing  the  mandatory  requirement  to  support  the  priif  "* 
butterfat.  This  amendment  would  In  no  way  dlstiir!)  the  mandatory  requlrpnii'''* 
to  Bupjiort  prices  paid  farmers  for  milk  within  the  range  of  TO  to  flO  percent  ft 
parity.  This  amendment  also  is  contained  in  Title  V  of  the  draft  of  a  farm  lilll 
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developed  by  tbe  House  Commlbtee  oa  Asricultnre  In  cooperation  with  the  De- 
partment of  Agriculture  and  the  National  Milk  Producers  Federation. 

The  present  requirement  to  support  the  price  ot  butterfat  aa  well  aa  milk 
original'!?  was  included  in  the  leglaiatlon  as  a  means  of  prOTldlng  the  benefits 
of  price  support  to  farmers  marketing  farm-separated  cream. 

Farm-separated  cream  Is  used  solely  tn  the  mBnnfacture  of  butter.  Therefore, 
to  support  the  price  of  farm -separated  cream,  it  was  necessary  for  the  Commodity 
Credit  Corporation  to  establl^  a  purchase  price  for  butter  at  a  level  designed 
to  return  the  target  price  for  butterfat  In  farm-separated  cream. 

Tbe  purchase  price  of  butter,  once  established,  determines  tbe  minimum  value 
of  bntt«rfat  In  all  milk  tor  all  uses. 

At  the  time  the  Agricultural  Act  of  1949  was  enacted,  the  marketing  of  farm- 
separated  cream  represented  a  substantial  portion  of  the  total  available  market 
for  dalrr  farmers.  The  number  of  farms  marketing  farm-separated  cream,  how- 
ever, has  declined  until  today  such  marketing  represent  less  than  1.5  percent  of 
total  marketings  by  dairy  fanners. 

In  view  of  the  insignl&cant  amount  of  butterfat  now  marketed  as  farm-sepa- 
rated cream,  the  mandatory  reQUlrement  to  support  the  price  of  butterfat  can  be 
eliminated  wlthoQt  adversely  affecting  dairy  farmers. 

The  purpose  of  removing  the  mandatory  requirement  to  support  the  price  of 
butterfat  is  to  improve  its  competitive  position,  whether  marketed  as  butter.  In 
fluid  milk,  or  In  any  other  product 

Per  capita  consumption  of  butter  fell  from  10.9  pounds  in  1946  to  4.9  pounds 
in  1968,  or  55  percent.  Tbe  milk  equlralent  of  butterfat  sold  as  fluid  milk  and 
cream,  per  capita,  dTOiq)ed  from  398  pounds  In  1945  to  262  pounds  In  1968,  or 
34  percent. 

When  considered  together,  the  butter  and  tbe  fluid  milk  market  provide 
outlets  for  about  75  percent  of  all  butterfat  sold  by  farmers  In  marketing  their 
milk.  The  decline  In  per  capita  consumption  of  butterfat,  therefore,  must  be 
arrested  and  reversed  If  the  dairy  Industry  la  to  survive  and  prosper. 

If  the  Agricultural  Act  of  1949  is  amended,  as  we  suggest,  the  iwlce  support 
program  would  operate  as  follows : 

1.  Tbe  price  support  level  for  mannfacturing  milk  would  be  announced  as  at 
[ffesent. 

2.  Tbe  sni^xirt  price  for  milk,  as  at  present,  would  be  assured  through  announce 
ment  by  the  Commodity  Credit  CoriK>ratlon  of  purchase  prices  for  the  various 
grades  of  butter,  nonfat  dry  milk  and  cheese,  modifled  only  to  the  extent  that 
tbe  porchase  price  of  butter  would  be  established  at  a  dlscretionair  level,  rather 
than  at  a  level  necessary  to  assure  the  mandatory  suwKirt  level  for  fann- 
BCfiarated  cream.  A  reduction,  If  any.  In  the  purchase  price  of  butt«r  would  be 
oSMt  by  a  compensating  Increase  in  the  purchase  price  of  nonfat  dry  milk, 

Tbe  Pribram  has  the  advantage  in  that  it  would  result  In  maintaining  price 
■npport  levels  for  manufacturing  milk  white,  at  the  same  time,  making  it 
possible  to  improve  the  competitive  position  of  butterfat,  whether  sold  as  butter, 
in  other  dairy  products,  or  as  fluid  milk.  The  program  could  be  used  to  reduce  the 
value  of  butterfat  in  milk  sold  by  farmers  which,  competitively.  Is  losing  ground ; 
and  increase  the  value  of  milk  soUds-not-fat,  which  is  Increasing  in  consumer 
acceptance,  particularly  with  respect  to  skim  milk  and  modified  low  fat  fluid 
milk  products. 

It  is  anticipated  that  tbe  Government  would  continue  to  purchase  snfflcient 
butter  for  authorized  programs,  such  as  school  lunch. 

The  Government  would  perhaps  purchase  larger  quantities  of  nonfat  dry  milk. 
This  Is  a  low  cost  item  for  the  Government  to  handle,  and  is  readily  adaptable 
for  programs  to  improve  nutrition  at  home  and  abroad.  Consumers  conid 
benefit  by  more  favorable  prices  for  butter  than  under  the  current  program. 


Under  tbe  Pesticide  Indemnity  Program,  fanners  are  reimbursed  for  losses 
resDiting  from  milk  being  barred  from  markets  because  of  traces  of  pesticides 
residue.  This  Pribram  exipres  as  of  June  30, 1970. 

Over  tbe  years,  unfortunately,  farmers  have  bad  milk  barred  from  markets 
because  of  traces  ot  residue  even  though  the  pesticides  had  been  used  according 
to  guidelines  recommended  by  the  Federal  Government,  and  the  contamination 
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ref<ult«il  from  factors  outside  the  control  of  tbe  farmer.  For  exsmple,  thew  cooU 
Include  wind  driftinK  of  pesticide  epraf,  contamination  of  water  mpply,  etc 

HiDce  tbe  establlsliment  of  this  program  in  19&i.  approxlma.telT  400  prodnwn 
have  bef'H  compensated  in  amounts  exceeding  one  million  dollars  for  loues  Iii' 
currfd  thrnugh  sncli  nse  of  pesticides.  Un  fort  una  telr,  farmers,  even  tbODfb 
ri'latlvel.v  few  in  number,  are  still  be'lng  bit  wltb  such  loeaes.  As  iong  as  tUa 
occurs,  despite  conformance  with  recommended  government  procedures.  It  would 
be  inetjultable  to  dlscontlDoe  the  program.  Oonsequentl.T,  we  strongly  uite  tliat 
tblx  protnum,  as  recommended  In  R.  3411.  be  continued  :  and  that  such  provlaiaii 
bt-  incorporated  in  anj  general  farm  bill. 

i.    EXTENBIOn    OF    AUTHORITY    BETOI^D    JL'^fE    30.     10TO,    OP    SPECIAL    UHJH    TBOaBAlf 


For  16  years,  the  Special  Milk  Program  for  Children  has  proven  extrsmelj 
rnlualile  in  helping  to  meet  the  nutritional  needs  of  millions  of  cMldren.  Bstab- 
iishi'd  in  IOTpI,  tbiij  program  provides  millf  for  children  in  (1>  nonproflt  Bchoidt 
Of  higb  scbool  grade  ani]  under,  and  (2)  nonproQt  nursery  scbools,  day  can 
(I'nters.  settlement  houses,  summer  camps,  and  similar  nonprofit  Inetitatlana 
devoted  to  the  care  and  training  of  children. 

Over  the  years  this  successful  program  bas  grown  significantly,  Increailiw 
from  2.5  million  particii>nnts  in  l9o5  to  more  than  17  million  children  lun 
benefiting  from  tbe  program. 

Unfortunately,  tbis  program—unless  new  authorizing  legislation  1b  enacted— 
will  tenninste  as  of  June  30, 1970. 

rtn  Slay  fi,  196fl,  the  House  of  Representatives — by  a  vote  of  384  to  2 — paned 
H.R.  O'liri.  If  enacted  into  law — as  we  strongly  recommend— this  program  would 
be  made  permanent,  with  authorization  for  appropriations  o(  $130,000,000  for 
F.Y.  1^1  and  not  to  exceed  $135,000,000  annnall;  for  each  succeeding  fiscal  yeai. 

To  terminate  such  a  successful  program  on  child  nutrition  would  In  our  jtldf- 
iiient,  be  a  serious  mistake.  Moreover,  It  could  handicap  the  nation's  efFortu  ta 
c<>iie  effectively  with  the  problems  of  malnutrition  and  hunger.  particnJarlr 
among  children.  Surveys  conductetl  by  the  U.S.  Pablic  Health  Service  indicate 
that  the  problems  of  undemourliihment  may  be  far  greater  than  we  prevlooslj 
estiniHted.  According  to  Dr.  Arnold  E.  Shafer  of  tbe  U.S.  Public  Health  Service, 
a  nutritional  survey  indicates  (hat  up  to  one-sixth  of  our  people,  whether  rldi 
or  iKior,  are  undernourished.  The  problems  are  especially  acute  among  chlldreo, 
with  nutritional  deficiencies  ranging  from  anemia  to  physical  stunUag. 

In  the  llt'ht  of  such  evidence,  it  would  be  a  grave  national  error  to  let  this  pn>- 
gram  die.  Because  authoriantlon  terminateB  as  of  June  30,  IQTO-^naklnr  it  diffl- 
cult  to  api)eal  for  appropriations  for  the  program  for  the  coming  years — I  wonU 
sincerely  hope — and  strongly  urge — that  this  Committee  (a)  make  it  known earlT 
that  it  intends  to  act  favorably  on  extending  authorization  for  the  program;  and 
(b)  express  its  firm  intent  to  incorporate  a  provision  for  extending  the  progran 
in  new  general  farm  legislation. 

^.  EXTENSION  OF  AUTIIORTTY  B 
AORICULTURE  TO  FROVIDE  MI 
VEBERAn'S  nOSPITALS 

Under  pnt<ent  law.  authority  for  making  dairy  products  purchased  by  Uw 
Commodity  Credit  Corporation  under  the  price  support  program  available  te 
Veterans  lIc-'pltalB  and  the  Armed  Forces  expires  on  December  31,  197a  8.  3395 
would  amend  Section  202  of  the  AcTiculture  Act  of  1049,  as  amended,  to  eitaul 
the  program  from  December  31,  11>70,  to  Deceml«'r  31, 1973.  We  strongly  urge  tMt 
a  pn>vision  for  carrying  out  the  objectives  of  S.  S3XK\  be  incorporated  la  any  gB^ 
eral  fann  legislation.  In  the  House  of  Representatives,  the  Committee  on  jigri- 
culture  has  tentatively  approved  such  a  provision  for  Incorpomtion  in  agenert! 
farm  bill. 

Through  this  program,  substanlinl  volumes  of  highly  nutritional  dairy  prod- 
ucts are  made  available  to  the  Armed  Forces  and  the  Veterans  Admlnlstiatloo- 
F.ir  calendar  yeiir  IIKIO,  utilization  by  the  Defense  Department  totalled  abontM 
million  imnnd.s  of  butter  and  1.2  million  pounds  of  cheese.  For  1968,  the  Depart- 
nH'ut  of  Defense  utilixiM  about  no  million  pounds  of  butter  and  3.6  million  poandt 
of  <'hee!>e.  The  Veterans  Ailministralion  utilized  about  2.4  million  pounds  rf 
butter  In  I9C9 ;  and  3.2  million  iiounds  of  butter  in  1903.  Since  eeUblishment  ot 
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the  [»vgram  in  1954,  transfers  bave  totalled  3 
million  pounds  of  cbeese,  1  million  pountla  of  d 
pounds  of  fluid  milk  have  been  utilized. 

As  revealed  by  these  figures,  this  program  represents  good  maoagement  and 
higWj  effective  utilization  of  dairy  products  acquired  by  tJie  Commodity  Credit 
Corporation.  It  is  highly  desirable  to  extend  authorization  for  use  of  Commodity 
Credit  Corporation  stocks  of  dairy  products  by  the  Armed  Forces  and  the 
Veterans  Administration  hospitals. 

*.    NEED   FOB  EFFECTIVE   LEOISLATION   TO   BEBUI.ATE  ISIPOBTATION   OE   DAIRY 


To  provide  adequate  prices  to  U.S.  dairy  farmers  and  assure  an  adequate 
millc  supply  for  consumers  there  is  a  need  for  more  effective  import  control  law. 
S.  612  was  introduced  to  provide  authority  for  regulating  imports  on  tlie  basis 
of  total  butterfat  and  milk  solids  not  fat,  under  ivhich  quotas  could  be  assigned 
to  individually  identified  dairy  and  food  products  containing  such  ingredients, 
u>d  under  which  quantities  could  be  allocated  among  countries  of  origin.  Un- 
fortunately, no  action  has  been  taken  on  this  legislation.  Present  law  and  Its 
administration  has  not  accomplished  its  purpose  and  has  been  disrupting  to  the 
dalrf  industry,  depressed  prices  to  farmers,  and  has  been  costly  to  the  Federal 
government. 

Under  existing  law  (Section  22  of  tbe  Agricultural  Adjustment  Act,  as 
amended),  quo^s  on  certain  dairy  products  are  established  as  a  means  of  limiting 
UnportB  of  dairy  products  tor  the  purpose  of  undergirding  the  prices  paid  farmers 
lor  milk,  and  to  reduce  purchases  of  dairy  products  by  the  Federal  government 
under  the  price  support  program. 

Presently,  quotas  are  established  equivalent  to  940  million  pounds  of  milk, 
but  total  imports  in  ld69  were  1,621  million  pounds,  thus  nearly  one-half  came 
tbrongh  the  back  door. 

It  should  be  noted  that  import  quotas  under  Section  22  first  were  established 
by  Presidential  Proclamation  3019,  on  June  8,  1903,  at  189  million  pounds  and, 
without  regard  to  need,  they  are  now  Ave  times  as  much  at  94G  million  pounds. 

The  most  flagrant  disregard  of  the  intent  of  the  import  control  program  was 
in  1966  when  292  million  pounds  were  authorized  and  imports  were  2,791  million 
pounds  or  nearly  10  times  the  amount  authorized. 

Evaluated  in  the  perspective  that  (a)  every  pound  of  imports  displaces  a 
toarket  for  a  pound  of  domestically  produced  dairy  producLs;  and  (b)  because 
«t  a  depressed  domestic  market,  the  Federal  gOTemment  still  is  required  to 
purchase  dairy  products  under  the  price  support  program  the  adoption  of  more 
dTective  import  control  law  is  absolutely  essential. 

We  strongly  recommend,  therefore,  that  this  Committee  favorably  consider 
a  provision  along  the  lines  of  S.  612  for  Incorporation  in  general  farm  legislation. 
Countervailing   Duties 

Under  section  1303  of  U.S.  Code  10,  duties  on  Imports  subsiilizeil  by  foreign 
Countries  are  required  to  be  increased,  in  addition  to  the  regular  duty,  by  the 
amount  of  the  subsidy. 

Although,  the  law  Is  mandatory,  not  permissive,  the  U.S.  Treasury  has  not  im- 
Dosed  countervailing  duties  on  dairy  products.  Senators  and  Representatives 
have  supported  the  interests  of  dairying  by  urging  enforcement  of  the  Counter- 
vailing Duties  l«w. 

Because  of  the  flagrant  refusal  of  the  U.S.  Treasury  to  effectively  enforce  the 
Oonntervaillng  duties  provision  of  law  as  related  to  dairy  prmlucts,  we  strongly 
believe  the  Congress  should  take  Immediate  action  to  adopt  more  effective 
Import  control  laws.  Furthermore,  it  should  Investigate  the  refusal  of  the 
Xj.S.  Treasury  to  earry  out  the  law  now  on  the  books. 

7.  XEEO  TO  SUPPOBT  PBICB8  PAID  FABMEBS  FOB  MANUFACTCBINO  MILK  AT  90  PEBCEKT 

OF    PARITY    UNDER    THE    AGRICULTURAI.    ACT    OF    194S 

Price  support  levels  for  manufacturing  milk  are  established  by  the  Secretary 
Of  Agriculture  within  the   range  of  7o  to  90  percent  of  parity. 

In  enacting  this  law,  the  Congress  recognized  the  need  for  supporting  price 
levels  paid  farmers  for  milk  to  bolster  farm  income  and  to  a.<!sure  an  adequate 
Supply  of  milk  and  dairy  products  for  consumers  and  for  other  needs. 
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I'lVM'utly.  tbe  pricv  niiiijNitt  level  for  umnufacturliig  tullk  is  abont  78.5  per- 
cent ot  i«ritr-  As  a  n<siilt.  tiiilk  pruductioti  is  ret.vdlug  and  there  iti  imminent 
danger  of  nn  inadequate  milk  Ruiiiily  for  our  groivlag  urban  population. 

The  rlifBcnltii-s  fiioed  hy  fiirmers  In  their  iitteniiita  to  muiulain  milk  produc- 
tion are  clearly  evident.  FaniierM  ure  faeed  with  severe  shortugeB  of  latxff  and 
the  farm  wage  rate  is  at  an  all-time  high.  They  are  faced  with  increaaed  coats 
on  all  Items  purchased  which  are  u-^ed  in  millc  prodnction,  as  evidenced  Ij  the 
I>arit.v  nitio  Ui«lf 

Further  than  that,  the  price  i>f  life f  and  the  prices  tliiit  dairy  fBn»r>rs  receive 
for  cull  C01VH  encourges  elimination  of  low  producers,  but  thta  also  redtice*  the 
HUpiily  of  uiilk.  De'-ause  of  the  cost-prire  Minecze.  dairy  farmers  throughout  tbe 
country  are  {letlttimlng  tht^  Sei^rr>tary  of  Agriculture  to  announce  an  early  la- 
crea^  in  the  price  aupiiort  level  for  iiianufacturiiig  milk  to  00  pereent  of  parity. 

Such  announcement  Ik  esnential  if  milk  production  i$  to  be  sustained  at  neces- 
sary levelH  and  if  dairy  fjirniers  are  to  jiartiflpate  fairly  in  the  economy. 

There  Ix  great  need  to  reverw  the  downward  trend  in  milk  productl<Mi.  Total 
milk  production  In  ISKW  whs  at  it.s  Imvei't  iwint  in  17  years.  Mflk  production 
reached  its  peak  In  1901  at  127  billion  itounds  and,  since  that  time.  It  has  receded 
tn  11».2  liiUiiin  [Mundt  la  l!MiO.  a  redix-tion  of  K.'i  i>en-ent.  In  addttian  to  the 
decline  in  milk  jirodurtliin.  the  rcnerv^  iiui>i>l7  on  farms,  which  was  in  evldenn 
when  b'ri-at  nuriilM-rM  of  fanners  were  nuirlcetlng  fnmi-sepa rated  cream  and  feed- 
ing the  skim  milk  to  farm  iinlinal!<,  hxtt  reached  the  vaniKlilng  point. 

The  iiMinher  of  mwn  and  heifers  kept  for  milk  on  January  1,  1970,  was  below 
14  tnilllon.  This  is  the  lowc-t  c-ow  poimlntlon  reimrted  in  the  Inst  century,  durinf 
which  time  the  population  has  increiihed  5^  times,  and  It  reached  201.3  million 
iwrsons  as  of  January  1, 1!)70. 

An  ami'iimcement  that  pil'Ts  will  be  supported  at  ftO  percent  of  parity  ii 
esHential  If  there  is  tn  1m'  nn  adequate  fupply  of  milk  and  dairy  products  i* 
required  by  law.  and  if  there  Is  to  l>e  any  reasonable  opportunity  for  the  Fedenl 
government  to  fulfill  its  nutrition  RoaK 

Furthermore,  tliere  Is  every  rea^OD  to  lielleve  that  commercial  market  demand 
for  milk  and  dairy  prodiii'ts  will  Improve  with  continuation  of  full  eniploymeiit. 
high  t>er  cnjilta  Incomt's.  and  the  sustained  growth  in  population  of  about  3  mil- 
lion persons  per  year. 

The  number  of  recipient:;  on  welfare  programs  is  at  an  all-time  high  and 
there  is  every  Indication  that  the  Federal  government  will  increase  its  effort* 
to  up-grade  tJie  diets  of  this  sector  of  the  population  throu^  an  expanded  food 
stump  program  and  other  food  dlstrllmtlon  programs. 

During  the  IfKllI  calendar  year,  CCC  jmrchascd  less  dairy  products  to  suMwrt 
the  farm  prlci-  than  for  any  year  since  1900,  except  1090,  when  supplies  were 
extremely  .■short.  During  Iftflft,  purehases  for  price  fiupport  were  Inadeqoate  to 
meet  government  neeils  for  the  school  lunch  and  domestic  welfare  prograini 
while  erent  quantities  of  the.se  dairy  products  will  be  needed  in  1970  and  1971. 

There  i.-<  need  for  an  imnie<liati>  increase  In  the  purchase  price  of  butter  ind 
nonfat  dry  milk  liy  the  (Commodity  Credit  Corporation,  relative  to  the  markel 
jtrli'e  for  cheese.  In  recent  months,  the  market  price  of  cheese  has  eiceeded  tif 
rC('  purchase  price  by  n  wide  margin.  The  price  of  40-pound  blocks  of  Cbeddu 
cheese  on  the  Wisconsin  Ksclifinge  has  been  53^^  cents  per  pound  and  currents 
U  5114  cents  per  pound.  These  prices  would  be  equivalent  to  K%  cents  and  Bffli 
cents,  respectively,  when  compared  to  the  CCC  purchase  price  luder  the  sonioit 
program  of  4R  cents  per  poimd  for  Cheddars.  This  strong  market  price  for  chtfM 
resulted  primarily  from  heavy  commercial  market  demand,  but  was  furtbn 
strengthened  by  government  purchases  for  distribution  programs  with  Sectltm  TO 

Tlie  net  cITect  of  the  strong  cheese  market  was  to  Increase  prlcea  paid  to 
farnHT.-;.  which  was  nii-es-sary  to  stem  the  tide  towards  lower  milk  producttM. 
Imt  it  adversely  affected  cooperative  asi<oclationH  making  butter  and  nonfat  drr 
milk  liecnnse  of  the  lower  returns  for  those  products.  These  plants  cannot  Inftt" 
cliees**  manufacturing  operations  without  additional  cost  and.  if  they  did  conwrl 
to  cheese  production,  they  might  well  And  the  market  for  cheese.  In  Its  relation- 
ship tn  butter  and  nonfat  dry  milk,  reversed.  Accordingly,  it  is  inipenillve  tJ»' 
the  government  maintain  a  proiar  price  relationship  as  between  butter  wl 
nonfat  dry  milk,  relative  to  cheese,  through  the  i>ricc  support  program.  This  Is 
the  reason  that  the  suijpurt  price  for  butter  and  nonfat  dry  milk  shontd  I*  ~ 
increased  Immediately,  and  that  relative  prices  of  butter,  nonfat  dry  mitit  ">' 
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conBlateDt  with  a  manufacturing  milk  price  at  90  percent  of  parity, 
w  snatBlned  throushoot  the  marketing  year  ending  Marcii  31, 1971. 
hei^ore,  urgently  request  that  meiuliers  of  ttiis  Committee  support  pleas 
r  farmera  for  intreases  in  tile  price  support  level  to  90  percent  of  parity 
nfacturing  mill;  and  that  you  urge  the  Secretary  of  Agrifuiture  to  lualte 
Mllate  announcement  of  an  upward  adjusimeut  in  the  purchase  prices  for 
nd  nonfat  dry  millc 

taairman,  we  sincerely  appreciate  this  opportunity  to  express  these  views 
atlonal  Milk  Producers  Federation. 

APPENDIX    OF   PBOPOBED    LEOISLATIOiV 

ahe  this  statement  complete  and  self  explaoatory  I  request  consent  to 
inted  at  this  point  in  the  hearing  copies  of  l>iiis  referred  to  in  the  aliove 
at.  including: 

3'  An  amendment  to  the  Agricultural  Marketing  Agreement  Act  of 
•■  amended,  to  extend  and  improve  authorization  for  Class  i  Milk  Base 
teasooal  Base  Plan^  and  The  "I»uisvilie  Plan"  for  seasouaiiy  adjusting 
aid  farmers  for  milk. 

to  Include  producers  under  Subsection    (15)  (A)   proceedings. 
IS     An   amendment   to   the   Agricultural   Marketing   Agreement   Act   of 

amended,  to  proi'iile  for  improved  advi^rtizing,  promotion,  and  research 
to  milk  and  dairy  products. 

'.ty  An  amendment  to  the  Agricultural  Act  of  1949,  to  remove  the 
»ry  requirement  to  support  the  price  of  liutterfat  under  the  price  support 

1 '  To  extend  autiiority  beyond  June  30.  1070,  for  reimbursing  losses  to 
irmers  due  to  traces  of  pesticides  residue  iu  milk,  from  sources  outside 

An  amendment  to  section  3  of  the  Child  Xutrition  Act  of  1966,  to  provide 
snt  authorisation  for  the  Special  Milk  Program  forChildren. 
36 '  An  amendment  to  section  202  of  the  Agriculture  Act  tit  1919,  as 
1,  to  extend  authority  beyond  December  31.  1970,  to  provide  milk  and 
roducts  purchased  by  the  Commodity  Credit  Corporation  to  the  Armed 
jid  Veterans  Hospitals. 

:  A  Dairy  Import  Act  to  provide  more  effective  legislation  for  regulating 
tion  of  dairy  products. 
bills  are  as  follows ; ) 

[S.  34S3,  BlBt  Cong.,  HGCOnd  BesB.] 

tment  Ai 
f  1B3T,  E 

enacted  by  the  Senate  and  House  of  Representattvet  of  the  United  States 
tea  in  Congrcaa  a»»em1>led, 

JN  L  (a)  That  the  Agricultural  Adjustment  Act.  as  reenacted  and 
1  by  the  Agricultural  Marketing  Agreement  Act  of  1937,  as  amended,  Is 
amended  by  striking  in  subparagraph  (B)  of  subsection  Bc(5)  ail  that 
said  subparagraph  (B)  which  follows  the  comma  at  the  end  of  clause  (cl 
'Ptlng  in  lieu  thereof  the  following ; 

A  further  adjustment,  equitably  to  apportion  the  total  value  of  the  milk 
ed  by  any  handler,  or  by  all  handlers,  among  producers  on  the  basis  of 
irketlngs  of  milk  during  a  representative  period  of  time,  which  need  not 
ed  to  one  year  ;  (e)  a  provision  providing  for  the  accumulation  and  dls- 
■nt  of  a  fund  to  encourage  seasonal  adjustments  in  the  production  of 
y  be  included  in  an  order  and  (f)  a  further  adjustment,  equitably  to  ap- 
the  total  value  of  milk  purchased  by  all  handlers  among  producers  on 
s  of  their  marketings  of  milk,  which  may  be  adjusted  to  reflect  the  utiliza- 
producer  milk  by  all  handlers  in  any  use  classification  or  cl  a  ssifl  cations, 
t  reprMentative  period  of  one  to  three  years,  which  will  be  automatically 
each  year.  In  the  event  a  producer  holding  a  base  allocated  under  this 
f )  shall  reduce  his  marketings,  such  reduction  shall  not  adversely  iilfect 
ory  of  production  and  marketing  for  the  determination  of  future  l.ases, 

aed  in  Tiae  V  of  (arm  bill  of  House  Committee  od  Agriculture  not  jet  reporled. 
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or  future  updating  of  bases,  except  that  an  order  may  provide  that.  If  a  prodneer 
reduces  hta  marketliige  below  hia  base  allocation  in  any  one  or  more  nw  dani- 
flcatluuH  (leiiigiied  in  the  order,  the  amouut  of  any  such  reduction  shall  be  taken 
into  account  in  determining  future  basea.  or  future  updating  of  basefl.  Baaes  al- 
located to  iiroducerB  under  this  clause  (f)  may  be  tranaferable  under  an  order 
on  such  tenus  and  conditions,  locludiQK  those  which  will  prevent  bases  taking  on 
an  iinrca.sonable  value,  as  arc  prescribed  in  the  order  by  the  Sedetary  of  Agri- 
culture. ProvifriouK  shall  be  made  iu  the  order  for  the  allocation  of  bues  andet 
thlM  clause  (f  )— 

"(i)  tor  tbe  alleviation  of  hardship  and  inequity  among  prodncen;  and 
"(ii)  for  providing  basea  for  dairy  farmerB  not  delivering  milk  as  prodnc- 
crs  under  tlie  order  upon  becoming  producers  under  the  order  who  did  not 
produce  mlik  during  part  of  the  representative  period,  and  these  new  produc- 
ers shall  within  ninety  days  after  the  first  regular  delivery  of  milk  at  tlu 
price  for  the  lowest  use  elasKlflcatlon  specified  in  such  order  be  allocated  i 
base  which  the  Secretary  determines  proper  after  considering  supply  and 
demand  renditions,  the  development  of  orderly  and  efficient  marketing  coodi- 
tions  and  to  the  rpspective  interpstfi  of  producers  under  the  order,  all  other 
<lairy  Carmeis  and  the  consumisR  public.  Producer  bases  ho  allocated  ihall 
for  a  period  of  not  more  than  three  years  be  reduced  by  not  more  than  SB 
per  centum ;  and 

"(ill)  dairy  farmers  not  detlvering  milk  as  producers  imder  the  otdR 
upon  iNH-oming  producers'  under  tbe  order  by  reason  of  a  plant  to  whldi 
th<^y  are  making  deliveries  becoming  a  pool  plant  under  the  order,  br 
amendment  or  otherwise,  shall  be  provided  bases  with  respect  to  milk  deltf- 
ered  under  the  order  based  on  their  past  deliveries  of  milk  on  the  saint 
basis  as  other  producers  nnder  the  order ;  and 

"(Iv)  suph  order  may  include  such  additional  provisions  as  llie  Secrettrj 
deems  appropriate  in  regard  to  the  re-entry  of  producers  who  have  pterlow 
ly  discontinued  their  dairy  farm  enterprise  or  transferred  bases  anthoilMd 
under  thiN  clause  (f )  ;  and 

"  (v)   notwlth standing  any  other  provision  of  this  Act.  dairy  farmers  nnt 

delivering  milk  as  producers  under  the  order,  npon  becomlning  prodncen 

under  the  order,  shall  ninet.v  days  later,  pursuant  to  the  provisions  of  me- 

tion  8(^(6)   (D)  of  this  Act,  be  pn>vided  with  reepect  to  milk  delivered  nnder 

the  order,  allocntlcmx  based  on  their  past  deliveries  of  milk  during  the  rep- 

re^ientatlve  period  from  tbe  production  facilities  from  which  they  wen  nur 

keting  milk  during  tile  representative  period  on  the  same  basts  as  other 

producers  under  the  order  on  the  eflTectlve  date  of  order  provisions  anthoilMl 

under  this  clause  (f ) :  Providetl.  That  bases  shall  be  allocated  ooly  to  ■ 

producer  marketing  inilk  from  the  production  facllitlee  from  which  he  mir 

keted  milk  doring  the  representative  period,  except  tiiat  In  no  event  sIuU 

such  allocation  of  base  exceed  the  amount  of  milk  actnallr  delivered  mider 

such  order, 

"The  assignment  of  ot^er  source  milk  to  various  use  classes  shall  be  inide 

without  regard  to  whether  an  order  contains  provisions  authorized  onder  tUi 

clause  (f ).  In  the  case  of  any  producer  who  during  any  accounting  period  deII^ 

era  a  portion  of  his  milk  to  persons  not  fully  regulated  by  the  order,  provlaM 

BhAll  bo  made  for  reducing  the  allnrtitlon  of,  or  payment  to  be  received  by.  V! 

such  producer  under  this  clause  (f )   to  comi>ensnte  for  any  marketings  of  mUt 

to  such  other  persons  for  such  pi>rio<l  or  periods  as  necessary  to  insure  equitiidf 

pjirticlpation    In    marketings   among    all   producers.    Not witb standing   the  V' 

visions  of  section  8c(12)  and  the  last  sentence  of  section  8c(l»)  of  this  Aet,M- 

der  provisions  under  this  clau.-^  (f )  shall  u»t  be  effective  In  any  marlcetliig  oidK 

unless  separately  approved  by  producers  in  a  referendum  in  which  each  iB*' 

Yidual  producer  shall  have  one  vote  and  may  be  terminated  separately  wben- 

ever  the  Se^-n'tary  make.-'  a  determination  with  respect  to  such  pivvlgion  ai  !• 

provldi'd  for  the  termination  of  an  order  in  subinragraph  Sc(lS)|Bt.  DiW 

proviil  or  termination  of  such  order  pnrvislons  ^uill  not  be  coosldmd  dlfcp- 

proval  of  the  order  or  of  other  terms  of  the  order." 

(bl  The  U'Biil  status  of  producer  handlers  of  milk  nnder  the  provisionf  oi 
tho  Airriculturnl  Adjustment  A<-t.  ns  reenacted  and  amended  by  the  ApricnltnB' 
Marketing  Agreement  Act  of  IfWT.  aa  amended,  sliall  l;)e  tbe  same  eubseqWrt 
to  the  adoption  of  the  .imeiidments  made  by  thi?  Act  as  it  was  prior  tbrrem 
i<'1  Nothing  In  suiispctlon  lal  of  this  section  I  sluill  be  construed  a»  Ix- 
Talidating  any  clasi"  I  lijise  plan  provision?  of  any  ni.irketing  order  previpu'tf 
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issued  by  tlie  Secretary  of  Agriculture  pursuant  to  authority  contained  in  tlip 
rood  aud  AEiicultnre  Act  of  1960  (79  Stat  1187),  but  such  provisions  nre 
expressly  ratified,  legalized,  and  confirmed  and  may  be  extended  through  and 
Including  December  31, 1971. 

(d)  It  Is  not  Intended  that  existing  law  be  in  any  way  nltered,  rescinded, 
or  amended  with  rsepect  to  section  8c(5)(G)  of  the  ABrltulturnl  Adjustment 
Act,  as  reenaeted  and  amended  by  the  Agricultural  Marketing  Agreement  Act 
(tf  ]9i37,  as  amended,  and  each  section  6c(5)(G)   Is  fully  reaffirmed. 


(a)  A  petition  may  be  filed  by  the  persona  and  for  the  purposes  designated 

(1)  Any  handler  subject  to  an  order  may  file  a  written  petition  with  the 
Secretary  of  Agriculture,  stating  that  any  such  order  or  any  provision  of  any 
(DCh  order  or  any  obligation  imposed  In  connection  therewith  is  not  in  ac- 
cordance with  law  and  praying  for  a  modlflcaUon  thereof  or  to  be  exempted 
therefrom. 

(li)  Any  producer  as  defined  in  any  order  may  file  a  written  petition  with 
the  Secretary  of  Agriculture  stating  that  a  provision  or  provisions  of  such 
coder  as  written  or  as  applied,  relating  to  the  distribution  among  or  payment 
to  producers  of  the  amounts  required  to  be  paid  by  handlers  under  other  provl- 
gions  of  the  same  order,  is  not  In  accordance  with  law  and  praying  for  a 
modification  thereof. 

The  petitioner  shsll  thereupon  be  given  an  <4>portunity  for  a  hearing  upon 
tucb  petition  in  accordance  with  regulations  made  by  the  Secretary.  After 
nch  hearing,  the  Secretary  shall  make  a  ruling  upon  tlie  prayer  of  such  peti- 
tion which  Hhall  be  final,  if  In  accordance  with  law. 

(B)  The  Circuit  Court  of  Appeals  of  the  United  States  in  the  circuit  in  which 
inch  petitioner  is  an  inhabitant,  or  has  his  principal  place  of  business,  Is  vested 
vltta  Jurisdiction  to  review  such  ruling,  provided  a  petition  of  review  for  that 
purpose  is  filed  within  twenty  days  from  the  date  of  the  entry  of  such  ruUng. 
Service  of  process  In  such  proceedings  may  be  had  upon  the  Secretary  by  de- 
livering to  him  a  copy  of  the  petition.  If  the  court  determines  that  such  ruling 
is  not  in  accordance  with  law,  it  shall  remand  such  proceedings  to  the  Secretary 
vitta  directions  either  (1)  to  make  such  ruling  as  the  court  shall  determine  to  be 
in  accordance  with  law,  or  (2)  to  take  such  further  proceedings  as.  In  its  opinion, 
the  law  requires.  The  pendency  of  proceedings  instituted  pursuant  to  this  sub- 
MCtion  (15)  ahall  not  impede,  hinder,  or  delay  the  United  States  or  the  Secretary 
Of  Agriculture  from  obtaining  relief  pursuant  to  section  8a(6)  of  this  title.  Any 
proceedings  brought  pursuant  to  section  Sa(e)  of  this  title  shall  abate  whenever 
a  final  decree  has  been  rendered  in  favor  of  petitioner  in  proceedings  between  the 
same  parties,  and  covering  the  same  subject  matter.  Instituted  pursuant  to  tbfs 
subsecttoQ  (IB)"  

IS.  ZOIC.  SlBtCoQg.,  flret  Bess.) 


Be  It  enacted  by  the  Senate  and  Bouse  of  Represenlatlve»  of  the  United  Staten 
ttf  America  in  Congrest  aatemiled.  That  the  Agricultural  Adjustment  Act,  ni 
Yeenacted  and  amended  by  the  Agricultural  Marketing  Agreement  Act  of  1937, 
aa  amended.  Is  further  amended,  by  adding  at  the  end  of  subsection  8c(5)  the 
following  new  subparagraph  (1)  : 

"(1)  ilstabllshlng  or  providing  for  the  establishment  of  research  and  develop- 
ment projects,  and  advertising  (excluding  brand  advertising),  sales  promotion, 
educational,  and  other  programB,  designed  to  improve  or  promote  the  domestic 
inarketing  and  consumption  of  milk  and  its  products,  to  be  financed  by  producers 
in  a  manner  and  at  a  rate  specified  In  the  order,  on  all  producer  milk  under  the 
Order.  Producer  contributions  undpr  this  sul)poragr!iph  may  be  deducted  from 
tunds  due  producers  in  computing  total  pool  value  or  otherwise  computing  total 
funds  due  producers  and  such  deductions  shall  be  in  addition  to  the  adjustments 
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anthorized  by  Rubparagrapli  (B)  of  xuliisectian  8c(rt).  Prorlsion  mar  be  madelD 
the  order  to  exempt,  or  allow  suitable  adjustments  or  credits  In  connection  with, 
milk  on  which  a  mandatory  checkoff  for  ndvertlaing  or  marlietlns  research  ft 
ivquired  under  the  authority  of  any  State  law.  tjuch  funds  shall  l>e  paid  to  an 
agency  orjpinized  hy  milk  [iroducerti  and  jiroducera'  cooperative  asaoclatlona  In 
Kucli  fonn  anil  with  Niich  nietliods  of  operation  aa  shall  he  itpecifled  in  the  order. 
Kueb  ajcency  may  exi)en(I  sn<-h  fun<hi  for  any  of  the  purposes  authorized  b7  thla 
Mnti|)araf;rai)h  and  may  detiiKnate.  employ,  and  allocate  funds  to  persons  and 
organizations  engagfd  In  tinch  programs  which  meet  the  Htutidards  and  qualUca' 
tlous  Miiecifled  in  the  order.  All  funds  collected  under  this  subparagraph  aliail  be 
separately  accounted  for  and  shall  be  used  only  for  the  purposes  for  which  they 
were  c^<)llected.  I'rograms  authoi'iiHl  by  this  Moliparagraph  may  be  either  local  or 
Tiiitioiml  In  MCO|(e,  or  both,  as  i>rovi(led  In  the  order,  but  ahnll  not  be  InternatlonaL 
Order  provtxionH  under  tliia  subparagraph  shall  not  become  effective  in  any 
marketing  order  unless  sneii  provisions  are  approved  by  prodncerg  separately 
from  other  order  provisions,  in  the  same  manner  provided  for  the  approval  of  mar 
keting  orders,  and  may  be  terminated  separately  whenever  the  Secretary  makes  I 
<letermi nation  with  respect  to  such  provision!!  an  is  provided  for  the  termlmitloD 
of  an  i>r<ler  in  siiliHectinn  Kc(16)  (11).  DlKapproval  or  termination  of  such  order 
provlsliiiis  sliall  not  t)e  considered  disapproval  of  the  order  or  of  other  terms  of 
the  order." 

I)B.*FT — An  Amenoment  to  the 
Mandatory  Requibbmext  To  t 
I'BicE  Support  Law 

Sec.  .Wa.  The  Hrst  sentence  of  wction  201  of  the  Agricultural  Act  of  ISO,  » 
amended  (T  V.H.V.  144«).  In  amended  by  striking  the  words  "milk,  bntterfat,  and 
the  products  of  milk  and  bntterfat"  and  inserting  in  lieu  thereof  the  words  "aad 
bilk".  Paragraph  (c)  of  section  201  of  the  Agricultural  Act  of  1&4H,  as  amendfd 
(7  U.S.C  1446(0  (,  Is  amended  to  read  as  follows: 

"(cl  The  price  of  milk  shall  \ie  HHpi>orted  at  such  level  not  in  excess  of  OOiirr 
t'entum  nor  less  than  73  per  centum  of  the  parity  price  therefor  as  tlie  Secretary 
determines  ne<'essary  In  order  to  assure  an  adequate  supply.  Snch  price  snpiMtrt 
sliall  l)e  provided  through  purchases  of  milk  and  the  products  of  milk." 

The  amendments  made  hy  this  sulisectlon  shall  become  effective  for  the  market- 
ing year  banning  April  1, 1970. 

IS. -'Mil.  BlBtCoDg.,  second  801.1 


Be  It  enacted  by  the  Benate  and  Bouse  of  ReprcacniaHren  of  the  VnUed  Sttti* 
nf  America  in  Congrett  o-«*em6(ed.  That  section  3  of  Public  Tjiw  90-484.  apprond 
August  13.  IMS  (R2atat.  750;  7  U.S.C.  4.101),  is  amended  by  striking  out  "JraieSft 
1S)70"  and  inserting  In  lieu  thereof  "Jane  ,10, 1973". 


[S.  «44,  eiRt  Cone.,  Brat  smh.I 
A  BILL  To  provide  a  "pedal  milk  program  tor  cbUdrnl 

Bn  1*  enacted  by  the  Senate  and  Ilouar  of  RepreBentativet  of  the  Unitei  S(if« 
nf  America  in  rongreKM  inmembicll ,  That  section  3  of  the  Child  Nutrition  Art  d 
Iflfitt  Is  amended  to  read  as  follows : 

"Src.  3,  There  Is  liereliy  autliurlKed  to  be  appropriated  for  the  fiscal  year  end- 
ing Jane  30.  1070.  not  to  exceed  $12r),000,000 ;  for  the  flacal  year  ending'  June  10. 
1071,  not  to  exceed  fl3O.OO0.OO0;  and  for  each  succeeding  fiscal  year,  not  tort- 
ceed  $]3o,000,000,  fo  enable  the  Secretary  of  Agriculture,  under  snch  miea  m* 
regulations  as  he  may  deem  in  the  public  interest,  to  encourage  eonsnmptloa  «l 
fluid  milk  liy  children  In  the  Ignited  States  In  (1>  nonprofit  schools  of  blgb  ftt^ 
grade  and  under,  and  (2)  noni)roflt  nursery  schools,  child-care  centers,  wttle- 
nicnt  houses,  simimer  camps  and  similar  nonprofit  Institutions  devoted  w  tl* 
care  and  training  of  children.  For  the  inirposea  of  thla  section  Tnlted  Stilw' 
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means  tbe  fifty  States  und  the  District  of  Columbia.  Tbe  Secretary  Bball  adminis- 
ter the  special  milk  proeri'ui  pn>vlded  for  by  tbiH  !4ectIon  to  the  maximum  extent 
practicable  in  tlic  same  manner  as  be  administered  the  special  mllli  program  pro- 
vided for  by  Public  Law  89-642,  as  amended,  during  the  fiscal  year  ending 
June  30. 1909." 

[S.  3305.  91st  Cong.,  Becaad  sesB.) 

r  tbe  Armed  Forces  BDd 

Be  it  enacted  ly  the  Senate  and  Bouse  of  Reprenenlatives  of  the  United  Slates 
of  Ajoerica  in  Congress  assembled.  That  section  202  of  the  Agricultural  Act  of 
ld49.  an  amended  (7  U.S.I'.  1446a),  is  amended  by  striking  out  in  subsections 
(a)  and  (b)  "December  31.  1070"  and  inserting  In  lieu  thereof  "December  31, 
1973". 

IS.  61S.  aist  Cans.,  first  sess.] 
A  BILL  To  regulate  Imports  of  milk  aai  dairy  products,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Ret>resentatives  of  the  United  States 
of  America  in  Congress  assembled.  That  this  Act  may  be  cited  as  the  "Dairy 
Import  Act." 

Sec.  2,  No  imports  of  dairy  products  shall  be  admitted  into  the  United  States 
(or  consumption  for  any  food  use  except  pursuant  to  authorizations  issued  by 
the  Secretary  of  Aftriculture  in  aocordance  with  the  provisions  of  this  Act 

Sec.  3.  No  authorizations  for  imports  of  dairy  products  ehall  be  issued  by 
the  Secretary  which  would  result  in  total  imports  for  consumption  for  any  food 
nae  tn  any  calendar  year  of  butterfat,  nonfat  milk  solids,  casein,  or  caseinates.  in 
iny  fonn.  in  excess  of  the  respective  total  average  annual  quantities  thereof 
which  were  admitted  for  consumption  for  any  food  use  during  the  five  cal- 
endar years  1961  through  1965. 

Sec.  4.  In  the  event  that  total  annual  domestic  consumption  of  milk  and  miUc 
products  in  any  calendar  year  shall  be  greater  or  less  than  tbe  average  annual 
domestic  consumption  of  milk  and  milk  products  during  the  five  calendar  years 
1961  through  1865,  the  volume  of  imports  of  butterfat,  nonfat  milk  solids, 
easeln,  and  caseinates,  in  any  form,  authorized  under  this  Act  shall  be  Increased 
or  decreased  for  such  calendar  year  by  corresponding  percentages.  For  the 
purpose  of  this  Act,  tbe  Secretary  may  estimate  such  total  annual  domestic 
eoDsuniption  and  shall  reflect  adjustments  of  such  estimates  in  the  level  of  Imports 
authorized  in  subsequent  periods.  In  computing  or  estimating  such  annual  domes- 
tic consumption  under  this  Act.  milk  and  milk  products  used  in  surplus  dis- 
posal or  in  distribution  programs  sponsored  by  the  P^eral  Government  or  any 
ageney  thereof  shall  be  excluded. 

Sec.  5.  The  President  may  permit,  if  he  finds  such  action  is  required  by  over- 
riding economic  or  national  security  interests  of  the  United  States,  additional 
qnantities  of  Imports.  Additional  imports  permitted  under  this  section  shall  be 
admitted  for  consumption  under  special  authorizations  Issued  by  the  Secretary. 
No  additional  imfiorts  shall  tte  admitted  for  consumption  under  this  section  at  a 
time  when  prices  received  by  dairy  farmers  for  milk  on  a  national  average  as 
determined  by  the  Secretary  are  at  a  level  less  than  parity,  unless  tbe  Secretary 
shall,  at  the  time  such  imports  are  authorized,  remove  from  the  domestic  market, 
tn  addition  to  and  separate  from  other  price-support  purchases  and  operations, 
a  corresponding  quantity  ot  dairy  products.  The  cost  of  removiug  such  dairy 
products  from  the  domestic  markrt  shall  be  separately  reported  and  shall  not  be 
charged  to  any  agricnltuml  program. 

Sec.  6.  "Dairy  products"  for  the  purpose  oC  this  Act  includes  (1)  all  forms  of 
milk  and  dairy  products,  butterfat,  nonfat  milk  aolids.  and  any  combination  or 
mixture  thereof ;  (2)  any  article,  compound,  or  mlrture  containing  .'i  i>er  centum 
or  more  of  butterfat.  or  nonfat  lailk  solids,  or  any  combination  of  the  two;  and 
(3)  casein,  caseinates,  and  other  derivatives  of  milk,  butterfat,  or  nonfat  milk 
eolids,  if  imported  commercially  for  an.v  food  use. 

"Dairy  products"  for  the  purpose  of  this  Act  does  not  include  (1)  Industrial 
«asein.  industrial  i-aseinates,  or  any  other  industrial  product,  not  to  be  used  in 
any  form  for  any  food  use,  or  as  an  Ingredient  of  food :  or  (2)  articles  not  nor- 
mally considered  to  be  dairy  products,  such  as  candy,  bakery  goods,  and  other 


),Googlc 


512 

similar  articles,  provided  neltber  the  bntterfat,  Dontat  milk  floUda,  CAMdn,  or 
caselnates,  in  aoy  form,  In  any  aacL  article  la  commercially  «xtractKbI«  or  cvaUe 
of  being  used  commercially  as  a  replacement  or  substitnte  for  such  liuxedleiiti  la 
tbe  mianaflacture  of  any  food  product 

Sec.  7.  The  Secretary  may  prescribe  such  mles  and  repilatloiw  ax  he  deenii 
necessary  for  the  effectWe  admlnlstratioD  of  this  Act. 

Sec  S.  Nothing  contained  in  this  Act  shall  be  construed  to  repeal  aectloo  22  <£ 
the  Aj^cultural  Adjustment  Act  or  any  Import  limitation  now  in  effect  or  here- 
after established  thereunder ;  but  the  respective  total  annoal  qimntltative  limita- 
tions on  imports  of  butteifat,  nonfat  milk  solids,  casein,  or  caselnatei,  la  any 
form,  for  any  food  nae,  prescribed  by  this  Act  shall  prevail,  and  all  Imports 
authorized  under  eald  section  22  or  any  other  law  shall  be  Included  In  coui^hHIui 
such  totals. 

The  Chairuak.  Mr.  Bansom. 

S1ATE3SEST  OF  PAITL  S.  BAHSOH,  CHAIRUAB,  COTTOH  ADTIBOET 
COmUTTEE,  AITD  B.  F.  "SICE"  GhlBSON,  LOTTISIAKA  ZABI 
BITBEAtr  FEIKEBATIOir,  BATOIT  XOUOE,  LA. 

Mr.  Ransom.  Chairman  Kllender  and  members  of  the  committee, 
I  am  Paul  S.  Ransom,  cliairman  of  the  Iiouisiana  Farm  Bnreu 
Federation  Cotton  Advisory  Committee  and  a  cotton  farmer  from 
Ouachita  Parish  in  northeast  Louisiana,  I  have  with  me  todny  Mr. 
E.  P.  "Dick"  Gibson,  a  cotton  farmer  from  Red  River  Parish  in 
northwest  Ijouisiaiia,  and  Mr.  Dewell  Gandy,  commodity  director  for 
Louisiana  Farm  Bureau  Federation. 

The  following  testimony  is  given  on  behalf  of  the  Louisiana  Farm 
Bureau  Federation  which  i-epresents  over  30,000  farm  families  in 
Lonisiana,  a  good  portion  of  which  are  cotton  farmers — both  large 
and  small — from  all  parts  of  our  kState.  This  statement  is  based  on 
policy  ado|>ted  at  the  Louisiana  Farm  Bureau  Federation's  annnil 
nieetmg  held  in  July  of  1969,  and  this  testimony  is  what  Louisiana 
cotton  farmers  want  in  legislation  today.  Since  our  annual  mertin^, 
we  have  had  some  30  meetings  in  all  cotton  areas  of  the  State  in 
order  to  be  absohitely  certain  that  this  testimony  reflected  the  wishes 
of  cotton  farmers  on  cotton  legislation. 

At  tliis  time,  Mr.  Chairman,  with  cotton  legislation  expiring  at  the 
end  of  this  year,  we  think  it  is  important  that  certain  provisions, 
basic  and  ewscntial  to  any  sound  program,  l>e  given  full  consideration. 
We  fee!  there  are  four  basic  areas  tnat  need  careful  consideration  in 
any  new  legislation.  These  are:  (1)  farmer  income,  (2)  domeatic 
consumption,  (3)  export,  sales,  and  (4)  farm  pro-am  costs.  The 
Agricultural  Act  of  lOfi.'i  has  l»en  veiy  controversial  in  most  of  thee 
aivasj  however,  the  one  point  in  the  act  that  has  not  been  subject  to 
criticism  is  the  i>anty  concept.  We  certainly  wish  to  commend  this 
committee  for  maintaining  the  parity  concept  in  the  act  of  1S6S. 
We  feel  that  tlie  fiS-perccnt-parity  floor  should  be  the  basis  from  wluch 
this  committee  begins  to  construct  new  legislation. 

We  l»Iievo  a  broad-based  i>rogram  to  e.\pand  domestic  consumption 
and  export,  sales,  cut  costs,  both  to  the  producer  and  on  Government 
programs,  and  pTOvide  adequate  net  farm  income  are  essential  to 
establishment  of  a  soinid  farm  program  that  will  revitalize  agri- 
culture. 

To  accomplish  these  objectives,  Louisiana  farmers  feel  any  ne» 
legislation  adopted  for  cotton  should: 
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(1)  WoA  toward  reduction  of  the  national  minimum  acreage  al- 
lotioeot  from  16  to  14  million  acres,  recognizing  that  as  sales  increase, 
acreage  can  be  expanded.  We  are  currently  operating  under  a  16  million 
acre  minimum,  and  we  propose  that  the  Federal  Goremment : 

(o)  Authorize  for  permanent  retirement  the  so-called  productivity 
poor  acreage — about  6OO,000  acres. 

{ 6^  Be  authorized  to  purchase  for  permanent  retirement  the  acreage 
lequired  to  get  to  a  14  million  acreage  base  on  a  sealed  bid  basis  after 
the  productivity  pool  acreage  is  taken  out.  We  further  feel  that  pro- 
risions  to  protect  areas  and  farmers  should  be  included  when  retir- 
iogthis  acreage. 

The  Chairman.  How  would  that  work,  Mr.  Ransom?  You  say 
the  Government  would  buy.  Buy  what? 

Mr.  Ran-rom.  Buy  the  cotton  allotment.  In  other  words,  the  farmer 
who  did  not  wish  to  plant  his  crop  could  offer  to  the  Federal  Giovem- 
ment  for  sale  on  a  competitive  bid  basis  his  right  to  plant  cotton.  If 
the  Government  accepted  it,  they  would  in  essence  buy  the  allotment 
tnd  it  would  be  permanently  retired.  It  would  be  a  choice  up  to  the 
farmer.  The  farmer  would  be  authorized  to  make  the  decision  whether 
he  did  want  to  do  this  or  not.  It  would  be  his  choice. 

The  Chairuan.  Have  you  any  idea  what  that  would  cost  the  Gov- 
ernment? 

Mr.  Raksoh.  We  have  thought  a  lot  about  it  and  I  believe  there  are 
so  majiy  people  today  that  are  planting  cotton  for  the  payment  and 
tha  payment  alone,  if  the  payment  was  taken  out  you  would  have  a 
flood  of  people  that  would  be  willing  to  sell  their  allotment  for  per- 
manent retirement.  I  think  between  $55  and  $65  an  acre  would  retire 
unple  acreage  at  that  time. 

The  Chairman.  On  a  permanent  basis  ? 

Mr.  Ransom.  On  apermanent  basis,  yee,  air. 

Senator  Jordan.  Would  this  prevent  the  fanner  from  leasing  his 
teres,  or  turning  it  in  as  it  is  now  ? 

Mr.  Ransom.  If  he  sold  it  to  the  Government  for  a  price,  it  would 
be  permanently  retired  as  far  as  that  farm  is  concerned. 

Senator  Jordan.  I  understand  that,  but  if 

Mr.  Ransom.  As  we  enviaion  it,  it  would  not  be  doled  out  to  other 
farmers.  It  would  be  retired.  That  is  the  way  you  reduce  the  minimum 
from  16  to  14  million  acres. 

Senator  Jordan.  I  mean,  if  he  wanted  to  release  it  to  some  other 
fanners  he  would  still  have  the  right  to  do  that  ? 

Mr.  Ransom.  Yes,  under  the  regulations  we  have  at  the  present  time 
he  would  have  the  right. 

Senator  Belluon.  When  you  say  retirement  you  mean  retire  frcon 
Cotton? 

Mr.  Ransom.  Yes,  but  it  would  go  to  other  crops.  Two  million  acree 


Senator  Bki.lmon.  So,  you  are  not  retiring  the  land  ? 

Mr.  Ransom.  Retiring  the  allotment. 

The  CHAraMAN.  Now,  could  that  cotton  land  be  planted  to  other 
Crops  that  are  supported  ? 

Mr.  Ransom,  We  have  no  real  proposal  on  this.  We  envision  that  the 
farmer  if  he  sold  it,  would  be  allowed  to  plant  crops.  Let  me  amplify 
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on  tliis  a  littlf,  Mni^t  of  tlip  iiefii>le — who  would  want  to  sell  their  allot- 
iiipiit — wf)ii!(l  iti'ol>al)ly  'lifw:*  a  variety  of  crops.  I  do  not  think  it 
would  Ik-  liny  wimlt^ile  movement  into  one  paitieidar  crop.  I  think 
lliis  2  million  sifies  would  lie  iliver-ifd.  A  pxxl  many  of  them  will  not 
do  anytliiijfr.  Von  can  tnivel  ihiTniiTh  tlie  South  and  see  a  lot  of  acres 
that  pnnltice  iiolliin(r-  Some  of  tliis  would  l»e  in  that  category. 

Scnatoi-  ('iirrrs.  That  $.>().  $60  an  acre  would  that  be 

Mr.  K.\N'so.M.  A  one-shot  deal. 

St'iin.t(>i-.Ionii.\N.  He  could  lose  li  is  allotment  forever? 

Mr.  li.vNsoM.  Ki^lit.  He  would  permanently  i-etire  his  aflotoieiit. 
Just.  like  a  new  farm  with  no  allotment,  as  we  envision  it.  He  would 
<-h<H)si'  to  (p't  out  of  the  cotton  liusinens  as  n  fanner.  Permanently. 

Senator  Mii.i,kr.  When  you  say  here  there  should  be  provisions  to 
l)rot('ct.  aivus  and  fanners,  what  do  you  have  in  mind  ? 

Mr.  Ransom.  Well,  this  is  what  we  have  in  mind.  For  instance.  I 
would  not.  Biiv  that  it  would  l>e  advisable  to  jro  into  certain  areas  u>d 
just  clean  all  the  cotton  <iut — where  you  would  not  have  an  economic 
unit,  to  have  a  conipres.s,  j^ins,  and  things  of  that  nature.  In  otiier 
nreus  it  would  he  nioi'e  or  less  flexihle.  Yon  have  a  few  farmers  tliat 
have  to  tmvel.  fi'i  to  70  miles  to  get  to  a,  cotton  gin  in  Louisiana.  If 
there  whs  anyway  they  coidd  get  some  cash  out  of  the  allotment  Hie; 
would  like  to  cuiit. 

Senator  Mii.i.kk.  So.  you  would  hwk  upon  this  as  a  matter  for  the 
Seci-etary  to  exercise  discretion  on. 

Mr.  Raxs<oi.  Right. 

Semiior  Mii.lkk.  So  that  if  in  the  case  you  put,  the  farmer  65  milH 
away  ])ul  in  a  hid  to  sell  liis  cotton  allotment  for  the  same  price  I  did, 
and  I  was  "i  miles  fii>mthegiii,  all  other  things  being  equal,  I  would  not 
have  my  hid  accepted  hnt  his  would  be^ 

Mr.  Ransom.  This  is  iine  connotation  you  could  put  on  it  hut  realK 
whnt  we  rhought  about,  for  instance,  if  a  county  had  only  enoujrli 
cotton  for  one  gin.  they  wonld  have  second  choice.  In  other  words,  if 
ihey  ohviously  are  planting  cotton  under  duress  due  to  no  proces^nj^ 
and  marketing  facilities.  Ihese  people  will  not  get  out  of  cotton  volun- 
tarily Ix-canse  they  are  not  g'>ing  to  give  the  nllotment  away  and  thev 
are  L'oing  to  plant  for  the  payments  and  have  some  income.  We  tliini 
you  cnn  retire  a  sizable  amount  all  over  the  South  for  a  verj'  lo* 
fiirire  if  Humethiug  other  than  a  pavment  program  is  adopted.  Ynu 
would  have  to  change  some  other  things  which  we  will  go  info  Inter 
bu!  we  feel  that  at  the  present  time  there  is  no  way  in  the  world  thit 
yrm  c:in  plant  Hi  million  acres  with  any  hoiw  of  doing  anything  tut 
ju-t  -kyjfM.keting  the  surplus. 

Sfiaior  Mn.r.F.it.  Von  jnsi  do  not  want  that  million  and  a  half  sens 
oi]  top  of  ihnt  pool  to  l>e  arhitraiily  picke<i  reganlless  of  the  biddinfT- 
T!ip  lii-MiiJir  and  these  <ither  factoi-s, 

Mr.RiNM.M.  Riirhi. 

Si'iitiiorMii.i.KR.  .\relioth  iroing  to  l)e  taken  intoa'-eount  I 

Mr.KAX-i^.M.Riirht. 

Sevit'.rMii.i.Ei!.  .Vnd  retired  ? 

Mr.  Ii  ^^■■^■>r.  Tliat  is  the  w.iy  we  envision  it. 

Thf  *  H  URM  \N.  When  you  speak  of  bidding,  would  yon  take  a  cer- 
tain iiifH  iij  w)]ich  vou  would  have  so manv  acres! 
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Mr.  Ransom.  Right.  I  would  presiime  the  mechanics  of  the  thing  Ite 
that  if  the  farmer  elected  to  permanently  retire  his  acreage,  just  as  an 
example,  he  could  go  into  the  county  ASC  committee  and  say  I  will 
offer  my  allotment  at  this  price,  put  it  in  an  envelope  and  seal  it  and 
then  the  Department  would  have  the  richt  to  either  accept  it  or  reject 
it  to  get  this  reduction  of  the  national  allotment. 

Senator  CnRns.  At  the  present  time  can  he  permanently  sell  his 
allotment  to  anotiiei'  fanner  'i 

Mr.  Ransom.  That  is  correct,  he  can. 

SenatorCuims.  Is  much  of  that  happening?  Of  course,  that  does  not 
reduce  production. 

Mr.  Ransom.  It  does  not  reduce  production.  This  really  plays  into 
the  hands  of  the  corporate  farmers  who  can  afford  to  pay  this  price, 
Wlien  a  farmer  buys  allotment,  it  could  increase  his  cost  of  production. 
I  mean,  on  cost  of  acreage.  What  we  envision  is  permanent  retirement 
of  this  allotment  and  not  let  it  go  to  some  other  fanner  who  wants  to 
buy  it. 

Senator  Curtis.  I  wondered  about  a  proposal  tJiat  one  farmer 
bought  say,  100  acres,  part  of  the  condition  that  of  his  right  to  purchase 
that  allotment  would  be  that  he  would  have  to  permanently  turn  back 
a  third  of  it.  In  tliat  way  the  burden  would  not  have  to  be  carried  by 
the  taxpayer  but  every  time  there  was  100  acres  transferred  there 
would  te  33^/^  acres  go  out  of  production. 

Mr.  Ransom.  Well,  this  productivity  pool  we  speak  of  is  not  exactly 
what  you  have  outlined  but  just  to  give  you  an  example,  here  is  a 
farmer  with  SOO  pound  projected  yield  and  100  acres  of  cotton  he 
wants  to  sell.  The  farmer  who  buys  it  has  a  1,000  pound  projected 
yield.  He  only  transfers  50  acres.  This  half  million  acres  are  the  acres 
that  are  tied  up  in  this  transfer  on  the  sale  and  lease  that  belong  to  no 
farmer.  And  those  are  the  acres  that  we  think  we  had  better  get  rid  of 
now. 

The  Chairman.  Proceed. 

Mr.  Ransom.  How  the  Department  saw  fit  to  increase  the  acreage 
allotment  from  16  million  to  17,1.50,000  acres  this  year  is  beyond  our 
comprehension.  Such  unwarrante<l  decisions  make  practical  and  sensi- 
ble solutions  more  difficult.  In  our  approach,  before  we  would  force 
more  cotton  onto  an  already  declining  cotton  market  (both  domesti- 
cally and  in  exports),  we  would  reestablish  a  sound  growing  cottcm 
market  and  then  national  acreage  allotment  increases  might  be 
justified. 

(2)  We  stnmgly  support  a  single  allotment  system  for  producing 
cotton  and  participating  in  any  cotton  program.  We  strongly  feel  that 
there  should  be  no  differentiation  between  domestic  and  export 
acrea^, 

(3)  Future  legislation  for  cotton  should  not  contain  a  provision  for 
unlimited  sale  and  lease  of  cotton  allotments  between  farmers.  This 
provision  would  mean  that  the  right  to  produce  cotton  would  go  to 
the  highest  bidder  and  family-type  farms  are  in  no  position  to  be  bid- 
ding against  corporate-type  farms  for  the  right  to  produce  cotton. 
Farmers  whom  we  represent  are  farmers  who  must  strive  for  a  profit 
in  order  to  meet  their  financial  obligations  rather  than  large  corpora- 
tions engaged  in  farming,  who  enjoy  the  privilege  of  tax  writeoffs,  a 
subject  foreign  to  the  man  who  actually  tills  the  soil. 
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Senator  Jordan.  May  I  ask  a  questJOD  at  that  point  (  Aie  yon  saying 
that  the  corporate  farmers  are  not  farming  for  profit! 

Mr.  BA^-Bou.  Wei],  in  some  cases  they  are  and  in  some  caaes  thn 
are  not.  I  think  we  all  know  cases  where  it  is  to  their  particular  act- 
vantage  in  any  given  year  to  do  a  lot  of  capital  improvements  tfft 
tax  reasons  and  then  hope  to  gain  it  later  in  capital  gains-  This  is  i 
thing  that  has  been  going  on  since  I  have  been  farming.  Very  conunoD 
practice. 

Sraiator  Belj.mon.  Mr.  Chairman,  mav  I  ask  one  question? 

Do  you  feel  that  a  corporate  cotton  farmer  can  be  more  efficient 
than  ft  family-type  cotton  farmer^ 

Mr.  Bansou.  If  you  mean  cost  of  production  of  a  pound  of  lint, 
a  lot  depends  on  the  land.  Some  of  the  most  inefficient  operations  I 
know  of  are  large  corporate  farms  but  tliere  are  others  that  are  effi- 
cient. They  do  not  fit  into  any  size  category. 

I  will  say  this.  The  backbone  of  tlie  cotton  industry  as  I  know  it, 
the  people  who  will  stay  here  the  longest  are  the  family-type  farms. 

Senator  Bellmon,  Well,  I  cannot  see  why  you  raise  this  point  is 
your  testimony.  It  seems  to  make  it  appear  as  if  you  are  conaenining 
tJie  corporate  farmer. 

Mr.  Ransom.  Well,  just  use  as  an  example,  cotton  farmers — familj- 
firpe,  are  not  in  the  fmancial  condition  to  go  out  and  bid  on  allotment. 
We  will  say  in  Louisiana,  particularly,  we  have  tremendous  numbers 
of  absentee  landlords.  Oil  companies,  et  cetera.  They  are  buying  this 
acrea^  up.  They  are  in  a  pretty  good  writeoff  position.  This  is  whst 
is  going  on  in  the  cotton  industry. 

It  is  my  understanding  that  cotton  is  in  the  worst  position  in  this 
respect  compared  to  crops  all  over  tlie  United  States.  The  absenlte 
landlord  is  one  of  our  major  problems  affecting  profit. 

Senator  Jordan.  If  he  buys  it,  he  does  not  plant  it,  does  he! 

Mr.  Ransom.  If  he  buys  it  lie  plants  it,  yes.  He  also  collects  paj- 
ments  on  it. 

Senator  Miller.  Could  I  take  you  bank  to 

Senator  Curtis.  How  does  he  plant  it.  by  tenant? 

Mr.  Ransom.  He  leases  it  out  to  some  farmer  to  farm  it  for  him. 

Senator  Cuims.  He  does  not  hire  help  to  farm  itt 

Mr.  Ransom.  In  most  cases,  no. 

Senator  Beli.mon.  And  loses  money  on  this  operation. 

Mr,  Ransom.  Not  necessarily,  T^t  me  say  this.  He  has  a  choice  in 
many  of  these  cases  wliether  he  wants  to  go  gung  ho  and  really  (pr« 
a  tremendous  capital  improvement  to  the  fami  and  charge  it  off 
against  some  other  operation  or  if  the  farm  needs  to  make  money  ewiy 
third  year,  he  can  devise  ways  of  making  a  little  money.  He  has  this 
option  of  juggling  it  around  wliere  the  real  family-type  farmer  does 
not. 

Senator  .Mili-kk.  I  am  just  lookiiic  for  a  little  information.  Going 
iHU'k  to  Xo.  :*,  you  siiy  you  strongly  itvl  there  shouUl  Iw  no  differentia- 
tion l)etweeii  donie-stic  and  px|)Oft  acreage. 

Mr.  R.vxsiiM.  That  isconvct. 

Senator  JIiu-er.  Why  ? 

Mr.  Raxsom,  Well,  fnnuei-s  in  our  State  feci  if  you  are  goinptn 
have  an  allotment  system  if  ouglit  to  Iw  adhered  to,  Tliere  should  I* 
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DoopeD-«nd  planning.  In  other  words,  fou  are  going  to  have  an  allot- 
ment of  so  many  milTion  acres.  Tliat  is  the  allotm^it.  The  prerogative 
is  either  to  plant  up  to  your  allotment  or  less,  not  to  plant  a  certain 
number  of  acres  and  then  overplant  for  export.  If  you  are  going  to 
have  an  allotment  system  to  control  production  it  ought  to  be  adhered 
to. 

Senator  Miluib,  You  would  not  break  the  allotment  down  between 
:he  allotment  for  export  and  the  allotment  for  domestic 

Mr.  Raxsom.  No,  sir. 

The  Chairman.  Well,  the  amount  of  cotton  planted  for  export,  I 
hiok,  is  limited,  is  it  not  ? 

Mr.  Ransom.  Under  the  present  program  there  is  a  quarter  of  a 
oiUion  acres  that  could  be  planted.  It  is  my  understanding  that  a 
auall  percentage  is  applied  for — it  is  negligible. 

The  CiLAiKMAx.  So  thfit  the  law  is  not  used. 

Mr.  Kaxsou.  Right.  In  other  words,  under  the  present  law  when 
ton.  plant  export  acreage  you  have  no  basic  price  support  on  the  other 
kcreage.  It  is  not  financially  attractive  except  in  isolated  caaes.  In 
'act,  there  is  as  much  in  an  area  in  Louisiana  as  any  place  I  know  of. 

The  Chairuan.  In  connection  with  your  testimony,  would  you  be 
ible  to  get  for  us  since  this  law  has  been  enacted,  that  is,  to  plant  for 
'orngn  sales,  the  amount  of  actual  acres  planted  each  year? 

Mr.  Ransom.  Yes,  sir;  this  is  available  and  we  can  get  it, 

The  Chairman.  Get  the  l3eparfment  to  put  tliat  in  in  connection 
nih  Mr,  Hansom's  testimony. 

Mr.  GiHSON,  According  to  the  USDA  at  the  present  time  CaJifomia 
s  planting  about  12,000  acres,  I.K)uisiana  is  the  second  largest  in  the 
fation.  With  6,000  acres.  Those  are  the  figui-es  they  gave  me  a  few 
veeks  ago. 

The  CiiAiRMAN,  Proceed. 

Mr.  Ranbou.  No.  4.  Future  cotton  legislation  should  incorporate 
ictual  yield  tlieory  instead  of  projected  yield  theory.  Under  the  pro- 
ected  yield  theory,  much  misuse  of  the  current  program  has  resulted. 
Vb  would  urge  tnat  actual  yield  theory  based  on  the  current  year's 
■ield  be  adopted  since  over  70  percent  of  cotton  land  today  is  farmed 
y  someone  other  than  the  landowner.  What  I  am  saying  is  that  70 
lercent  of  the  cotton  land  is  farmed  by  someone  else  other  tlutn  the 
iwner  of  that  land. 

When  a  projected  yield  type  payment  program  is  in  effect,  the  land- 
ord  in  many  cases  is  inclined  to  look  to  payments  as  his  source  of 
evenue  rather  than  the  ability  of  the  producer  to  |)roduce-  An  actual 
•ield  tiieory  will  stimulate  tlie  landlord  to  look  for  more  efficient  pro- 
.ucers  rather  than  to  settle  for  payment  seekers. 

The  Chairman.  On  this — the  way  tlie  law  works  now,  does  that 
lure  to  the  benefit  of  these  absentee  landlords  ? 

Mr.  Ransom.  Yes;  there  is  no  question  about  it,  Senator. 

The  Chairman.  In  other  words,  they  are  paid  for  x  number  of  bales 
f  cotton. 

Mr.  RANsosf.  A\nietlier  tliey  m;ike  it  or  not.  In  other  words,  let  me 
«  real  clear  on  this  point.  The  allotment  belongs  to  the  landowner, 
ncluded  in  the  allotment  is  a  certain  payment  involved — all  that  he 
las  to  lie  assured  of  is  someone  who  is  going  to  get  the  seed  in  the 
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KFimnd.  Tlie  pa^vment  first  eoes  to  the  landowner.  Tlien  he  wiU  make 
till-  ricirision  in  i)ra<rtice  of  how  mu<'h  of  the  payment  he  will  give  ap 
for  tlie  niiin  to  fanii  it.  This  in  what  lias  happened  to  the  cotton  boa- 
UBSs  under  this  typa  program.  This  is  why  national  yields  are  going 
down,  HI  my  judgment. 

Senator  Jokuax.  Is  this  a  c^tse  where  I  hear  them  say  a  fellow  will 
srr;iti-h  pliiiitj  Hnds  it  does  not  look  like  it  is  going  to  do  veiy  well, 
tlieii  hegets  his  payment  and  puts  it  in  soybeans. 

Air.  It.vN'wiM.  We  nili  it  planning  to  have  acrop  failure. 

Senator  Jordax.  That  is  what  I  say. 

The  (;iiAii!.MAN.  Xow,  liow  is  he  alTected  the  following  years?  Does 
it  u<it  decrease? 

.Mr.  Kankom,  It  may  or  may  not,  l>ecansG  nnder  a  projected  yield 
pifrgram.  it  is  iiii  to  the  local  committee  to  decide  what  they  are  going 
to  do  with  liis  yield.  He  maj'  get  an  increase.  This  lins  happened.  We 
know  of  this.  In  other  words,  it  is  indirectly  tied  to  production  but  it 
is  not  tied  to  actual  production.  There  is  a  3-year  lag  in  this  thing. 
Ill  other  wonis,  you  prove  the  yield  over  3  years  on  the  farm. 

An  exami>le:  Take  a  farmer  who  has  done  a  real  good  job  for  his 
landlord  and  hjis  upped  the  production.  The  projected  yield,  let  us 
siiy.  goes  up  f  n>m  600  to  750  or  SOO  pounds. 

All  of  a  sudden  the  landlord  says,  man,  look  at  tlioee  payments.  $85 
an  aero.  Then  lie  decided  mavbe  1  do  not  want  a  fanner  who  is  going 
to  do  a  g<K»d  job.  ilaybe  I  fia»e  to  find  somebody  who  will  give  dib 
more  shai-e  of  the  payment  because  the  paj-ment  belongs  to  the  Jlot- 
ment  holder. 

T  Ii0|ie  I  make  myself  clear  on  this  point.  It  is  criticfll  in  the  cotton 
business. 

Senator  Hkij-mon.  Mr.  Chairman,  may  I  ask  one  question? 

See  if  I  undei-stand  what  you  are  talking  about.  In  the  wheai^  busi- 
ness we  do  not  get  a  payment  until  we  produce  wheat.  IVell,  that  is 
not  true.  AVe  get  a  payment  on  our  ai-erage  wheat  production.  That  is 
what  hapi>ens  in  <'Otton  ? 

Mr.  RANSoAt,  Right.  That  is  correct.  But  it  has  nothing  to  do  with 
the  cini-ent  year.  In  other  words,  the  payments  on  a  cotton  farm  f* 
1!*""  have  already  l>e4in  predefermined  and  they  go  first  to  tlie  allot- 
tnciit  holder  and  how  much  of  that  will  get  down  to  the  nuui  who  is 
f:inning  is  the  lan<lowners  decision. 

Senator  Mii.kkk.  'Well,  that  would  happen  under  your  actual  yield 
aii|)roiii'h.  too,  would  it  not  f 

Mr.  Ransom.  Well,  our  approach  is  not  for  a  payment  prf^rrani. 
Let  me  just  way  this,  T'lider  the  ti-aditional  price  su]>(H>rt.  concept  that 
we  r>|icnited  under  until  we  got  ono-price  cotton — this  was  not  a  prob- 
ifiii.  Till-  mail  who  income  farms  should  lie  dependent  on  how  much  lie 
!ias  made  out  of  his  ci-oji.  It  was  based  on  the  abilitv  of  the  i»erson  who 
faiined  the  land. 

Xow.  10  to  4.'i  peivent  of  flic  income  is  based  on  a  predeterminwl 
fi:ruif  that  U'longs  to  the  allotment  holder.  In  our  judgment,  we  have 
sliifted  the  emphasis  much  too  far  away  from  the  man  who  is  fanning 
to  the  allotment  holder,  and  T  think  the  history  of  cotton  yields  in 
the  hist  few  yeare  will  pro\e  us coi-i-ect. 
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Senator  Jobdan.  The  allotment  holder  can  be  the  man  who  farms 
the  farm. 

Mr.  Ransom.  Oh,  certainly.  And  there  are  many.  But  if  you  look 
at  the  thing,  they  ai-e  getting  fewer  and  fewer  farmers  who  own  nil 
the  land  they  farm,  particularly  the  younger  ones. 

Senator  Miij-er.  In  the  cose  of  the  one  who  does,  how  would  shift- 
ing from  the  projected  yield  to  the  actual  yield  aitect  him? 

Mr.  Ransom.  If  he  is  the  man  who  actually  farms,  it  would  not 
affect  him  at  all.  He  would  be  given  the  same  treatment  at  an  absentee 
landlord. 

The  CiL\iRMAN.  He  would  be  paid  on  actual  production, 

Mr.  Ransom.  On  actual  production. 

The  CiiAiitJiAN.  How  long  does  this  projected  yield  last  ?  Is  it  from 
year  to  year  or 

Mr,  Ransom.  Well,  under  the  19G5  act  we  have  had  a  prejected  yield 
each  year,  Now,  ttie  State  gets  this  projected  yield  on  a  5- year  basis. 
The  fanner  caji  prove  on  3  years.  Frankly,  it  has  been  a  real  mess. 
I  am  sure  you  can  discuss  with  any  State  ASC  committee  and  find 
that  tliis  is  the  No.  1  liendache  they  nave,  deciding  how  many  pounds 
the  farmer  is  going  to  get. 

Let  me  give  you  an  example  of  some  of  the  conversations  that  go 
on.  The  county  committee  has  a  i-eal  tough  time.  Nobody  can  do  this 
thing  accurately.  You  come  in  and  say,  "How  about  old  Jim?  What 
are  we  going  to  do  with  him  ?  We  can  cut  him.  His  wife  got  a  job  driv- 
ing a  schoolbus." 

Somebody  else's  neighbors,  "Oh,  he  has  been  a  little  sick.  We  can 
help  him." 

The  Chairman.  How  can  they  do  it  under  the  law  ? 

Mr,  Ransom,  They  have  fiexability  under  the  existing  law  to  do 
exactly  this. 

Senator  Bellmon,  It  happens  in  the  wheat  business,  too. 

Mr.  Ransom.  What  is  that  ? 

Senator  Beli.mon.  It  happens  in  the  wheat  business.  For  instance, 
I  think  our  wheat  yield  is  like  28  bushels.  The  local  committees  have 
a  right  to  juggle  these  averages  around.  It  is  unfortunate,  but  it  hap- 
pens. How  are  you  going  to  get  away  from  this  on  an  actual  yield 
basis? 

Mr.  Ranron.  We  should  have  it  on  an  actual  yield  basis,  that  is  the 
way  Me  feel  it  should  work.  If  you  are  going  to  have  some  type  of 
remuneration,  base  it  on  what  a  man  made  this  year.  For  the  1970 
crop  it  ought  to  be  on  his  production  this  year. 

Senator  Bei.mon.  Suppose  he  gets  hailed  out  ? 

Mr.  Ransom,  Then  we  will  have  to  do  like  we  have  always  done, 
justsufferaloss. 

Senator  Bei-mon.  Tliis  is  one  of  the  good  things  about  this  program. 
It  ha-s  helped  to  level  out  income. 

Mr,  Ransom.  IjCt  me  say  this.  It  has  leveled  income  all  right.  It 
does  have  an  insurance  feature  but  in  my  judgment,  gentlemen,  we 
have  got  to  go  back  to  trying  to  help  farmers  who  are  successful  farm- 
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era,  and  we  will  say  later  in  our  statement,  certainly,  we  nally  need  a 
real  topfliprht  crop  insurance  program. 
Senator  Miller.  'When  woulayou  determine  what  the  mctoAl  yield 

waa? 

Mr.  Ranboh.  On  cotton 

Senator  Mili^er.  In  your  State. 

Mr.  Ransom.  When  we  put  it  in  the  compress. 

Senator  Miller.  In  your  State  what  months? 

Mr.  Kanbom.  September,  October,  November,  December,  January, 
as  late  as  February,  as  he  picked  it  up  and  put  it  in. 

Senator  >riLT.?:R.  Then,  you  are  going  to  have  to  wait  ontil  that  time 
to  complete  his  payments,  are  you  not ! 

Mr,  Ranhoh.  Correct. 

-Sciintor  MiLi.EK.  As  it  is  now  hegetshispayments  well  ahead  of  that 

Mr,  R.ANSOH.  That  is  correct. 

.Senator  Miller,  What  do  you  have  to  do  to  offset  that  hardship  ? 

Mr.  Ransom.  Tliere  are  alternatives  if  you  want  to  continae  with 
the  i)nynient  propram.  You  could  pay  him  one-third  of  the  estimated 
county  average  in  advance,  but  I  want  to  make  this  real  clear.  Wa, 
as  farmers,  want  it  to  be  tied  to  his  production  each  year. 

Senator  Millie.  Well,  if  you  did  that,  and  in  order  to  get  the 
payments  to  him  in  time  you  did  put  it  on  some  kind  of  an  esti- 
itiiited  basis  iiitd  you  itin  over,  his  payment  turned  out  to  be  higher 
tlian  the  intiinl  yield  was,  then  you  would  make  an  adjustment  in  the 
following  year,  I  suppose. 

Mr.  Ran8()ji.  Well,  this  would  be — this  is  not  our  suggestion  hut 
it  is  certiiinly  an  alternative.  It  could  be  done, 

Scnatj>r  SIiller.  lUit  what  you  are  trying  to  strive  for  here  is 
precision  so  that  there  is  none  of  this  flexibility  that  permits  all  kinds 
of  side  considerations  to  enter  in  and  so  that  tnere  is  no  question  here 
as  to  what  tlie  production  was.  Here  is  the  actual  yield  and  that  is  what 
the  payment  is  and  if  you  got  overpaid  because  you  estimated  a  little 
higher,  you  ai^e  going  to  have  it  cut  down  a  little  bit  in  the  following 
year.  Something  along  that  line,  so  that  you  are  getting  away  frcHn 
all  of  tliis  hassle  that  goes  on  in  the  ASC  committees. 

Mr.  Ransom.  Correct. 

Senator  Miller,  I  think  you  have  got  an  awfully  good  point  there. 

The  CiLviRsiAN.  That  would  apply  not  only  to  cotton,  but  other 
crops. 

Senator  Millei!.  It  ("in  appl}'  to  an^'thing  else  because  we  hare  a 
^niilar  problem  in  i-orn. 

The  CiiAiRMAx.  If  the  proposal  that  you  are  suggesting  or  adopting, 
t't  what  extent  wonl<i  it  reduce  the  costs  of  this  programt 

Mr.  Raxsom.  ^^'i'\\.  we  have  a  plan  Senator,  we  have  later  Ml  in  here 
v,:.xr.  we  have  figiu-ed  out  as  a  thumbnail  situation  as  far  as  cost  It 
w-.'jM  reduce  coft. 

'J":.c  Chairmax.  If  you  liave  it  in  your  statement  we  will  be  glad 
V.  /^^rarit. 

Mr.  Kaxsom,  All  right. 

j'-'.iv;rif.n  .">.  Contains  an  anni versa ry-date-type  loan  done  on  a 
'■.-  ■  V  y  takffriver  hn^h,  which  wouhl  spread  out  or  i^ta^er  the  CCC 
".i  r.i-.  ■^  ir.*  ',f  ■./^ttoii.  All  anniversary -da  te-tvpe  loan  where  ootton  would 
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Ji  in  CCC  loan  for  1  full  year  would  f iicilitate  orderly  marketing, 
which  is  tlie  major  piiqiose  of  any  loan  pi-ogmm.  Consequently,  the 
loan  period  will  cover  the  full  marketing  jjeriod  from  han^est  to 
harvest.  Government  stocks  should  be  used  to  fill  ashortfall  or  relieve 
sliortages  of  certam  qiialities,  not  to  flood  the  market  with  qualities 
in  plentiful  supply.  Producers  should  be  allowed  to  repossess  loan 
cotton  prior  to  the  loan  expiration  date  at  a  price  equal  to  the  price 
at  which  CCC  is  willing  to  sell  comparable  cotton  from  its  acquired 
stocks. 

Senator  Miller.  Including  exports, 

Mr.  Ka^nsosi.  That  is  correct.  I'lider  the  present  program  there  is 
no  differentiation. 

Senator  Jordan.  ITnder  tlie  present  program  now,  you  put  your 
cotton  into  loan,  that  is  your  cotton  until  tlie  GoTemment  posseesee  it. 

Mr.  Ransom.  On  August  1. 

Senator  Jordan.  August  1.  You  can  take  that  out  any  time  you 
want  to  at  the  price  of  the  loan  plus  the  intei-est  on  it,  carrying  chaises  ? 

Mr,  Ransom.  Right. 

Senator  Jordan.  Now,  what  do  you  propose  to  do? 

Mr.  Ransou.  What  we  are  proposing  is  instead  of  it  all  coming  out 
on  August  1,  let  it  stay  in  the  lonn  tor  1  full  yeur  and  the  farmer 
have  that  same  right  to  purchase  it  from  CCC  as  he  has  now  except 
it  will  be  for  a  longer  period.  In  other  words,  if  I  ]iut  cotton  in  the 
loan  in  March  and  it  comes  out  on  August  1,  it  really  has  not  been 
in  there  but  4  or  5  months.  We  want  it  to  stay  in  1  full  year  where  a 
fanner  has  the  right  to  market  it  during  that  ye-ar. 

Senator  Jodan.  You  want  it  to  stay  in  a  year. 

Mr.  Ransom.  Right,  by  choice  of  the  farmer.  At  the  end  of  the  year, 
then  the  Government  would  take  over  on  a  monthly  basis. 

The  Chairilan.  To  what  extent  would  that  increase  the  administra- 
tive costs? 

Mr.  Ransom.  I  really  would  not  know  but  I  would  guess  with  the 
computers  being  what  they  are  today,  very  little. 

Senator  Miller.  But  at  that  time  when  the  Government  can  call  the 
loan,  what  you  are  saying  is  the  producer,  in  effect,  can  keep  tJie  loan  ? 

Mr.  Ransom.  That  is  correct. 

Senator  Miller.  And  then,  he  can  buy  it  back  if  it  is  under  tliat,  he 
can  buv  it  back  instead  of  having  the  CCC  sell  it  in  the  open  market. 

Mr.  Ransom,  That  is  correct. 

Senator  Miller.  What  is  the  purpose  ? 

Mr.  Ransom.  From  the  month  he  puts  it  in,  for  1  full  year,  it  would 
be  liis  right  or  his  choice  to  redeem  tnis  cotton  and  pay  all  the  charges 
accrued  for  the  period  cotton  has  been  in  loan. 

Senator  Jordan.  You  understand  the  Government  takes  over  this 
cotton  at,  say,  30  cents.  You  said  the  farmer  has  borrowed  30  cents. 
Tliat  is  just  a  term  to  use.  The  Government  sells  it  for  20,  and  the  farm- 
er still  got  his  30  cents. 

Senator  MmLER.  I  understand  that  but  what  I  am  getting  at  is  why 
do  you  want  to  enable  him  to  repossess  that  at  20  cents,  to  use  Senators 
Jordan's  example? 

Mr.  Ransom.  Well 
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Senator  Millkr.  AVImt  is  the  purpose,  in  linA'ing  him  repossess  it  at 
that  pric-e  i 

Mr.  Raxsom.  He  would  not  l)e  foit-ed  to. 

SeiiaturMii.i.Kii.  Xo,  but  he  can  elect  to, 

Mr.  Ransom.  liitrlit. 

Senator  Mii.i^it.  You  s:iy  he  should  be  allowed.  That  means  he 
should  have  the  elect  iou.  So  he  elects  tolmv  it  at  20  cents  and  the  mar- 
ket is  iiO  cents,  1  do  n<it  f|iiite  understiind  what  jjou  are  trying  to  get  at. 

^^r.  I{Axs()sr,  In  other  words,  it  wonld  {rive  him  fiii-tlier  control  over 
his  product.  If  he  is  willinfi  fo  iiccepf  the  financial  rastxjnsibility,  he 
should  have  this  i»iero{fative  iit  the  same  price  the  Government  would 
sellittolhetrade. 

Senator  J»ji!iian.  Am  I  loitfct  in  this  i  Tlie  farmer  has  got  cotton  in 
there.  Ssiy  he  iHirrowed  .'iu  cents  on  it.  He  lias  a  customer.  He  has  bor- 
i'o\ved:i(iceiirs. 

Senator  Hki-i.mox.  I  do  not  think  theix"  is  any  way  he  can  do  it. 

The  ('iiAiK,MAx.  That  is  just  an  assumption, 

Semitor  .Iouuan.  If  a  customer  comes  alonjr  imd  wants  to  buy  his  cot- 
ton ut  :12  he  will  tiike  his  coiron  out  and  pay  the  Government  30  cents 
and  make  the  '2  cents  or  the  ■^  or  whatever  lie  can  make  on  it.  That  is 
tiie  way  they  o])er;ite.  You  want  to  carry  it  the  whole  year  on  the  same 
basis. 

Mr.  IJaxsom.  liiofht.  On  the  duo  date  the  Government  waives  some 
of  these  charjres  wlien  they  sell  to  the  tn\de.  We  think  that  a  farmer 
should  liHvp  that  saiiio  pi-erofpitive  to  luiy  it  back  and  then  the  charges 
will  l)e  on  him  from  then  on.  In  other  words,  he  will  accept  all  the 
hniuicial  resjfonsihility. 

Senator  .NIn.i.Kit.  Why  would  be  want  to  do  that? 

Mr.  Kaxsdm.  Be<rause  if  he  felt  the  price  was  going  up  he  would 
have  more  conti-ol  o\er  his  product  a.s  1  think  the  loan  was  really  in- 
tended to  tin  in  tliis  basic  <'oncept.  It  gives  the  farmer  more  control 
over  the  marketing  of  his  produc*. 

Senator  JIii.i,er.  IIii  ve  we  ever  had  any  provision  in  the  law  to  allow 
this,  Mr.  Chairman? 

Tlie  Chairman.  No, 

Senator  .MTi.i-f:ii.  It  is  the  Rr.'it  time  I  have  heard  that  su^^stion 
made.  It  isanovel  suggestion  tome. 

The  CiiAiiiMAN.  Well,  all  of  this  has  come  about  in  the  last-  several 
years  })ecause  of  the  fact  that  domestic  cotton  can  now  be  boug^it  at 
world  jirices  the  same  as  for  export  cotton. 

Mr.  Kaxsom.  .Senator,  it  might  just  go 

The  CuAiintAx.  Xow,  suppase  you  were  to  I*  given  that  autliority. 
What  i  r  the  fanner  could  not  sell  that '.  Would  that  not  dangle  on  tlie 
market  and  depivss  the  i)ri<'cs  that nmch  more? 

Sir.  I{ans(jji.  Well,  I  would  sny  this.  It  could  not  depi-essthe  prices 
any  more  than  it  docs  at  the  [M-i-sent  time  because  immediately  on  Au- 
gust I.  the  Covcnnncnt  takeover  date  under  the  pifsent  progrjuii. 
cotton  is  all  oll'ered  Tor  sale  immediately  prior  to  cotton  liari-cst  at  a 
price  less  than  the  current  <'rop.  So,  let  us  Ik'  real  pmctical  alMuil  it. 
what  we  are  trying  to  do  is  stop  the  cycling  of  cotton  from  the  fanner 
intotiie  loan,  floni  the  loan  to  our  customers.  We  are  trying  to  get  some 
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mechanism  to  bridge  this  gap.  This  has  to  be  done  for  a  fanner  to  ever 
be  paid  for  quality  cotton.  I  think  it  is  absolutely  essential  to  any 
program. 

The  Chairman.  Proceed. 

Mr.  Ransom,  CCC  costs  in  connection  with  acquisition  and  resale 
of  cotton  will  l)e  kept  to  a  minimuraj  and  producers  will  be  given  an 
increased  role  in  cotton  market  decisions.  When  a  farmer  redeems 
cotton  from  OCX),  he  would  be  responsible  for  the  accumulated  chai^jes. 
Once  CCC  takes  this  to  the  cotton,  they  would  be  i-esponsible  for  the 
accrued  charges. 

Senator  Bellmon.  Mr.  Chairman,  may  I  ask  one  question?  I  am 
not  sure  this  is  a  danger.  If  you  go  to  an  actual  yield  situation  what 
is  to  keep  the  cotton  farmer  from  buying  back  the  cottoii  he  raised  in 
1968  and  perhaps  pretending  at  least  tliat  he  raised  some  of  that  in 
1969? 

Mr.  KANSO.M.  Well,  a  compress  ticket  would  identify  the  year  and 
the  crop.  I  mean  there  could  not  be  any  hanky  panky  on  tliis  under  a 
bonded  warehouse  saJe. 

Senator  Bei-i,mon.  Under  a  bonded  wareliouse  sale. 

Mr.  Kansom.  Right. 

Senator  Jordan.  Your  cotton  ^in  tag  follows  through  completely 
to  the  final  customer  who  operates  it  and  runs  it. 

Senator  Bellmon,  The  thing  we  get  into  in  the  wheat  business 
is  your  wheat  elevator  opemtor  wants  to  cooperate  with  his  customer, 
so  ne  will  figure  out  a  way  to  make  it  appear  that  the  customer  bought 
more  wheat  at  the  time  than  he  did  and  I  am  afraid  we  are  opening 
up  the  door  to  this  type  of  thing. 

Senator  Jordan.  You  cannot  do  this  on  cotton.  The  number  is  reg- 
istered and  turned  in  to  the  Department  of  Agriculture  and  the  mill 
that  buys  the  cotton  eventually  turns  out  that  cotton  bale  number 

Senator  Beujwon.  When  he  pays  off  his  loan  and  gets  possession 
of  his  cotton  back  from  the  bonded  warehouse  and  he  has  a  bale  of 
cotton,  will  he  get  any  more 

Senator  Jordan.  Yes. 

Senator  Bellmon.  So,  there  is  no  way  for  him  to  take  that  same  bale 
of  cotton  and  get  a — report  it  as  a  yield  from  the  current  crop!  You 
are  sure  of  this  ? 

Mr.  Ransom.  I  just  cannot  envision  this  happening.  I  would  not 
say  there  is  not  a  way  but  I  would  say  it  would  be  real  tough. 

Senator  Jordan.  He  would  not  need  to  be  a  fanner. 

Mr.  Gibson.  There  would  have  to  be  collusion  with  the  gin. 

Mr.  Ransom.  Collusion  with  the  compress  and  I  just  do  not  believe 
it  possible. 

Senator  Bei,lmon.  Does  it  all  go  to  the  compress  ? 

Mr.  Kansom.  In  my  area,  yes,  all  of  it  does. 

Senator  Miller.  I  want  to  make  a  comment  to  my  friend  from  Ok- 
lahoma. If  any  of  those  elevator  ojierators  down  in  his  State  are  seek- 
ing to  accommodate  their  customers  by  showing  more  grain  delivered 
than  iictually  was  delivered,  I  think  the  Internal  Revenue  Service 
would  be  most  interested. 

Senator  Jordan.  It  would  be  hard  to  tag  a  busliel  of  wheat. 

The  Chairman.  Proceed. 
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Mr.  Ransom.  Xo.  6.  The  new  profinm  diould  contain  provicdons 
for  a  resale  price  of  CCC  stocks  at  no  less  than  110  percent  of  the  lou 
rate  at  which  the  cotton  goes  in,  plus  actual  storage  charges  and  inter- 
est except  those  accruing  after  the  first  12  months.  Under  no  cinnun- 
stancee  should  storage  and  charges  and  interest  through  the  first  12 
months  ever  be  waived. 

(7)  Maintain  a  loan  level  at  no  less  than  65  percent  of  parity  to  in- 
sure ample  opportunity  for  adequate  farm  income  and  eetablish  a  uae 
incentive  plan  to  mills  based  upon  consumption  of  cott«Hi  by  the  miJL 

The  proponents  of  the  one-price  system  stated  that  the  consumption 
of  cotton  would  increase  by  1.1  million  bales  with  an  8.5  oeat  rednctim 
in  price  to  the  consumer.  We  find,  however,  by  examining  cobttRi  sta- 
tisti(?s  that  in  1965  the  amount  consumed  domestically  was  9.4  million 
hale.^.  In  1966  consumption  fell  to  9.3  million  bales,  followed  by  9  mil- 
lion bales  in  1967,  81/^  million  bales  in  1968,  and  8^  million  bales  for 
1969.  Now,  how  do  you  account  for  thatf  Here  we  were  led  to  believe 
that  the  way  to  fight  competition  from  man-made  fibers  was  to  pve  us 
a  one-price  system,  and  we  oould  increase  the  consumption.  Grentleoieii, 
that  has  not  happened  and  further,  the  program  cost  involved  to  the 
taxpayer  is  such  now  that  much  criticism  has  resulted  in  the  increased 
cost  of  the  program. 

Direct  payments  to  producers  under  the  1965  act  have  been  a  detri- 
ment from  the  start  by  continuously  raising  costs  of  production.  If 
you  will  check  the  figures,  you  will  find  that  there  is  a  vast  majority  of 
jiroducers  who  either  rent  or  lease  the  land  they  farm.  In  Louisiana, 
over  70  percent  of  the  cotton  land  farmed  is  tmted  or  leased.  Leases 
or  rents  on  cotton  land  have  increased  tremendously  under  the  pro- 
gram and  have  virtually  eliminated  any  net^in  in  income  that  a  pro- 
ducer may  have  obtained  through  increasmg  acreage  fanned. 

Louisiana  Farm  Bureau  Federation  has  investigated  this  entire  sub- 
ject and  without  fear  of  successful  contradiction,  we  say  that  direct 
payments  have  been  the  greatest  contributor  to  the  increased  cost  of 
production  in  the  past  3  years.  Further,  we  would  urge  each  member 
of  this  committee  to  check  with  grassroots  cotton  farmers  in  their  re- 
spective States  to  verify  that  the  1965  act  has  resulted  in  increased 
income  to  absentee  landlords  with  very  little,  if  any,  benefits  accruing 
to  the  man  who  tills  ^e  soil. 

In  our  judgment,  the  1965  act  also  has  a  built-in  mechanism  for  eD- 
courapinj!:  domestic  mills  to  use  less  cotton  in  order  to  maintain  a  cheap 
price  for  cotton.  The  only  way  to  maintain  a  price  depressing  surplus 
of  cotton  is  to  use  less  cotton  and  use  more  blends  in  order  to  increase 
the  surplus  and  thus  maintain  a  cheap  price  to  the  domestic  miUs.  Wa 
realize  that  this  wa."*  not  the  intention  originally  in  the  1965  act,  but 
the  fact  is  this  has  forced  cycling  of  cotton  through  C5CC  and  eiv«i 
domestic  mills  cheaper  cotton.  At  the  same  time  domestic  mills  Iiave 
not  increased  their  use  of  cotton  as  we  were  led  to  believe,  yet  they 
have  been  increasing  their  mill  margins.  One  only  needs  to  examino 
statistics  on  mill  margins  to  see  how  rapidly  they  have  increased  since 
the  aot  of  196r»,  In  195.1  mill  margins  averaged  for  the  year  27.78  cents 
and  the  average  for  the  August  to  December  period,  1969.  is  43.90 
cents  (see  appendix  table  1). 

(Api>endix  table  1  follows:) 
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Senator  Jordan.  Wliat  do  you  mean  by  mill  uiargius  i 

Mr.  Kaxsom.  Mill  iimrfriii's  is  information  put  out  quarterly  by  Uie 
Depart iiii'iit  of  Agriculture,  the  relationshipljetween  the  cost  of  raw 
cotton  and  an  average  coiistrut-ted  fabric  for  the  industry,  as  we 
understun<l  it.  Am  I  correct ! 

Senator  Jordan.  I  do  not  know.  I  know  that,  of  course,  labor  and 
taxes  iiiid  iiisniance  and  everything  else  is  involved  in  your  cost  in 
irtfwecn  there.  si>  it  is  hard  to  tell  what  that  would  be.  I  would  not 
know. 

Sir.  Eaxsom.  Xo,  8.  We  i-eoognize  al?o  that  there  is  a  need  for  a  CTOp 
insurance  program  hashed  on  sound  underwriting  principles,  but  we 
do  not  feel  that  the  farm  bill  should  be  cluttered  up  with  this  type 
of  |>i'ovision.  It  should  be  considered  separately.  I  will  ask  Mr.  Gib- 
son to  cont  inup  at  this  point  for  me. 

Mr,  fiinsoN.  Xo.  !l.  Obviouslvj  both  consumption  at  home  and  ex- 
pru-ts  al)if>ad  must  be  inci-easett  if  we  as  producers  are  going  to  sur- 
vive. Louisiana  Farm  Bureau  Federation  feels  that  we  can  increase 
both  thitiugh  the  use  of  incentive  programs  designed  to  stimulate  cot- 
ton conKninptinn  by  mills.  To  this  end,  we  vismdize  establishment 
of  II  consumption  iJiise  per  mill  for  the  domestic  cotton  mills,  based 
upon  each  mills  immediate  "i-year  poundage  consumption.  If  tlie 
mill  uses  up  to  ■")0  jiercent  of  its  consumption  base,  the  mill  would 
jvceive.  a  cotton-use  certificate  woi-th,  say.  a  cents  a  pound.  Further, 
as  Hie  mill  increases  use  aliove  the  50  jwrcent  base,  the  cotton-use 
certificate  value  could  increase  as  follows : 

(Tl.echart  follow,:)  '''!!: H.'^SS' 

baaeiutd} 
(centt  per  ptnmi) 


Mr.  (iiiwox.  .\ny  mill  using  over  100  jjen-ent  of  its  consumption 
base,  and  also  those  newly  constructed  mills  that  have  no  previour^ 
]iisior>',  shall  re<'eivc  a  cotton-nso  certificate  worth,  say,  12  cents  a 
pound.  This  incentive  jilan  will  give  the  mill  a  blended  price,  dc|>t'nd- 
iiig  ni>on  their  cotton  usage.  I'nder  this  plan  mills  would  have  to  earn 
clieap  cotton  tlirougli  the  incentive  plan  by  using  nioi-e  cotton,  wheresi^ 
now  they  just  get  a  gift  of  cheap  cottim  due  to  CCC  loan  oiwratioii. 

lA't  me  make  it  clear  that  we  are  not  suggesting  this  exact  payment 
schedule  I)U|  a  similar  schedule  that  will  enable  mills  to  acquire  coltim 
at  the  >aijie  .-ost  <)!■  Inwer  than  they  aiv  presently. 

1  HM  It  is  <)F  nitical  impoi-tatice  that  our  export  market  l;e  restored 
io  a  iva-iinahle  level  and  that  we  begin  sharing  in  the  growth  of  filler 
i-onsnmptiiin  ahmad.  In  the  .""-ywir  ix'riod  jirior  to  one-price  cotton, 
nnv  .■oiton  exiioits  avet-a^ved  alioiit  .'i'^  million  bales  annually.  Hon- 
ever,  froin  I!m;4  to  V.n\s  exports  Iiave  averaged  just,  alniut  +  million 
i>ales,  Th!>  pa-;t  year  exports  ran  ^i...  million  bales,  and  the  proiortiin 
for  r.»7o  is  I'ar  lielnw  l'U  million  hales.  Foinier  Secretary  of  Agrinil- 
ture  Orville  Freeman  has  srale<l  |iiililicly  many  time-  that  cotton  «il« 
a  criii'  rl!:it  mn-t  cxiMirt  -t  die.  II  has  long  been  the  policy  of  our  Fed- 
eral (.Tovermnent,  enunciated  both  in  statutes  enacted  bythe  Coufrrew 
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and  in  statements  issued  by  our  Department  of  Agriculture,  that  ef- 
fective measures  should  be  taken  to  insure  a  iJtrong  and  healthy  ex- 
port volume.  We  feel  that  cotton  exports  should  be  at  least  at  a  level 
around  6  million  bales,  and  it  should  be  noted  that  this  appears  well 
in  line  with  the  minimum  objectives  already  adoptetl  by  our  Govern- 
ment. 

We  have  long  recc^nized  the  need  for  i-easonable  resti-aints  on  cot- 
ton textile  imports — which  have  shot  up  to  alarming  ]>roportions 
in  recent  years.  The  trend  is  inexorablv  upward  piiiuaiily  because 
foreign  mills  operate  in  an  entirely  difterent  economic  climate  and 
have  major  advantages  in  wages  and  other  costs.  In  tlie  final  analysis, 
the  textile-producing  nations  of  the  world  view  the  I'.S.  market  as 
the  prime  textile  market  of  the  world  and  appwir  to  l>e  determined  to 
increase  their  share  of  this  textile  market. 

In  order  for  the  American  farmer  to  capitalize  on  the  ever-increas- 
ing importations  of  cotton  textiles,  we  i)i'opose  that  each  foreign 
country  that  exports  textiles  to  the  I'nited  States  l>e  able  t^  export 
an  amount  which  will  be  based  upon  the  [wundage  of  cotton  they 
purchase  from  the  United  States.  These  countries  would  be  issued 
American  imijort  privileges  equal  to  this  amount  for  their  total  ex- 
ports to  the  United  States.  To  further  stimulate  exixii-t  of  American 
grown  cotton  to  foreign  countries,  we  urge  a  freight  e<(iialization  fee 
of  5  cents  a  pound  in  the  form  of  a  negotiable  certificate  l)e  issued  on 
all  cotton  exported  from  the  United  States, 

Senator  Miller,  How  would  that  work  i 

Mr,  Gibson.  Would  you  explain  that? 

Mr.  Kansoh.  Well,  tlie  domestic  mills  have  a  freight  equalization 
that  is  built  in  the  loan  program.  Whaf  we  are  projiosing  is  a  flat  5 
cents  per  pound  freight  equalization  fee  be  issued  on  all  cotton  ex- 
ports m  order  to  give  us  some  advantage  as  far  as  freight  is  concerned 
on  exports.  We  thmk  this  would  certainly  help. 

Senator  Miller.  In  other  words,  if  I  were  exporting  cotton  to  Japan, 
I  would  be  gi  ven  5  cents- 
Mr.  Ransom.  Per  pound. 

Senator  Miller.  Per  pound, 

Mr,  Ransom.  Right. 

Senator  Mili,er.  AVhich  would  help  me  lower  my  actual  costs  of 
sliipping  if  I  shipped  it  over  there. 

Mr.  Ransom.  Right. 

Senator  Miller.  Or  if  they  paid  for  the  shipping  charges,  it  would 
enable  me  to  lower  my  ])rice  to  them. 

Mr.  Ransom.  That  is  correct. 

Senator  Miller.  So  that  they  would  be  able  to  pay  their  shipping 
wists, 

Mr.  Ransom.  That  is  correct. 

Senator  Miller.  Do  you  know  whether  or  not  tliis  arrangement 
n-ould  satisfy  the  G.VTT  rules.  I  seem  to  recall  that  there  has  been 
Some  concern  expressed  that  this  type  of  approach  has  been  used  by 
Some  of  our  trading  ])artners  and  that  this  may  violate  the  GATT 
niles. 

Mr.  Ransom.  No,  sir;  T  am  not  familiar  with  the  GATT  rnles.  The 
figures  we  h^ve  on  most  of  the  countries  that  import  American  cotton 
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with  ttie  exception  of  Canada,  it  cost  between  four  and  five  and  a 
quarter  '^iit.'^  f*er  pound  to  get  the  bale  of  cotton  over  there. 

liifr  Cn-MRsrAN.  That  would  be  added  cost  to  the  Federal  Govern- 
ment. 

Mr.  Ka.vs'^.v.  Thi.s  would  be  an  added  cost;  yes,  sir.  We  have  this 
hrokRii  down  in  the  next  paragrapli  what  it  would  cost  if  we  export 
a  r«rt4iin  amount  of  bales. 

Senatoi-  Milljjl  Are  there  other  countries  doing  this  to  your  knowl- 
edge? 

.\Ir.  R.\NSOM.  I  am  certainly  not  an  ex]>ert  on  foreign  trade  but  mr 
underntaiidintr  i»  that  many  of  the  countries  have  something  tliat  will 
trigjfer  exiwrtr-.  They  may  not  be  this  exact  thing  but  it  is  always 
iiioiiey  or  its  equivalent. 

Senat^ir  Miller.  ^\'liat  }'ou  are  trying  to  do  is  step  up  our  exports. 

Mr.  Ransom.  That  is  correct. 

Senator  ^Miller.  And  of,  course,  in  order  to  do  this  I  think  you  rec- 
ognize we  have  got  to  comply  with  the  GATT  rules. 

Mr.  Raxsom.  That  is  correct. 

Senator  Milijir.  And  I  do  not  know  whether  this  would  satisfy  Ha 
GATT  nile  or  not  but  the  GATT  rule  is  very  definitely  against  sub- 
Kidies  of  exports  and  we  already  had  an  expressitm  here  of  opinion  that 
wheat  certincatcs  for  export  would  constitute  a  violation.  Direct  sub- 
sidie}^  obviously  do  so  that  is  why  I  raised  this  question. 

Senator  Beluuon.  Mr.  Chairman,  this  would  undoubtedly  have  a 
tendency  to  weaken  the  position  of  the  American  miller  in  competitim 
with  the  Japanese  textile  plants.  If  they  can  get  their  cotton  5  cent«  a 
|)Ound  cheaper  and  then  be  guarant«e(l  a  ch^ce  to  ship  the  finished 

f>roduct  back  to  the  United  ^ates,  the  advantage  they  hays  in  cheaper 
abor  woul  d  put  our  textile  mills  at  a  greater  disadvantage. 

Mr.  Ransom;.  Under  our  proposu,  Senator,  actually  they  will  be 
paying  more  for  their  cotton  in  the  final  analysis  than  domestic  mills 
because  we  will  just  say  this,  that  the  blend  price  under  this  oonsump- 
tion  ba.S6  was  9  cents  a  pound,  foreign  mills  would  not  get  this.  What 
we  would  be  asking  them  to  do  in  essence  is  to  pay  more  for  American 
cotton  for  the  right  to  market  it  in  this  country. 

Senator  Bellmon.  But  you  are  also  saying  we  are  going  to  pay  yon 
the  price  of  getting  it  over  there. 

Mr.  RANSosr.  Actually,  as  we  envision  it,  it  would  make  about  a  5- 
cent  per  pound  spread  Ix-tween  the  domestic  mill  and  foreign  mill 
in  nctuni  acqiiii-cd  I'ost  with  our  domestic  milts  having  the  6-ceiit 
advantage. 

Senator  Bellsion.  Providing  they  use  all  cotton. 

Mr.  Raxsom.  Xo,  if  they  reduce  their  cotton  use  they  would  not  get 
as  much  as  those  who  would  ii.se  more  cotton.  In  our  judgment,  Bie 
blend  pricp  oujrht  to  be  about !)  cents  per  ix)und  in  order  that  they  oouH     - 
acquire  cotton  at  no  higher  price  than  tney  are  paying  at  the  present 
time.  This  would  do  it  if  the  intent  of  what  we  are  proposing  would     . 
1)6  followed. 

Senator  Bellmox,  Wliat  I  cannot  under.'-tand  is  why  you  want  to 
provide  an  export  buver this  5-cent  freight  advanta^. 

Mr.  Ran-som.  Well,  because  we  are  not  supplying  him  any  pri» 
ad^uiit  age.  In  other  words,  he  would  then  be  opuvting  at  a  9-cent  price 
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diflbd-Kanba^-^e  foreign  mills.  We  1k^  to  d&et  some  of  that  with  a 
freight  equalization. 

Howjou  do  it  is  really  immaterial.  We  are  talking  about  $25  ftbale, 
reduction  in  price — in  other  words,  what  we  envision  is  a  higher  price 
for  export  cotton  over  domestic  ockion  but  sell  it  at  a  higher  price  to 
foreign  mills  so  that  they  will  buy  the  right  to  ship  <»tton  goods  back 
to  the  United  States. 

Senator  Mirj.BH.  When  you  say  higher  price,  jyou  mean  higher  price 
after  taking  into  account  to  the  mill  its  reduction  in  price  due  to  the 
cotton  use  certificate. 

Mr.  Hansom.  That  is  correct. 

Senator  MnjuR.  OK. 

Mr.  Gibson.  What  we  are  trying  to  establish  is  more  business  for 
the  domestic  mills  to  kind  of  help  offset  this  high  labor  cost. 

Senator  Bellhon.  Provided  tliey  use  more  cotton. 

Mr.  Gibson.  Right. 

Senator  Jordan.  That  will  not  work. 

The  Chaikuan.  I  tried  it  4  or  5  years  ago. 

Senator  Jobdan.  I  mean,  talking  about  your  subsidizing. 

The  Chairman.  Kot  along  the  same  line. 

Senator  Jordan.  If  you  use  more  cotton  because  there  is  a  cotton 
mill  that  has  been  in  business,  say,  20  years  and  he  has  got  a  base 
where  he  runs  half  duck  and  half  something  else,  and  here  is  a  mill 

Sst  started  up  like  you  are  talking  of  a  new  mill,  12  cents  a  pound. 
B  would  put  the  other  man  out  of  business  before  he  got  started. 
Mr.  Raxsom.  Bear  in  mind  we  are  not  wedded  to  these  exact  figures 
it  all.  We  just  threw  this  out  as  an  example.  I  will  say  this,  there  is 
going  to  have  to  be  a  drastic  change  in  the  approach  or  we  are  not 
0oing  to  have  a  cotton  business.  Something  has  got  to  be  done.  I  think 
this  committee  will  explore  all  of  these  various  avenues  to  find  the 
key  to  this  situation. 

Senator  Millek.  Well,  I  want  to  commend  you  for  trying  to  come 
np  with  an  idea  which  does  sound  like  it  has  some  merit.  But  this  is 
not  just  the  only  crop  that  has  this  problem.  We  are  trying  to  be 
more  competitive  in  exports  and  we  are  trying  to  improve  our  do- 
mestic usage  of  this  and  I  a^ree  with  you,  if  we  do  not  come  up  with 
something,  we  are  going  to  face  a  lot  more  serious  problems.  I  think 
what  we  need  to  do  is  to  look  at  the  alternatives  if  we  do  not  come 
up  with  sometliing,  and  the  alternatives  are  not  very  pleasant  to 
look  at. 

Senator  Jordan.  I  want  to  say  something  to  these  people  here, 
ifr.  Chairman,  that  they  probably  do  not  know.  The  drop  in  the  use 
of  cotton  is  worldwide.  The  Japanese  have  their  own  rayon,  nylon, 
and  polyester  plants,  and  they  are  just  not  using  cotton.  They  are 
bringing  these  fibers  riglit  back  into  this  country  with  a  small  blend 
of  cotton  in  them.  And  the  same  thing  is  true  in  Spain,  Portugal,  and 
elsewhere.  So,  it  is  a  matter  of  their  not  using  cotton, 

Mr.  GiBSOX.  Senator,  in  our  part  of  the  country  I  know  that  the 
stores  are  full  of  100  percent  cotton  goods  from  Hong  Kong  and 
when  yon  look  and  see  where  the  cotton  in  Hong  Kong  is  bought,  it 
comes  from  Russia,  Pakistan,  all  over  the  world  except  the  USA. 
Senator  Jordan.  And  they  pay  5  cents  an  hour  labor  there,  too.  I 
have  been  there. 
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Mr.  Ransom.  Rigiit. 

.Senator  Jokdav.  I  wns  tliere  iast  year  and  looked  in  some  of  the 
irifjst  iiio<l(>rii  motion  mills  tluit  I  ever  saw  and  their  wage  scale  is  tbout 
A  rents  an  ht»ir. 

-Mr.  Kavsoh.  But  tliey  are  sliipj^ing  a  tremendous  amount  of  100 
jtcn-ent  (;otton  gwnls  to  this  rountrj-. 

Senator  Joudan.  Tliat  is  wliere  tlie  State  Dei>8rtment  is  lookiog 
after  eierylHKly  but  ns.  The  gate  is  wide  open.  .Inst  bring  it  in.  Also 
wf  liavt-  a  rotton  bil)  ahont  once  a  month  being  liquidated  in  this 
(rouritrv. 

Senator  Mirj.Kii.  Tliey  liavo  come  up  with  an  approach  to  give  a 
<-oiintrv  ii  quota  m  ship  into  tliis  conntrv  based  on  the  amount  of  cot- 
Ion  they  nsp.  In  the  examjile  of  Ilong  Kong,  if  they  are  going  to  go 
around  bnyinjf  it  from  Pakistan  and  the  Soviet  Union  they  just  ara 
not  ^oing  to  ship  as  much  textiles  to  the  I'nited  States. 

Sc'iiator  ]iKi.i,.M<).v.  It  seems  like  a  ver^-  sensible  approach  but  I  can- 
not. s«!  why  you  want  to  give  them  a  nickel  a  pound. 

Mr.  Kavsom.  We  think  it  would  help  defray  some  of  the  freight.  It 
would  certainly  help  the  situation. 

ijit  nie  say  this.  In  the  nisdom  of  the  Congress,  if  we  could  get 
where  we  want  to  without  tlie  5  cents,  fine. 

Senator  Bellmox.  It  seems  to  ine  that  the  enticement  to  the  mar' 
ket  here  is  going  to  cause  them  to  want  to  import  into  this  country 
nn<l  if  they  have  to  buy  tlie  cotton  as  a  condition  to  import,  you  do  not 
WiH\  5  cents. 

.Mr.  Ransom.  This  could  well  be. 

The  f 'iiAiRjiAx.  l*rocecd. 

Mr.  (iiBsox.  PMeven.  Xow,  lot  us  talk  about  the  cost  of  this  ap- 
pniach.  .\.s  you  know,  the  cotton  program  costs  attributable  just  to 
jmyments  hil\e  grown  from  $777  million  in  1966  to  $962  million  this 
last  yoiir.  Based  on  ii  9  million  bale  estimated  domestic  consimiption. 
and  iigiiriiig  the  cotton-use  cort  ificate  average  value  of  9  cents  a  pound, 
this  would  i-eMult  in  a  cost  r)f  $40.5  million.  Then  figure  estimated  ex- 
I>oi-ts  at  5  million  bales  times  the  freight  equalization  fee,  and  it  would 
cost.  $1^5  million.  This  gives  us  a  total  annual  cost  of  only  $530  mil- 
Turn  for  our  appi-oach  as  compared  to  the  $962  million  in  direct  pay- 
iiiputs  for  1969  under  the  1965  act.  This  iv-snlts  in  snljstantial  savines 
to  the  taxpayers  and  at  the  same  time  provides  the  mechanics  to  sSl 
nioif  cotton. 

Mr.R;uis(mi,willyoutiikeit? 

Mr.  Kavsom.  (Jei'ieiitl  louuiients.  Oiiring  the  past  several  monflis 
nijiny  various  proirrjniis  hine  l)eeu  put  forth  as  a  solution  to  the 
pi-olilcnis  of  c.itton.  One  such  approach  is  the  "set  aside"  which  is  in 
n-alify  oiilv  !i  lU'w  iiiune  for  the  old  soil  hank.  This,  we  feel,  is  a  totally 
muicceptiible  appioMch  as  it  fails  to  i-eco^rnize  the  changes  that  hive 
<MTur«'<l  in  niiKlcni  ugricnltuie  hikI  will,  in  the  final  analysis,  inctw» 
rl-e  unit  cost  of  pioductiuii  for  the  man  who  farms.  It  puts  the  pro  , 
duicr  in  :>  ptxuvr  economic  position  and  i-educes  his  ability  to  produ« 
iurome  witiionl  any  reihiifion  in  lixed  <-ost  and  overhea'd,  and  thwe 
exiM'uses  ai-e  the  major  cost  items  a  pnxiucer  has  to  contend  with  today. 
The  eiliciency  of  modern  agricultui-e  demands  that  c^-erv  acre  in  the 
farm  o|>enitioii  he  an  incimie  producer. 
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Another  approach,  continuation  of  the  present  payment  program,  is 
totally  impractical.  With  Congress  having  the  oovious  intentions  of 
cutting  the  costs  of  farm  programs,  they  will  place  the  producer  and 
the  producer  alone  in  the  position  of  shouldering,  for  all  segments  of 
the  cotton  industry,  the  cost  reductions  of  Government  expenditures  in 
the  total  cotton  program.  Finally,  in  our  opinion,  the  cotton  industry 
is  not  yet  ready  for  a  phaseout  approach. 

It  has  been  mterestingto  Louisiana  Farm  Bureau  Federation,  which 
represents  only  producers,  to  see  many  so-called  industry  spokesmen 
seem  i>erfectly  content  to  abandon  the  parity  concept.  Tjet  me  assure 
you  that  we  can  find  absolutely  no  true  farmers  wlio  are  willing  to 
destroj'  this  valuable  tool  as  a  method  to  protect  farmer  income. 

As  this  committee  begins  its  deliberations  to  devise  a  way  to  solve 
the  problems  of  cotton,  let  me  urge  you  to  always  keep  in  mind  the  fact 
that  a  majority  of  the  cotton  liitid  is  farmed  by  someone  other  than 
the  owner  and  he  (the  farmer)  is  certainly  due  just  consideration  when 
new  legislation  is  drawn  up. 

We  of  Louisiana  Farm  Bureau  Federation  respectfully  offer  the 
above  as  our  official  testimony  and  urge  you  to  consider  these  ap- 
proaches for  putting  cotton  back  on  its  feet 

Thank  you,  Mr.  Chairman,  and  members  of  the  committee. 

Respectfully  submitted,  I^ouisiana  Farm  Bureau  Federation,  Inc. 

The  Chahiman.  You  know  that  the  national  organization  is  against 
thisprogram. 

Mr.  Ransom.  Yes,  sir.  They  have  a  different  approach  than  we  in 
Louisiana  ha^*e. 

The  Chairman.  I  brought  that  out  in  the  testimony  when  Mr. 
Shuman  appeared  here  the  other  day. 

Any  further  questions? 

Senator  Miller.  You  are  very  much  opposed  to  the  continuation  of 
this  payments  approach. 

Mr.  Raxsom.  It  has  not  solved  the  problem,  Senator.  In  other  words, 
we  are  going  down  the  drain  fast.  In  my  judgment,  if  we  do  not  get 
another  approach  to  this  problem,  something  else  in  this  place  has 
to  work,  and  we  have  done,  for  farmers  a  creditable  job  of  searching 
out  for  new  and  better  solutions. 

Mr.  Gibson,  If  I  might  add  to  that,  the  problem  is  that  the  pro- 
ducer is  not  getting  the  money.  If  he  was  getting  the  money,  it  would 
be  fine.  But  he  is  not. 

Senator  Miller.  When  you  say  in  here  that  continuing  the  old 
payments  program  would  increase  the  unit  costs  of  production,  the 
set-aside  program  would  increase  the  unit  costs  of  production,  does 
not  the  same  thing  hold  true  with  respect  to  that  2  million  acres  that 
you  want  to  retire  under  your  approach  ? 

Mr.  R\NsoM.  No,  sir,  beojiuse,  in  other  words  this  acreage  would 
come  from  farmers  who  wanted  to  quit.  It  would  leave  those  farmers 
who  wanted  to  plant  cotton  with  no  reduction  in  acreage.  In  other 
words,  it  would  keep  them  on  an  equal  competitive  basis.  It  would 
allow  tliose  who  wanted  out  a  way  out. 

Senator  Miller.  Well,  I  can  see  where  somebody  might  not  want 
to  be  out  entirely.  I  am  thinking  now  of  the  landlord.  He  has  got  a 
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very  lai^  unit.  He  mi^it  decide  he  tfill  take  half  of  it  out  imder 
the  permanent  program  you  rec<Hnmend,  and  keep  the  other  lialf  in. 
He  could  do  that,  could  lie  not? 

Mr,  Ba^soh.  What  we  envision  is  the  total  allotment.  In  other 
words,  if  he  sells,  he  bids  the  total  allotment.  He  is  out  of  the  cotton 
business,  period.  That  is  what  we  envision,  total  retirement. 

Senator  Miller.  I  am  glad  you  cleared  up  that  point. 

Mr.  Gibson.  We  are  not  talking  about  retiring  the  farm.  We  are 
talking  about  retirement  of  the  cotton  allotment. 

Soiator  Bellmon.  Mr.  Chairman,  I  want  to  compliment  these  wit- 
nesses. I  never  heard  anyone  speak  with  more  practical  insight  in  th« 
way  the  cotton  program  worl^  than  these  men.  I  have  been  greatly 
lielped  by  what  ttieyliad  to  say. 

The  Ch-^irman.  Well,  they  are  from  Ixiuisiana,  you  know.  [Lau^- 
ter.] 

Senator  Beij,mon.  They  are  well  taught,  Mr.  Chairman. 

I  am  not  sure  that  I  can  agree  with  you  that  taking  out  2  million 
acres  of  cotton  land  and  allowing  this  land  to  be  put  into  productifm 
of,  let  us  say,  Bermuda  grass  or  feed  grain  or  soybeans  would  not 
upset  other  commodity  production,  and  since  we  are  in  a  very  sort 
of  tenuous  situation  in  cattle  or  soybeans  or  feed  grains,  we  may  ba 
getting  those  commodities  into  the  same  serious  condition  cotton  is  in. 

Do  you  anticipate  that  the  program  might  require  that  that  land  be 
kept  in  a  nonproductive  state  for  some  period  of  time? 

Mr,  Raxsom.  I  will  tell  you  what  we  did.  Louisiana  Farm  Bureau 
re|)resents  not  only  cotton  but  soybeans,  cattle,  any  other  crops.  Wedis- 
cussed  this  with  the  other  committee* — in  fact,  the  soybean  people,  and 
it  was  their  thinking  that  just  looking  at  the  situation,  this  2  milhm 
acres  would  not  go  just  to  one  crop.  They  would  be  diffused. 

.'senator  Bellmon.  But  no  matter  where  it  goes,  you  have  got  plenl; 
of  soybeans,  cattle  and  feed  grain.  What  can  you  raise  on  2  miUiw 

Mr.  Baxsom.  AVell,  looking  at  the  thing  factually  it  was  a  discusaiffli 
at  tlie  committee — these  are  generally  nonproductive  acres  and  it  reallj 
was  a  feeling  that  these  acres  would  really  not  disturb  the  balance — the 
2  million  acres  would  not  be  enough  because  it  would  be  diffused. 

Mr.  OiBSON'.  Yon  have  a  half  million  that  is  really  in  the  shape  yon 
aiv  talking  about  now,  that  is  locked  up  in  the  productivity  pool. 

Senator  Bkllmon.  I  am  not  sure  T  understand  what  the  pi-oductivity 
jKiol  is. 

Mr.  Gibson,  .VII  right.  Let  us  say,  in  other  words,  you  are  oper&tinj; 
on  a  projected  yield  program.  Here  is  a  man  over  here  with  a  cottffli 
allotment  of  UHl  acres  and  a  500-pound  projected  yield  and  he  sells  that 
cotton  allotment  to  a  man  who  has  a  projected  yield  of  1,000  pounds, 
When  it  is  tviuisferred  he  does  not  get  it  transferred  on  the  acrea^ 
bjisis.  It  is  transferi-ed  on  projected  yield.  So  that  100  acres  become  W 
ai-rr's  on  his  farm.  I^ouisiiina  has  over  50,000  acres  lo<?ked  up  in  this 
productivity  [>ool. 

Senator  IIkllmon.  Wait  a  minute.  He  gets  a  50-acre  cotton  allotment 
nnd  the  other- — 

Mr.  Giiwox.  Goes  into  the  productivity  pool  within  the  State. 

Senator  Beli.jion.  And  what  does  he  raise  on  that  50  acres? 
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Mr.  Gibson.  Anything  he  wants  to. 

Senator  Bellugit.  So,  jou  have  actually  taken  50  acres  out  of  cotton 
and  put  it  into  something  else. 

Mr.  Gibson.  Yes,  under  the  present  program.  But  you  would  have 
another  million  and  a  half. 

The  Chairman.  Any  further  questions! 

Mr.  GmsoN.  Senator,  I  have  a  statement  from  the  Deep  South  Farm 
and  Power  Equipment  Dealers  Association  that  repres^its  345  dealers 
in  Louisiana  and  Mississippi  that  I  would  like  to  file  endorsing  our 
position. 

The  Chairman.  I  had  it  here  to  put  in  the  record. 

( The  statement  referred  to  follows : ) 

Stateuent  of  Dave  Nobbed,  Prbbident,  Deep  South  Fabu  &  Power 
EQuiPMEnr  DSALEsa  Abbooiation,  Aixxakdbia  La. 

dialniuui  Bllender  and  members  of  the  Committee :  Tbe  Deep  South  Farm 
ImpIeaDMit  Assn.,  with  Iieadqnarters  In  Alexandria,  Louisiana,  la  composed 
of  345  farm  equipment  dealers  in  tlie  states  of  Louisiana  and  Mlssissipiil.  Oar 
AaaociatioD  tor  the  past  several  years  has  been  deeply  concerned  about  the 
problems  of  cotton  and  cotton  farmers  In  the  area  we  represent.  We  have  read 
wltii  great  Interest  many  of  the  propoeats  that  have  been  made  to  solve  the 
problems  of  cotton.  The  "set  aside"  approach  la  most  unacceptable  because  it 
reduces  farm  inc(»ne.  Programs  that  ignore  the  rapid  changes  In  techntAogy 
and  farming  practices  cannot  work  as  they  are  impractical. 

We  of  tJie  Deep  South  Implement  Assn.  have  studied  very  carefully  the 
Louisiana  Farm  Bureau  Federation's  proposals  for  new  cotton  leglatatW  and 
consider  it  the  very  best  approach  for  the  cotton  producers  from  the  area  we 
cover. 

Oatliaed  below  are  -the  basic  points  of  proposal  that  we  endorse : 

(1)  Work  toward  more  permanent  legrlslatlon. 

(2)  Adopt   a   14   million   national  minimum   acreage  allotment  and   get 
to  tbls  level  throuj^h  the  procedures  LFBP  outlines. 

(3)  Use  of  single  allotments  system  for  producing  cotton  and  participating 
In  any  program, 

(4)  Limited  sale  and  lease  of  allotments  wltb  local  elections  to  decide 
these  transactions. 

(5)  "Anniversary  date"  type  loan  on  monthly  basis  for  CCC  takeover 
of  cotton. 

(6)  Loan  level  at  no  less  than  66%  ot  parity. 

(T)  Resale  of  CCC  stocks  aC  no  less  than  110%  of  the  current  loaa  rate, 
plus  actual  storage  cbarge«  and  Intereft 

(8)  Base  program  on  actoal  yield  theory  instead  of  projected  yield  theory. 

(R)  Domestic  cotton  market — establish  a  ceitton-use  certificate  plan  for 

domestic  mills.  The  cotton-use  certificates  should  be  at  a  rate  tbat  domestic 

mills  win  not  pay  more  for  cotton  than  they  are  paying  at  present  and  also 

the  mills  would  receive  price  reductions  for  volume  use. 

(10)  Export  market^foreign  M>untrlea  exports  to  United  States  should  be 
baaed  upon  the  poundage  of  cotton  they  purchase  from  the  United  States, 
Further,  we  should  establish  a  freight  equalization  fee  In  the  form  of  a 
negotiable  certificate  on  all  cotton  exported  from  the  United  States. 
L€^  me  nrge  tlie  Committee  to  give  full  consideration  to  the  I>ou1slana  Farm 
Bureau   Federation's   approach    and  carefully  evaluate  each   point  In   tbeir 
proposals. 
Tbauk  you  Mr.  Chairman. 

The  Chairm,\n,  I  am  sorry  we — off  the  record. 
(Discussion  off  Hie  record.) 
The  Chairman.  We  will  recess  until  1  :.10. 

(Whereupon,  at  12:.30  p.m.,  the  hearing  was  recessed,  to  reconvene 
«t  1:30  p.m.,  tliis  day.) 
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AFTEltXOON    8ESRI0N 

The  Chairman-.  Tlif  coininittpe  will  come  to  order. 
The  next  witness  is  Mr.  Sclmittker  and  will  jou  proceed  to  identify 
yourself^ 

STATEMENT  OF  JOHN  A.  SCHNITTKER,  FR0FES80B,  OF  XCOHOKICS, 
KANSAS  STATE  UNITESSITY,  MANHATTAN,  KAJTS. 

Mr,  SciixiTTKra.  Tlinnk  you,  Mr.  Chairman.  I  think  I  can  be 
brief  Itet-iiii.se  T  will  skip  through  some  ptirts  of  my  paper,  leaving  it 
for  the  full  committee  and  the  i-ecord. 

I  iini  John  Schnittker,  professor  of  economics  at  Kansas  State 
University,  Manhattan,  Kanf!.  I  am  speaking  only  for  myself  today, 
not  for  any  institution  or  association,  I  hope  I  can  contribute  to  a 
stnMigev  agricultural  economy,  iind  to  a  pattern  of  Federal  spading 
which  distinguishes  more  clearly  than  m  the  past,  between  high- 
and  low-priority  public  profrrams. 

I  congi-atiilate  tiie  chainnan  on  liis  statement  to  tlie  Senate  a  few 
weeks  ago  supjxjrting  tlie  Food  and  Agriculture  Act  of  1965  as  effec- 
tive legislation,  and  as  the  base  from  which  to  consider  future  farm 
policies.  The  li'fio  act  has  succeeded  beyond  expectations.  It  requires 
some  amendments,  but  the  basic  approach  is  soimd. 

The  1905  act  stands  out  in  sharp  contrast  to  tlie  phantom  char- 
acter of  the  administration's  farm  policy. 

After  1  year,  we  cannot  l>e  sni-e  what  program  the  administration 
wants  for  farmers,  or  whether  it  wants  any  program  at  all.  \o  bill 
has  vet  been  advanred  to  Congress  over  the  signature  of  the  President 
or  tlie  Secretary. 

The  failure  o?  the  administration  to  come  to  the  support  of  fanu- 
ei-8,  and  of  legitimate  farm  price  and  income  stabilization  programs 
has  been  a  ciih-nlated  failure.  It  requii'es  the  Senate  and  the  House 
of  Representatives  to  address  themselves  to  these  questions  even  more 
seriously  than  in  previous  years. 

Congress  must  lead  the  fitmggle  to  continue  and  to  improve  form 
programs  in  1970,  since  the  President  and  the  administration  will  not. 

The  Food  and  Agriculture  Act  of  1065  provides  a  workable  base 
from  whicli  to  begin  this  effort.  It  should  oe  amended,  however,  l" 
adapt  it  to  futui-e  needs,  to  treat  connnodity  producers  in  different 
regions  of  the  country  more  equitably,  and  to  limit  total  payments 
to  individnal  producers. 

Farm  t>rogi'".ms  wei"e  once  needed  to  help  Rmall  family  famere. 
Most  farmers  were  in  this  group  in  the  1930's. 

It  is  diffei-ent  today.  We  have  3  million  farms,  but  only  1  million 
are.  sei'ious  prochicers.  Alost  of  tlie  benefits  of  tlie  commodity  pro- 
grams now  go  to  relatively  few  farmei-s.  One-third  of  our  farmers 
market  !)0  percent  of  our  farm  products;  0  percent  market  50  percent. 

benefits  from  farm  programs  are  distributed  approximately  in  pro- 
portion to  pro<luctioii  on  aiiv  fanii.  So  price  support  prognuns  fielp 
few  persons  on  really  small  ^arms  achieve  the  better  life  they  want. 

For  the  f  utui'e,  commodity -oriented  farm  policies  must  be"  designed 
principally  for  full-time  farmers.  AVe  also  need  programs  directed  to 
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the  problems  of  small  farmers  and  poor  people  in  rural  areas.  Some 
form  of  minimum  income  or  family  assistance  plan  would  reach  many 
thousant^  of  small  farmers  now  almost  entirely  missed  by  price  sup- 
port programs. 

Some  of  the  Federal  funds  now  paid  to  our  largest  farmers  would  be 
better  spent  on  other  programs  for  farm  or  rural  people.  We  should 
design  and  finance  future  policies  affecting  large  farmers  and  small 
farmers  in  line  witili  the  real  needs  of  the  two  groups,  and  in  line  with 
overall  national  needs. 

The  1965  act.  The  key  features  of  the  Food  and  Agricultural  Act 
of  ! 965  were: 

1.  A  system  of  direct  payments  to  fanners  for  cotton,  feed  grains, 
and  wheat; 

2.  Revised  price  support  loan  formulas  effectively  setting  parity 
prices  aside  and  linking  feed  grains,  wlieat,  and  cotton  to  world  mar- 
kets; and 

3.  Effective  acreage  control  programs. 

Direct  payments  replaced  high  price  supports,  and  voluntary  (pay- 
ment based)  acreage  diversion  replaced  (supplemented,  in  the  case 
of  cotton  and  wheat)  the  former  rather  rigid  system  of  acreage 
allotments. 

These  features  of  the  1965  act  should  serve  as  building  blocks  for 
future  programs  for  commercial  agriculture. 

Feed  grains.  The  feed  grain  program  in  the  1965  act  is  good  legisla- 
tion. Price  support  and  payment  formulas  are  flexible.  The  Secretary 
t)f  Agriculture  has  discretion  to  administer  the  program  toward  a 
wide  enough  range  of  income  and  cost  objectives. 

Feed  grain  payments  under  this  act  have  been  set  at  levels  which 
encouraged  just  enough  farmers  to  participate  in  acreage  diversion, 
to  reduce  tiie  stored  surplus  and  later  to  gear  annual  crojs  to  current 
needs.  This  is  the  kind  of  formula  that  should  apply  to  all  the  com- 
modity programs. 

Existing  law  would  permit  surplus-free  stabilization  of  feed  grain 
supplies  in  the  1970's.  If  present  price  support  loan  levels  were  con- 
tinued, annual  expenditures  would  probably  range  fi-om  the  current 
level  of  $1.5  billion  a  year,  to  perhaps  $2  billion  a  year  by  1973  or 
1974,  if  yields  rise  faster  than  feed  grain  utilization,  as  I  exi>ect.  There 
is  adequate  authority  in  present  law,  either  to  stabilize  farm  income 
and  total  program  costs,  to  reduce  them,  or  to  allow  cost  increases  as 
described  above.  The  range  in  which  market  prices  could  be  supported 
under  existing  law  is  wide  enough  to  suit  almost  any  point  of  view  on 
farm  policy  for  the  next  3  years. 

It  IS  extremely  important,  however,  to  expand  feed  grain  exports. 
To  this  end,  it  would  be  better  if  the  loan  leve]  for  corn  were  to  be 
related  to  world  price  levels,  and  if  feed  grain  payment  levels  were  set 
strictly  according  to  acreage  diversion  and  income  targets.  No  other 
amendments  are  needed  in  the  feed  grain  pi-ogram. 

It  is  feasible,  however,  for  Congress  to  set  a  maximum  level  on 
total  payments  to  producers  of  feed  grains  (in  fact,  any  commodity) 
in  advance,  and  to  require  the  payment  program  to  operate  within 
that  authorization. 

The  Chairman.  Before  you  go  to  wheat,  your  recommendation  is 
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that  under  the  law  as  it  now  stands,  the  Secretary  of  Agriculture  has 
enough  flexibility  to  deal  with  com. 

Mr.  ScHNiTTKEK.  Yes:  lie  does.  I  think  a  guideline  relating  the 
.Seci-etarj's  action  to  world  maiket  prices  as  we  do  for  wheat  and 
cotton  would  \m  useful,  but  the  present  authority  is  wide  enough.  Some 
would  wish  it  to  Ije  wider  but,  of  course,  there  is  danger  of  hanng  it  too 
wide,  also. 

The  Chairman-.  Well,  some  want  greater  support  prices  and  some 
want  greater  loan  prices.  Xow,  it  has  been  my  experience  that  in  atdft 
to  get  these— some  of  the  farmei-s  in,  large  farmers,  if  we  have  s  too 
hi^  loan  price,  they  will  not  join  the  progi'am.  And  my  idea  has 
been  as  you  might  know,  to  lower  the  loan  and  then  up  the  direct 
payments  and  in  that  way 

Mr.  ScHNTTTKER.  Yes.  I  recall  that  and  there  is  a  good  deal  of  lati- 
tude in  existing  law  to  do  that  for  future  years.  It  may  not  do  f(»«\-er 
but  it  will  last  for  some  time. 

Wheat :  The  1965  wheat  program  was  a  constructive  change  from 
the  previous  approach.  Wheat  is  now  priced  as  a  feed  grain;  wheat 
and  feed  grain  acreages  are  interchangeable  on  fannB;  wheat  prices 
in  the  market  are  required  to  be  supported  near  world  price  levels. 
The  Secretary  of  Agriculture  has  adequate  discretion  in  administw- 
ingmost  features  of  5ie  wheat  program. 

The  payment  (certificate)  formula  is  too  rigid,  however.  Payments 
are  tied  to  parity  prices,  whicih  are  now  obsofete  except  as  a  guide  to 
the  past,  and  should  be  systematically  removed  from  the  law.  Wheat 
program  costs  to  the  Federal  Government  must  increase  by  some  $30 
inilfion  each  year  as  a  result  of  this  feature. 

The  payment  formula  for  wheat  should  be  amended  to  provide  the 
opportunity  for  the  executive  branch  and  Congress  to  determine  pay- 
ment levels  in  advance,  on  a  year-to-year  basis  Uirough  the  budget  and 
appropriations  process. 

Cotton :  The  cotton  program  in  the  1965  act  is  seriously  in  need  of 
amendment.  We  ought  to  start  out  fresh,  although  the  home  idea  of 
competitive  level  price  supports  supplemented  by  direct  paymentB  is 
as  sound  for  cotton  as  for  the  grains. 

Payments  of  $900  million  per  year,  mostlv  to  large-scale  cotton  pro- 
ducers, ai-e  exorbitant  by  anv  standard.  Cotton  payments  should  be 
made  only  on  the  amount  of  cotton  used  in  the  United  States,  now 
some  8  million  bales  i)er  year.  This  would  be  the  same  as  in  the  wheat 
program.  The  payment  level  per  pound  should  not  be  fixed  as  it  is  in 
present  law.  Congrc-ss  and  tlie  executive  branch  should  have  the  free- 
dom to  set  maximum  payments  from  year  to  year  in  the  budget  and 
appropriations  process. 

The  present  language  in  the  law  setting  a  minimum  payment  of 
i>  cents  per  jtoiiiid  on  the  domestic  allotment  could  be  retained  if  lan- 
guage requiring  total  payments  to  be  the  equivalent  of  65  percent  of 
purity  on  a  fixed  amount  of  coti  on  were  to  be  deleted. 

The  "snap-back  provision"'  exempting  cotton  fmm  payment  limi- 
tations must  lie  tleletod  to  make  an  across-the-board  limitation  on 
payments  to  individual  farmers  effective  for  cotton. 

Xcroage  alhitnients  for  cotton  should  also  be  phased  out  or  elimi- 
nnted.  I  expect  to  jirovide  the  committee 
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The  Chajrhav,  How  would  you  control  that! 

Mr.  ScHKiTTKBR.  Senator,  the  people  in  the  cotton  industry,  in- 
cluding the  Department,  now  argue  that  the  problem  is  to  get  enough 
cotton  produced  rather  than  to  prevent  too  much  from  being  produced. 
I  agree  that  this  is  the  basic  problem.  So,  I  do  not  think  ^e  problem 
of  wmtrolling  acreage  or  limiting  acreage  is  really  with  us  any  more. 

The  Chairman.  Well,  did  you  hear  the  witness  tliis  morning  from 
Louisiana ! 

Mr.    SCHNITTKEK.    YfiS. 

The  Chairman.  I  wish  you  would  take  his  statement  and  study  it  at 
your  leisure,  if  you  will,  because  of  your  past  experience,  and  6nd' 
out  whether  or  not  we  can  do  something  to  eliminate  these  payments 
that  are  made  to  people  who  buy  land,  who  do  not  cultivate  it,  but  are 
paid  on  what  might  be  produced  on  that. 

Mr.  ScHNiTTKBR.  I  Will  be  glad  to  do  that  and  submit  it  for  the 
record,  Senator. 

The  Chairman.  I  tliink  it  is  a  very  serious  problem  and  I  am  very 
anxious  to  do  something  about  it.  It  strikes  me  that  what  we  ought 
to  do  is  to  get  a  program  that  if  a  a  large  corporation,  let  us  say,  buys 
land  to  speculate  on  and  then  they  lease  that  land,  whether  it  is  planted 
or  not,  to  get  payment  on  what  the  land  might  produce  in  cotton  is 

Sit  wrong  and  we  are  going  to  have  to  do  something  about  that. 
you  have  any  ideas  about  that  I  will  be  glad  to — before  you  leave- 
off  the  record. 

(Discussion  off  the  record.) 

Mr.  Sciinittker.  I  will  get  that.  Senator. 
(The  information  is  as  follows:) 

Man  RATTAN,  Kakb.,  March  B,  ISW. 
Senator  Anxn  EjU.ekiikii, 

Choirman,  Committee  on  Afffioulture  and  Forestry, 
WatXington,  D.O. 

Dbab  Sekatob  Ellerdeb  :  I  am  writing  ]□  response  to  jsnt  qnesUoD  at  tbe 
bearing  of  jaax  Oommlttee  on  Febraorr  24,  r«fra«Ung  beneflta  under  the  cotton 
price  and  income  sopport  programs,  to  persons  wlho  have  not  been  and  are  Dot 
cotton  prodacera,  but  who  have  Joined  the  InduMiT  t>7  purchasing  land  and  acce- 
ase  allotmentB. 

There  bave  been  a  number  of  proposals  made  to  limit  access  to  agricultural 
land  to  bona-flde  fanners.  Nothing  like  this  has  ever  been  adopted. 

Paonuing,  like  any  small  businees,  is  open  to  anyone  with  access  to  the  amounts 
at  capital  required  to  make  a  start.  Iiand  ownership  la  equally  open,  to  anyone 
who  10  aWe  to  make  a  down  payment  and  borrow  money  for  the  purchase  o(  land. 
I  do  not  believe  that  this  can  be  changed  in  the  short  run  of  a  few  years,  nor  should 
itbedianged. 

Ajctlve  farmers,  and  retired  fanners  are  able  to  Invest  In.  iioii-faTm  businesses, 
in  Indnstrial  or  utility  stocks,  and  In  any  other  activity  for  which  they  have  the 
necessary  espftal.  Farm  people  share  In  the  ownership  (although  not  in  the 
management)  of  many  large  and  small  corporations  In  the  United  States. 

An  effective  payment  limitation,  at  the  level  of  $10,000  per  commodi^  per 
farm,  would  be  a  useful  means  of  discouraging  large  corporations  and  well- 
financed  Individuals  who  are  not  farmers  from  entering  into  active  farming  or 
becoming  the  owners  of  large  amounts  of  agricultural  land  in  competition  with 
family  farmers. 

Also,  reducing  the  very  large  Income  subsidy  now  required  In  tbe  cotton  pro- 
gram ^onld  limit  tbe  incentive  for  large  operators  to  control  major  percentages 
of  the  cotton  allotment  in  any  country  or  state. 

I  do  not  know  of  any  other  way  to  approach  this  question,  r  certainly  would  not 
rewmmend  that  Congress  limit  cotton  farming  to  persons  who  are  already  en- 
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eiifced  In  that  bosines!*,  nor  idumld  tarm  land  purcbaties  be  limited  to  bou-Bde 
farmers  and  present  owaers  of  agricultural  land. 

Again  I  appreciute  the  opportunity  to  appear  before  your  committee  od  FA- 
ruury  24. 

Slncently, 

JOHX  A.  SCHXITTK^ 

PrufcMtor  of  Economla,  Kanaat  State  CnioertUf. 

The  Cii.uRMAX.  Pniceed. 

Mr.  ScjijjiTTKjat.  I  exi«ct  to  pi-ovide  this  committee  and  othBrMem- 
I»i-s  f)f  Congresi  with  sjwtifif  recommendations  for  amending  the 
existinfj  (otton  profrrani  witliin  a  few  days.  I  will  make  those  avaitable 
ro  file  committee. 

Tliere  is  a  r|nestioii  of  iiiietjimi  treatment  under  various  commodity 
}in»^ranis,  Senator  Bellmon.  Feed  {irains,  wheat,  and  cotton  pro- 
tlm-tion  are  concentrated  in  different  geographic  regions.  Unequal 
treatment  of  these  commodities  under  our  paj-ment  programs  i^  in 
fact,  unequal  treatment  of  the  fanners  who  live  in  different  parts  of 
the  country. 

Itigid  i>ayment  programs  noted  above  require  large  direct  iDCome 
»ul>sidi&s  to  cotton  pi-oducers,  and  to  a  lesser  extent  to  wheat  producen. 
]*iiyments  to  feed  grain  producei-s,  however,  include  little  or  no  direct 
income  subsidy.  Nearly  the  entire  fee<l  grain  payment  serves  the  func- 
tion of  production  control,  not  income  subsidy. 

This  is  nell  illu^rated  in  a  tabulation  made  available  last'  yearbf 
-Secretary  Hardin,  and  which  is  shown  in  my  testimony. 

(The  table  referred  to  follows :) 

A  FUNCnONAL  CLASSIFICATION  OF  DIRECT  PAYMENTS  TO  FARMERS  IN  19Gt 
lOgllm  in  millionil 
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Mr.  SciiNiTTKER.  Tliis  tabiilatioii  shows  that  feed  grain  payments 
ill  li>68  were  almost  entirely  devoted  to  limiting  output,  89  percent 
in  fact  devoted  to  the  function  of  supplv-management,  while  only 
Zo  i>crc©nt  of  total  cotton  payments  served  that  function. 

Ill  1970  nearly  the  entire  amount  of  $900  million  for  cotton  pay- 
nu'nts  will  l)e  an  income  subsidy,  since  the  national  acreage  allotm^t 
for  cotton  has  U'en  increase<l.  ami  cotton  acreage  is  not  severely  limited 
on  miiiiy  farms.  It  certainly  cannot  be  argued  that  a  major  part  of 
cotton  paj'ments  are  for  supply  mana^ment. 

One-half  of  all  wheat  jiayments  m  lOfiS  were  direct  income  sub- 
sidies, but  the  ]i>~0  figiii-c  will  Ijc  lower,  since  the  national  acreage  al- 
lotment has  been  niduced  and  wheat  fanners  must  leave  more  of  their 
land  idle  this  year. 

Senator  BErj.stoN  (now  presiding).  Do  you  put  the  certificate  pay- 
iitents  in  the  catog<iry  of  being  a  dii-ect  income  sulsidyt 

Mr.  SciiNiTTKER.  Yes ;  I  do. 
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Senator  Bellmok.  Do  you  count  that  as  money  coming  from  the 
federal  Treasury  or  money  coming  from  the  consumers  of  wheat? 

Mr.  ScHNrrrKER.  Senator,  it  does  come  from  tihe  consumers  of  wheat 
but  the  Federal  contribution  and  the  so-called  certificate  contribution 
lire  lumped  together  administratively  and  the  farmer,  I  think,  does 
lot  distinguish  between  them  and  neither  do  I. 

Senator  Bellmon.  If  you  take  out  the  amount  of  certificate  payments 
:hat  come  from  fhe  consumer,  does  it  change  this  table  you  have  shown 
IS  over  here  on  page  7  ? 

Mr.  ScHNTiTKER.  The  total  payments  for  wheat  would  be  reduced 
jy  about  $400  million,  from  roughly  $746  million  to  perhaps  $360 
nillion,  if  only  the  Treasury  portion  were  counted. 

Senator  Beli;h:on.  And  that  would  then  change  the  percentage. 

Mr.  ScTiNiTTKEH,  That  would  change  the  percentage  to,  I  would 
ay,  roughly  90  percent  supply-management  and  10  percent  income 
mWplement. 

Senator  Bellmon.  90  percent 

Mr.  ScHNiTTKER.  For  supply-management  and  10  percent  income 
ubsidy,  income  supplement. 

There  is  no  justification  for  unequal  treatment  of  producers  in 
lifferent  regions,  I  urge  the  Senate  to  modify  the  payment  formulas 
or  cotton  and  wheat  so  that  tAiis  situation  can  be  corrected. 

Senator  Bellmon.  Do  you  stand  by  that  statement  in  light  of  the 
thange  you  just  made  over  here  * 

Mr.  ScHNiTTKEit.  Yes;  I  do,  Senator,  because  taxes  as  well  as 
ivhat  people  pay  for  bread  come  from  the  people,  and  so  I  find  no 
ustification  for  distinguishing  except  administratively,  between 
vheat  certificates  payments  which  come  ultimately  from  consumers 
ind  wheat  payments  which  come  directly  from  the  Treasury.  I  count 
hem  all  the  same,  so  I  stick  with  my  original  statement. 

Senator  Bellmon.  I  was  not  here  when  you  b^^n  your  statement 
ind  I  do  not  want  to  cause  you  to  be  redundant  But  do  you  propose 
ome  other  way  of  giving  the  American  wheatgrower  an  American 
irice  for  that  portion  of  Lis  production  used  for  human  food  in  this 
■ountrr? 

Mr.  ScHMTrrxsR.  No.  I  think  we  have  already  been  past  that  point, 
Senator.  Two  or  three  efforts  were  ma^e  in  the  1960's  toget  the  full 
ertificate  value  paid  b^  the  processors  and  consumers.  iSese  efforts 
ffere  lost  and  I  doubt  if  there  is  any  reason  to  go  back  to  them.  So, 
vhat  I  am  really  suggesting  is  that  the  Congress  ought  to  give  itself 
ind  the  executive  branch  some  discretion  in  the  farm  program,  in  the 
tatute  itself,  so  that  from  year  to  year  if  the  Congress  and  the  ad- 
oinistration  jointly  decide  that  the  Federal  contribution  to  wheat 
>ayments  should  be  $800  million,  $200  million,  or  $400  million;  that 
Fonld  be  possible. 

Today  that  amount  is  fixed  by  law  and  by  the  accidental  changes 
a  the  parity  formula.  This  requires  an  increase  of  $80  million  or 

0  each  year,  year  after  ^ear,  quite  without  regard  to  what  the  Con- 
;re8S  or  the  President  might  decide  national  priorities  would  require. 

Senator  Bellmon.  I  do  not  believe  you  have  answered  my  question, 
"iow  do  you  propose  to  give  an  American  producer  of  any  product 
in  American  price  for  that  share  of  his  production  when  he  markets 

1  portion  of  it  in  the  world  market  as  wheat  producers  do? 

41-fl49— 70 36 
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Mr.  SoHNTiTKBB.  Well,  I  do  not  accept  the  concept  of  an  ATnorintn 

frice.  I  do  understand  what  people  have  called  an  American  price  but 
argue,  Senator,  ttiat  it  has  no  meajiing.  When  a  part  of  the  return 
to  any  producer  is  coming  out  of  the  Treasury,  the  Congress  and  tha 
executive  branch  ought  to  review  it  from  year  to  year  and  not  fix  % 
formula  wliich  escalates  it  from  year  to  year  without  an  annual  re- 
view. And  I  am  not  at  all  sure  that  the  Congress  or  the  oountr; 
would  decide  that  payments  have  to  be  reduced  bSow  the  level  of  whtt 
you  call  an  American  price. 

Senator  Bkllmon.  Well,  as  you  know,  under  the  old  farm  progratn, 
the  price  tlie  fiinner  received  at  tlie  elevator,  was  supported  at  in 
above  the  world  market  price  and  that  exporters  were  subsidized  for 
their  losses.  The  new  concept  is  that  all  wheat  prices  fall  to  the 
world  market  i)rice  or  feed  gi'ain  price  and  that  the  wheat  fannar 
in  ordei'  to  give  liim  something  like  parity  of  income  in  theory  getsi 
certificjite  payment  from  tlie  Treasui-y  which  the  Treasury  takes 
from  the  miller  who  takes  it  from  the  consumer  of  the  bread  that  is 
produced.  And  what  I  am  curious  about,  I  do  not  want  to  belabor 
it  but  I  am  curious  how  you  would  propose  to  continue  giving  tha 
American  wheat  grower  this  kind  of  income. 

Mr.  ScHNiiTKi».  I  would  not  necessarily  propose  to  do  that  bat  I 
would  open  up  tlie  law  so  that  througli  the  approprlaticms  and 
budget  process,  the  Congress  could  make  a  decision  from  year  toyur 
on  whether  wheat  payments  should  bring  total  returns  up  to  full 
parity  or  not. 

The  present  law  requires  that  payments  be  brought  up  to  100  pw* 
cent  of  parity. 

Senator  Bbulmon.  On  43  percent  of  the  wheat. 

Mr.  ScHNiTTKER.  On  the  domestic  portion  of  tiie  crop. 

Senator  Bellmon.  Right. 

Mr.  ScHNrtTKEK.  And  I  would  relax  that  formula  so  that  the 
Congress  and  the  country  could  review  tliat  each  year. 

Senator  Bellmon.  Keview- ■ 

Mr.  ScHNriTKER.  And  it  would  be 

Senator  Bbllmon  (continuing).  Keview  it  with  what  in  mindl 

Mr,  ScHNiTTKBR.  Eeview  it  with  the  idea  in  mind  of  deciding 
whether  we  want  to  spend  this  $300  million  or  $400  million  or  $600 
million  of  public  money  for  wheat  programs  or  something  else. 

Senator  Bellmon.  Is  it  public  money  if  the  Treasury  continues  to 
collect  money  from  millers  for  the  wheat  they  process! 

Mr.  ScHNiTTKEB.  Senator,  I  would^the  amendment  that  I  would 
propose  would  deal  only  with  the  Treasury  fraction.  I  would  let  the 
certificate  part  which  at  the  moment  is  75  cents  per  bushel  on  about 
500  million  bushels,  I  would  let  that  stand.  I  would  leave  tJie  certificate 
formula  and  its  relationship  to  tlie  price  support  loan  exactly  as  it  is  in 
present  law,  but  give  the  Congress  and  the  executive  the  opportunity 
to  review  the  additional  payment  which  comes  out  of  the  Treasury. 

Senator  Bbllmon,  That  is  ail. 

Mr.  ScHNiTTKER.  A  payment  limitation.  One  major  new  provision 
should  be  added  to  the  1965  act.  I  urge  the  Senate  to  adopt  a  limitation 
on  payments  to  any  producer  of  farm  producte  or  owner  of  agricnl- 
tuial  land. 
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If  the  limitation  applies  to  all  programs  together,  including  wool 
id  sugar,  it  should  not  be  higher  than  420,000. 
Alternatively,  a  limitation  of  $10,000  could  be  applied  to  each 
aunodity  program.  This  could  be  administered  somewhat  more  ef- 
Jtively.  I  have  argued  on  another  occasion  that  the  ceiling  could  be 
low  as  $5,000  per  program,  but  I  believe  the  higher  figure  of  $10,000 
•uld  be  a  better  choice  for  1970. 

A.  ceiling  of  $10,000  per  program  would  be  similar  on  many  farms 
a  ceiling  of  $20,000  per  farm,  since  most  farmers  have  several  crops. 
e  $10,000  figure  would  affect  more  producers,  however.  Approxi- 
.tely  25,000  farmers — still  less  than  1  percent  of  all  farmers — would 
affected  by  such  a  ceiling.  In  1968,  this  included  3.4  percent  (15,097) 
all  cotton  producers  with  about  45  percent  of  total  cotton  acreage, 

precent  (5,428)  of  all  feed  grain  producers  with  6  percent  of  total 
>anctlon,  and  0.6  percent  (4,861)  of  all  wheat  producers  with  10 
rcent  of  all  wheat  production.  Payments  to  these  farmers  (not 
intdng  sugar  and  wool)  would  have  been  reduced  by  about  one-half, 

by  ^50  million  a  year,  if  a  $10,000  ceiling  had  been  in  effect  in 
(8  or  1969.  Adding  sugar  and  wool  would  increase  savings  ma- 
ially,  while  affecting  few  additional  producers. 
Dnly  10,000  producers  would  have  been  affected  by  a  $20,000  per 
•m  limitation  in  1968.  Payments  on  those  farms  would  have  been 
Inced  by  about  one-half — from  $380  million  to  $200  million — for 
aving  of  $180  million.  Two  percent  of  all  feed  grants,  3-4  percent  of 

wheat,  and  around  28  percent  of  all  cotton  produced  was  grown  on 
■ms  that  would  have  been  affected. 

icre^e  diversion  programs 

The  CiiAiRMAN  (now  presiding).  Before  you  go  into  that,  do  you 
bke  ft  distinction  as  to  the  Department's  capability  of  providing  for 
yments  whOTe  you  have  a  voluntary  program  in  contract  to  a 


'.  ScHNnTKER.  Senator,  I  do  not  here  but  I  think  that  distinction 
lid  be  made  since  some  of  the  payments  serve  the  function  of  produc- 
n  control. 

Phe  Chairman.  Well,  that  is  the  vt>rv  point  that  I  would  like  to 
ess.  On  these  voluntary  programs  as  I  understand,  the  philosophy 
•M  of  them  all  is  to  get  out  of  production  so  many  acres  so  that  the 
xluction  would  be  equal  to  our  requirements,  domestically  and  the 
Tyover  and  for  export. 

^Tow,  what  difference  does  it  make  if  you  get  an  acre  from  a  small 
m  in  contrast  to  a  large  farm  ? 

tfr.  ScHNTTTKEK.  WSl,  hardly  any  difference  at  all,  but  if  I  may 
I,  Senator,  the  volimtary  acreage  diversion  programs  apply  directly 
feed  grains  and  wheat.  There  are  very  few  large  farms  producing 
d  grains  and  wheat.  Therefore,  practically  none  of  those  crops 
old  be  affected  by  a  limitation  of  $20,000  per  farm  or  $10,000  per 
amodity  or  per  program,  and,  therefore,  virtually  no  acreage  wotild 
set  outside  the  program  by  a  payment  limitation  appli^  to  the 

rhe  Chairman.  You  are  saying  to  the  committee  now  that  the  farms 
I  of  such  a  ^nall  size,  let  us  say,  that  the  production  would  not  be 
ily  affected. 
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Mr.  SciiviTTKER.  Yes.  Only  2  percent  of  all  the  feed  erains  gimrn  j 
in  the  coiintry  is  ^'ifiwii  on  farms  tliat  would  be  affectea  by  a  ^M  • 
payment  liinitntion. 

The  ( 'iiAiRMAx.  Two  penreiit  of  what  now  ? 

Mr,  SriiNiTTKER.  Two  percent  of  all  the  feed  grains  grown  - 
nationally. 

Tlic  riiAritMAV.  Wliat  does  tliat  mean  ? 

Mr.  SruNnTKKK.  Well,  it  is  160  million  tons  which  would  be —    - 

Tlic  ("iiAiKMAX.  Xo,  no.  I  am  talkinfr  alxmt  size  of  tlie  farm. 

.\ri-,  S<'iixnTKF.R.  I  cannot  i-pally  respond  to  tliat.  It  wouIdbeaiela- 
tiviOy  iaiTTP.  i-oni  fiirni  and  tliere  are  so  few  large  com  farms  that  if  you    ' 
put  them  all  topether,  only  2  pewent  of  the  com  is  grown  rai  farms 
which  {ret  ^2l),(t00  in  payments. 

Tlie  Oii.MRjtAN.  Or  more. 

5Ir.  ScuxnTKKit.  And  we  can  re«l]y  set  wheat  and  feed  grains  ta.it    ■ 
fnmi  tlie  |)a^^nent  liniitiition  question.  There  are  so  few  large  farms 
that  even  fh'oiigh  a  handful  of  farms  would  be  affected,  only  a  vary 
minor  fraction  of  the  production  of  the  entire  country  is  on  those 
farms.  So  there  would  be  scarcely  any  measurable  loas  of  effectin    - 
production  control  in  those  voluntary  programs. 

The  CiiMRMAN.  I  can  see  where  it  would  be  possible  to  limit  piy-    ' 
ment'S  where  you  have  a  compulsory  program.  You  could  set  scalestu 
same  as  you  do  for  sugar. 

Mr.  SciiNriTKEH.  Yes. 

The  Chairman.  And  let  the  farmers  vote  for  it  up  or  down,  bat  in 
the  voluntary'  program,  I  am  unable  to  see  it.  But  since  the  amoontU    ■ 
you  say,  is  so  small,  that  would  probably  make  a  difference  aa  to  viai 
level  you  start  at. 

Mr.  ScHNCTTKEH.  What  I  am  saying  is  that  at  the  $20,000  lenl,    ■ 
wheat  and  feed  grains  can  be  just  set  aside.  They  are  not  in  thb  pictoR 
so  far  as  payment  limitations  are  concerned. 

Senator  Mii,les.  What  about  the  $10,000  limitation  then  ? 

Mr.  ScHN-riTKEH,  The  $10,000  per  commodity  limitation  which  is  tlie    ■ 
other  option  I  presented,  brings  in  a  slightly  larger  amount  of  pro-    ■ 
diiction  but  still  only  6  percent  of  all  feed  grains  would  be  on  ftjnB 
affected  and  I  would  e.'stimate  that  1  or  2  percent  would  be  excluded— 
that  is.  alxive  the  amount  earning  $10,000  payment. 

Senator  Miller.  I  am  sorry  if  you  went  into  this  but  I  just  got  back 
from  n  vote.  \Vhen  vou  ,sav  tne  $10,000  limitation  per  farm 

The  Chairman.  I'ou  said  you  just  came  back  from  the  floor!  Too 
will  have  to  go  back  now. 

SMiatorMiLua.  So  do  you,  Mr.  Chairman. 

Let  me  carry  this  on  a  little  bit.  When  you  say  a  $10,000  limitatiffli 
per  farm,  I  am  not  sure  I  understand  what  that  means.  Are  you  talk- 
ing about  a  tot«,l  operation  which  might  consist  of  a  couple  of  fanni 
next  to  each  other  and  another  farm  a  half-mile  down  tne  road  and  ' 
another  farm  another  half-mile  in  the  other  direction  being  operated 
asoneunit?  Or 

Mr.  ScHsiTTKER.  Senator  Miller,  I  presented  two  options,  to  rerie* 
very  briefly.  One  would  be  a  $20,000  limitation  per  farm  taking  in  all 
the Ve]>n  rate  ]>ieces  of  land,  and  adding  wheat,  com,  cotton,  sugar,  and 
whatever  else  he  grows,  together. 
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The  second  option  was  a  $10,000  per  program  or  per  commodity 
l)ecHiise  this  would  be  somewhat  easier  to  administer. 

Senator  M111.ER.  All  right.  Now,  yon  mentioned  on  tliat  §20,000 
limitation  the  total  amount  of  the  units  being  operated  by  tlie  man. 
Suppose  you  have  two  men.  They  are  partners.  Would  that  mean 
N0,000  ?  ^,000  for  each  man  ? 

Mr.  ScHNiTTKER.  Tliere  would  have  to  be  some  determination  but 
[  would  consider  that  farm  to  be  an  entity  and  would  apply  the  limita- 
tion to  the  farm. 

Senator  Miller.  Well,  I  am  interested  in  the  equities  here,  and 
Uso  the  administration  of  it,  because  if  you  and  I  were  partners  and 
K6  had  15,000  acres  of  land  and  we  were  farming  this  as  paitners 
ind  we  found  a  $20,000  limitation,  I  do  not  imagine  it  would  be  very 
ong  before  we  would  dissolve  that  partnersliip  and  you  would  end 
ip  with  two  farmers  with  $40,000. 

Mr.  SciiNiTTKER.  This  is  a  problem  that  would  have  to  be  faced  and 
[  would  urge  the  Congress  to  provide  the  strongest  kind  of  rules 
kgainst  farms  splitting  for  pui-poses  of  evasion  of  the  payment  limita- 
;ions.  I  think  with  so  few  farms  involved  it  could  be  handled. 

Senator  Miller.  Well,  you  call  it  evasion  but  to  me  it  would  be  a. 
matter  of  trying  to  do  equity,  because  it  seems  to  me  tlie  number  of 
[M»ople  involved  m  the  enterprise  has  something  to  do  with  the  equities. 

For  example,  I  recognize  that  tlie  $20,000  limitation  would  have 
i*ery  little  impact  on  the  total  number  of  fanners  in  the  feed  grains 
[jrogram,  but  I  am  thinking  of  a  corporation  known  as  the  Aniana 
Corp.  out  at  Amana,  Iowa,  which  you  may  be  familiar  with,  and  in- 
stead of  having  300  farmers  operating  separate  units,  they  joined 
together  as  the  Amana  Corp,  And  to  put  a  $20,000  limitation  on  them, 
[  am  just  wondering  if  that  would  be  equitable.  I  think  you  under- 
hand the  problems  that  I  am  talking  about. 

Mr.  ScnxnTKER,  Yes,  I  do.  There  would  be  special  cases  like  part- 
lerships,  corporations,  societies,  wliich  would  nave  to  be  treated,  I 
Jiink,  as  individual  cases  under  the  regulations.  Perhaps  some  defini- 
:ion  of  the  meanings  that  could  be  attached  to  the  term  "farm"  or 
'person." 

Senator  Miller.  Well,  then,  you  would  suggest  that  if  we  did  adopt 
me  of  tliese  payment  ceiling  limitations  that  there  would  be  some 
lexibility  given  the  Secretary  to  avoid  the  inequities  that  could  occur 
Torn  the  flat  $20,000  per  f ann  or  flat $20,000  per  farmer. 

Mr.  ScHNrrrKER.  Yes;  I  would  agree  with  that,  but  I  would  want  to 
^  along  with  the  strongest  prohibition  against  farms  splitting  purely 
or  the  purpose  of  evading  the  intent  of  the  law. 

I  think  the  Amana  Society  is  different  from  a  corporation  owned  by 
lutside  interests,  for  example. 

Senator  Miller,  If  you  have  an  equitable  law  you  are  not  going  to 
lave  to  worry  about  that  splitting,  but  if  you  do  not  have  an  equitable 
aw,  then,  I  think,  we  are  going  to  have  a  real  problem  on  our  hands. 

Mr.  SciiNiTTKER.  Acreage  divei-sion  programs  would  be  workable 
rith  payment  limits  at  levels  mentioned  above.  For  the  grains,  such 
va&h  proportions  are  gi-own  on  large  farms  that  production  control 
vould  easily  continue  to  be  effective. 

Cotton  payments,  however,  serve  the  function  of  enhancing  income^ 
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not  of  limiting  production.  I  know  it  wilt  be  argued  that  ootton  cut- 
not  be  produceu  without  huge  subsidies.  Some  fear  that  our  paymoits 
balance  will  suffer  for  lack  of  cotton  to  export. 

I  say  it  is  ridiculous  to  pay  cotton  farmers  $900  million  a  ynr  to 
produce  cott<m  worth  only  slightly  more  than  $1  billion  a  year  tnd 
to  produce  cash  exports  of  some  ^00  million  per  year.  Our  Fedenl 
funds  are  too  scarce,  our  public  needs  too  great,  and  our  balanoMf- 
payments  problems  not  nearly  important  enough  to  justify  such  pty- 
ments. 

It  is  regrettable  that  the  argument  has  again  been  made  in  1970, 
that  limiting  payments  to  large  farmers  would  destroy  the  farm  pro- 
grams and  nurt  small  farmers.  This  claim  is  absolutdy  witnont 
foundation,  as  shown  earlier. 

Put  another  way,  this  argues  that  the  way  to  help  small  farmers  is 
to  pay  out  more  Federal  money  to  big  farmers,  l^is  is  a  serious  dis-    : 
tortion. 

A  payment  limitation  would  be  difficult  for  some  producers.  UaA  \ 
values  inflated  by  huge  payments  may  come  down.  Some  areas  m»y  \ 
produce  less  cotton,  but  many  large  growers,  relieved  of  allotntente,  | 
would  produce  more  cotton.  J 

I  urge  Congress  to  ado2>t  a  limit  of  $10,000  per  program  to  apply  i 
to  1971  and  subsequent  crops.  Congress  should  also  provide  fina  dino-  | 
tives  against  evasion  of  this  provision. 

THE    SET-ASIDE    (ADMINISTRATION   BIU.)  , 

The  set-aside  is  not  so  different  from  acreage  diversion  progiuu 
operating  under  existing  law.  It  would  give  farmers  valuable  new   , 
alternatives  in  using  their  land,  but  it  would  also  bring  scHne  problaDS,    ' 

Tlie  bill  as  it  stands,  however,  defies  analysis.  It  includes  nnnecee-    . 

sarily  broad  administrative  discretion  for  price  supports,  and  virtually    | 

no  guidelines.  Under  it  farm  price  supports,  farm  inoMnes,  and  fana   ' 

'urogram  spending  could  be  substantially  increased,  or  materi&Uj  n-   ' 

uced  by  executive  action. 

A  degree  of  discretion  is  essential  to  good  administration.  Bnt  tlu  < 
extent  of  discretion  in  the  new  bill  is  neither  de^rable  nor  nsefoL 

A  comprehensive  and  sympathetic  analysis  of  the  set-aside  proposil 
by  Professor  Tweeten,  of  OUahoina  State  University  a  few  weeks  ago 
came  to  the  following  conclusions : 

If  cdlton.  (wd  grains,  ond  whent  prOKMni  cos^s  paid  by  the  Federal  Goren- 
ment  iveiv  to  be  fixed  at  m:ent  levels  the  set-n^lile  woultl  bring  fanners  $0.5  bil- 
lion less  net  income  in  1971  than  the  present  profcram  or  altematlTely. 

If  total  net  Incomt^  were  to  be  miiintalned  at  reoeni  levels  the  Wt-aslde  wonU 
cost  the  Government  about  SO-5  biiliOD  more  than  the  exlstiaff  procmms  woM 
cost  in  1971. 

This  is  not  a  high  recommendation.  Kven  so,  the  set-aside  idealiu 
features  leading  to  greater  flexibility,  especially  for  cotton,  which 
ought  to  be  examined. 

FARM  OHfiASlZATlKN-  PROPllSALS 

My  general  views  on  two  proposals  made  by  farm  oi^nizations  . 
are  probably  clear  from  my  earlier  stittement& 
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The  farm  bureau  bill  features  a  5-year  transition  to  long-tenn  land 
retirranent  «)ntract8  as  the  only  means  for  limiting  output.  This  will 
lot  work,  in  my  opinion.  Long-term  retirement  is  a  useful  and  effi- 
iient  supplement,  but  not  a  replacement  for  annual  acreage  diyersion 
)rogr&ms. 

I  favor  a  long-term  program,  and  I  had  something  to  do  with  de- 
"eloping  the  cropland  conversion  and  cropland  adjustmrat  programs. 
jong-t«rm  contracts  should  be  expanded  and  annual  diversion  pro- 
jams  reduced  over  time  if  we  are  to  maintain  reserve  productive 
apacity  in  agriculture.  But  long-term  tracts  alone  are  not  enough. 

The  other  major  feature  of  the  farm  bureau  bill  relates  to  compen- 
fttion  for  low-income  farmers,  and  is  an  idea  deserving  much  greater 
tudy  and  support. 

The  coalition  bill  has  good  features  arising  out  of  the  1965  act.  It 
Deludes,  however,  a  number  of  provisions  which  lack  merit.  Thess 
aclude  a  minimum  loan  rate  and  minimum  total  price  support  for 
grains,  an  export  payment  for  wheat,  and  a  minimum  price  support 
evel  and  acreage  diversion  program  for  oilseeds. 

The  extra  annual  cost  of  perhaps  $1  billion  or  more  each  year  for 
hese  features  would  not  be  a  good  investment,  considering  the  dis- 
ribution  of  farm  program  benefits  and  the  clear  need  for  greater 
unding  of  many  other  procrums. 

Present  law  and  various  oills  apply  to  much  more  than  cotton,  feed 
Tains,  and  wheat.  I  will  be  glad  to  respond  to  questions  on  any  aspect 
f  agricultural  legislation. 

Thank  you,  Mr.  Chainnan. 

The  Chaikman.  Thank  you  very  much, 

Mr.  L^gett. 

lATEHENT  OF  C.  HOKE  L&GOETT,  PKESIDENT,  SOUTHEBH  COTTON 
GBOWEBS,  HOBGOOD,  IT.C,  AXS  P.  S.  SIHTH,  SOUTEESK  OOTTOH 
QBOWESS,  WniDEE,  QA. 

Mr.  Leggett.  Mr.  Chairman,  this  is  P.  R.  Smith.  He  is  from  Georgia, 
mnediate  past  president  of  the  Southern  Cotton  Growers,  Inc. 

The  Chaikman.  You  have  a  written  statement,  Mr.  Leggett. 

Mr.  Leggett.  Yes.  We  will  skip  a  little  of  it. 

The  Chairman.  I  wish  you  would  do  that  and  I  would  like  to  sug- 
est  to  the  witnesses,  I  do  not  want  to  overlook  anybody  but  if  you 
m  summarize,  the  whole  statement  will  be  put  in  the  record. 

Mr.  Leggett.  Well,  I  cannot  very  well  do  that,  but  at  least  we  will 
it  out  parts  of  it. 

The  Chairman.  All  right. 

Mr.  Leggett.  I  think  we  can  get  through  in  about  12  minutes. 

Mr.  Chairman,  gentlemen  of  the  committee,  my  name  is  C.  H. 
leggett.  I  am  a  cotton  farmer  of  Hobgood,  N.C.,  and  I  am  serving  this 
?ar  as  president  of  Southern  Cotton  Growers,  Inc.  My  appearance 
(day  is  in  behalf  of  this  organization,  which  maintains  its  head- 
iiarters  in  Athens,  Ga. 

Southern  Cotton  Growers,  Inc.,  is  the  major  cotton  producer  organi- 
ution  in  the  Southeast  representing  cotton  farmers  in  Alabama, 
•eorgia.  South  Carolina,  North    Carolina,  and  parts  of  Florida, 
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TNinessee,  and  Virginia.  We  are  also  supported  in  onr  teBtimony  by 
Xorth  Carolina  Cotton  Promotion  Association.  Carolina  Cotba 
Growers,  Inc.,  North  Carolina  Farm  Bureau  Federation,  and  the 
Georgia  Farm  Bureau  Federation. 

Mr.  Chairman,  Southern  cotton  farmers  salute  you  as  one  of  their 
own — one  with  a  broad  view  of  tlie  problems  that  b^t  all  cotton  fann- 
ers frcnn  Virginia  to  California  and  one  witli  the  will  and  the  heart 
to  lead  us  in  our  efforts  to  develop  tlie  legislative  means  of  dealing 
with  our  problems,  for  our  own  good  and  lor  the  good  of  our  Xation, 
W«  hold  deej)  re.si>e(t  and  admiration  for  each  member  of  this  comintt- 
tee. 

We  must  admit  we  feel  sorry  for  all  of  you,  as  well  as  ourselrea  The 
wpll-ljcing  of  millions  of  Americans  and  the  strength  of  our  Nation 
are  involved  in  what  you  do  about  cotton  policy.  The  problem  is  stag- 
gering. 

At  this  point  it  seems  to  us  whatever  you  might  do,  in  the  way  of 
creating  a  new  cotton  program,  cannot  be  anything  else  but  hit  or  miss 
unless  a  tried  program  is  used  for  the  basis  of  any  new  cotton  le^U- 
tion. 

Our  farmers  are  scared  half  to  death.  Accordingly,  it  is  our  judEinent 
the  best  course  would  be  to  extend  the  Food  and  Agriculture  Act  of 
1965  including  the  present  cotton  program  on  a  continuing  basis,  with 
simple  amendments  to  remove  glaring  inequities, 

Inere  was  a  time,  not  long  past,  when  rural  people  could  demand 
justice.  But  no  more.  Our  own  efficiency  has  decimated  our  ranks. 
One  of  us  now  feeds  50,  where  not  so  long  ago  it  would  have  taken  five 
of  us. 

Now  we  are  so  few,  our  political  voice  is  exceedingly  weak. 

Wo  must  dejiend  upon  the  understanding  of  the  people  in  the  cities 
for  the  justice  we  no  longer  can  demand. 

This  Nation  was  built  under  a  rural  ascendancy.  Congresses  doni- 
intited  by  members  from  rural  constituencies  wrote  the  laws  tihat 
created  the  climate  for  the  development  of  the  greatest  indnshial 
(urban)  nation  on  enrth.  It  is  unthinkable  now  tJiat  the  new  urban 
domination  will  assign  the  rural  sector  to  a  perdition  of  poTetty. 

But  this  might  liappen.  Indeed,  this  seems  likely. 

We  are  partly  to  blame.  We  never  have  developed  an  educational 
program  to  keep  our  city  friends  abreast  of  our  circumstances  and 
our  needs.  How  many  urban  people  actunlly  realize  that  the  farmer 
now  gets  less  for  the  food  he  produces  than  20  years  ago — that  all  the 
added  cost-  of  food  occurs  between  the  farm  gate  and  the  retail  counter, 
by  higher  rewards  for  tliose  engaged  in  processing,  transporting,  and 
merchandising  fooil? 

Meanwhile,  the  farmers'  cost  for  machinery,  fertilizer,  fuel,  chem- 
icals, and  other  supplies  have  skyrocketed,  "the  net  income  of  agri- 
culture is  substantially  below  1047,  even  when  we  add  the  Government 
subsidy  to  fann  income.  How  many  realize  tliis! 

Those  who  do  not  imderstaiid  the  needs  of  agriculture,  and  their 
numlwrs  are  multiplying,  propose  now  that  we  phase  out  farm  pro- 
gnims  in  favor  of  wmc  land  set-aside  policv.  This,  thev  sav,  will  save 
tnxmoiipy.lt  will  not. 

t'nle-as'a  way  can  be  found  for  the  fanner  to  get  a  fair  price  in  the 
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marketplace,  there  will  be  ruin  in  agriculture.  Moreover,  this  Nation's 
economic  and  social  disorder  will  be  intensified  by  any  new  land  set- 
aside  which,  past  experience  has  proved,  is  about  the  best  way  we 
tnow  to  get  the  small  and  medium-sized  farmers  off  the  land. 

The  trend  now  afoot  is  ready-made  to  drive  new  thousands  of  peo- 
ple out  of  rural  America  into  cities.  The  cities  already  are  staggering 
under  the  relief  cost  from  the  influx  of  refugees  from  our  farms. 
It  is  reasonable  to  assume  that  a  new  farm-to-city  migration  might 
be  vastly  more  expensive  to  local  and  Federal  governments  than  the 
current  cost  of  farm  programs. 

A  catastrophe  in  agriculture,  such  as  might  result  from  a  Govern- 
ment withdrawal  of  price  and  production  stabilization  undertakings, 
could  cause  great  unemploj-ment  in  the  industries  that  supply  farmers 
annually  with  billions  of  dollars'  worth  of  machinery,  fuel,  fertilizers, 
chemicals,  and  other  materials  essential  to  production. 

We  might  see  the  destruction  of  the  family  farm  as  we  now  know 
it — and  the  succession  to  an  agriculture  owned  and  operated  by 
corporations. 

The  Government,  by  use  of  around  3  billion  in  various  subsidy  pay- 
raentSjhas  held  farm  prices  of  food  below  prices  the  farmer  "got  m 
1947.  The  fanner  generally  has  been  able  to  exist,  some  to  prosper, 
through  use  of  Government  payments  to  stabilize  the  farm  economy. 

What  can  the  consumer  expect  to  pay  for  food  if  the  farm  pro- 
gram is  scuttled  and  corporations  take  over  agriculture — with  these 
corporations  administering  the  prices  of  food,  4&manding  and  getting 
the  price  they  set  at  the  farm  gate! 

These  are  some  facts  and  questions  many  urban  members  of  Con- 
gress, and  they  are  the  majority,  seem  not  to  understand.  Yet  we  are 
approaching  a  vot«  in  the  Congress  on  a  new  "farm  program." 

A  deep  fear  prevails  in  the  farm  community  of  the  Nation. 

The  present  program  can  be  a  good  program.  It  has  maintained 
income  for  the  producing  farmer  but,  as  it  has  been  administered,  it  is 
killing  the  cotton  economy  of  the  South.  It  is  taking  the  South  out 
of  cotton. 

By  administrative  actions,  various  land  retirements  schemes  have 
been  set  up  to  entice  small  cotton  farmers  out  of  production,  and  the 
present  program  discourages  larger  farmers  from  planting  more  than 
65  percent  of  their  allotted  acres.  This  year  the  10  acre  or  less  farmer 
got  paid  whether  he  produced  a  stalk  of  cotton  or  not.  Great  acreages 
of  cotton  in  the  South's  traditionally  cotton  producing  regions  were 
not  planted  to  cotton. 

Georgia  planted  only  410,000  of  its  833,000  allotted  acres,  Alabama 
only  570,000  acres  of  its  971,000  allotment.  North  Carolina  190,000 
of  430,000,  South  Carolina  345,000  of  638,000,  Tennessee  415,000  of 
566,000,  Arkansas  1,075,000  of  1,331,000.  For  the  whole  cotton  belt 
16^00,000  were  allotted.  Only  11,883,000  were  planted. 

The  same  has  been  true  for  several  years.  So  many  acres  were  idled 
by  special  enticements  to  small  farmers  and  by  the  operation  of  the 
"domestic  allotments"  payment  that  the  Government  removed  all 
mandatory  allotments  cuts  for  the  1969  crop,  and  in  1970  the  acreage 
allotments  actually  have  been  raised  above  the  16  million  minimum. 
The  South's  cotton  economy  has  borne  virtually  the  whole  burden  of 
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bringing  dovm  the  cotton  surplus  and  of  maintaining  tbe  baUnce 
between  production  and  consumption. 

The  impact  upon  the  South'S  total  cotton  economy  has  been  dens- 
tating: 

Mr.  Chairman,  preat  concern  has  been  expressed  in  these  hearings 
at  the  prospect  that  some  day  soon  we  may  experience  an  actul 
shortage  of  cotton.  These  prospects  are  brought  about  by  the  price 
support  running  to  only  65  percent  of  allotted  acre^  known  as  the 
"domestic  allotment"  and  to  the  administrative  gearing  of  the  pro- 
gram to  take  small  famiBrs  almost  completely  out  of  production. 

It  is  obrious  to  all  that  16  million  acres,  the  present  minimnm,  will 
produce  more  than  an  adequate  supply  or  cotton  if  planted  and  hu- 
vested.  To  raise  the  total  allotment  above  16  million,  as  the  Depart 
ment  did  for  1970,  certainly  will  get  more  cotton,  but  this  will  distort 
the  production  pattern  all  over  the  belt  and  further  depress  the  cotton 
economy  of  some  States.  We  need  to  cure  the  situation  by  eliminating 
the  incentives  not  to  produce  in  the  present  program  which  operate 
through  the  domestic  allotment  plan  and  through  the  enticements 
of  small  farmers  out  of  production. 

The  plantings  below  allotment  have  been  especially  severe  in  the 
South.  We  are  the  region  of  many  small  farms.  We  are  also  the  regitm 
^at  Buffered  in  1967,  the  woi-st  cotton  crop  disaster  in  history.  Tlaie- 
fore,  many  of  our  large  farmers  are  inclined  to  plant  only  aroond 
65  percent  of  their  allotted  acres,  the  "domestic  allotment"  part  which 
ha«  price  support  payments. 

We  must  And  a  way  to  handle  the  domestic  payment  so  that  theee 
payments  are  not  an  incentive  to  plant  only  65  percent  of  our  allot- 
ment. Unless  we  do  this,  and  remove  the  enticement  to  get  small  farms 
out  of  production,  many  more  tiiousands  of  our  farm  people  will 
become  refugees  in  the  South  and  many  will  find  th«r  way  to  tiie  cities 
to  burden  relief  rolls. 

On  February  10  of  this  year,  the  USDA  submitted  to  the  Houss 
Agriculture  Committee  their  proposals  or  suggestions  for  new  cottoD 
legislation  for  theirs  and  your  consideration.  However,  these  pro- 
posals or  suggestions  would  not  be  legislation  as  we  in  American 
fanning  understand  legislation  to  be,  but  rather  a  delegation  of  au- 
thority to  the  Secretary  of  Agriculture,  which  if  adoptea  would  allow 
the  Hpcrctury  among  other  things,  at  his  discretion,  to  "modify  the 
loan  price  to  the  point  of  elimination  by  rexlucing  it  to  zero,"  to  "adjust 
the  established  yield  as  he  might  see  fit,"  to  "sell  certain  qualities  of 
cotton  at  prices  lower  than  the  minimum  sales  price,"  and  ^'eliminate 
support  price  payment  by  reducing  them  to  zero." 

IJSDA  officials  want  freedom  for  cotton  farmers.  With  continned 
domestic  allotments,  payment  limitations,  a  "land  set  aside,"  and 
support,  piiynients  not  related  to  parity  cotton  farmers  will  find  it  a 
fivedoin  to  dangle  with  n  financial  noose  around  their  necks. 

(\)tt.(m  must  compete  as  an  industrial  raw  material.  Tliere  is  little 
in<'ivasi>  in  iiiai-kct  olTtake  as  prices  go  down.  When  cotton  prices  go 
up,  syntliotica  can  easily  step  up  their  market  takeover.  And  theee 
takwjvers  so  far  have  not  been  revereible. 

Unlike  cotton,  the  alternative  food,  processing  and  feed  uses  for 
corn,  sorghums,  wheat  an<l  barley  have  an  elastic  relationship  between 
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price  Kod  market  offt^e,  both  down  and  up.  Prospective  selling  pricey 
with  any  reasonable  balance  between  supply  and  demand,  will  provide 
reasonable  profit  margins  above  production  cost  for  the  bulk  of  these 
producers. 

For  these  reasons  program  development  for  cotton  should  be  taken 
oot  of  the  feed  grain  and  wheat  concepts.  It  should  be  dealt  with  in 

terms  of  the  problems  with  wliich  it  is  confronted.  Rice  and  sugar 

The  Chairman.  Before  you  get  through  with  cotton 

Mr.  Lbggbtt  (continuing).  We  will  be  with  cotton  all  the  way 
through. 

Rice  and  sugar  are  obviously  to  be  considered  in  terms  of  those 
particular  complexities. 

_  If  cotton  is  to  survive  in  these  United  States  as  a  oHnpetitor  against 
higher  and  higher  priced  textiles,  as  a  major  earner  of  dollars  abroad 
and  as  a  profitable  enterprise  on  300,000  farms,  then  the  program  will 
have  to  reflect  tlie  industrial  market  structure  of  which  cotton  is  a 
part. 

It  is  obvious  to  all  of  us  in  cotton  that  the  road  the  USDA  is  try- 
ing to  travel  is  certainly  no  good  for  cotton,  especially  Southeastern 
cotton.If  USDA  is  fruitful  in  convincing  Congress  that  its  plan  for 
cotton  is  the  answer,  then  certainly  the  coton  industry  will  have  been 
dealt  the  flnal  and  fatal  blow. 

Mr.  Chainnan,  we  have  broug)it  to  you  recommendations  that  we 
believe  will  help  not  only  our  region  but  the  total  cotton  growing  area 
of  the  United  States,  in  the  words  of  President  Nixon  referring  to 
the  wliole  rural  America,  "once  again,  become  an  area  of  opportunity." 
These  are  our  proposals  for  cotton  to  the  Senate  Agriculture 
Committee : 

1.  Extend  the  present  one-price  cotton  law  on  a  continuing  basis, 
with  revisions  and  refinements,  which  would  remove  inequities  and 
strengthen  the  program. 

2.  Keep  the  16  million  national  acreage  allotment. 

3.  Eliminate  the  voluntary  acreage  diversion  feature  of  the  present 
cotton  law.  When  a  reduction  in  acreage  below  the  16  mililon  total 
ailotjnent  is  needed  to  prevent  new  surplus  accumulation,  let  the  per- 
centage of  the  national  allotment  reduction  apply  to  each  individuiJ 
farm  allotment,  with  no  acreage  diversion  payment  beyond  the  manda- 
tory cut.  In  no  case  shall  loan  plus  payment  be  less  than  63  percent 
of  parity  on  maximum  permitted  acreage. 

4.  Repeal  the  cropland  adjustment  program  outright  and  forthwith 
and  avoid  all  Soil  Bank  approaches  to  agriculture's  problems,  by  what- 
ever name  presented.  Such  programs  decimate  the  farm  popula- 
tion, create  ghost  towns,  and  dump  rural  people  upon  the  relief  rolls 
of  the  cities.  The  cost  of  bloated  welfare  payments  in  the  cities  is  far 
greater  than  any  farm  program  which  enables  people  to  remain  upon 
the  land  and  in  our  rural  towns. 

5.  We  support  the  present  release  and  reapportion  proA-ision  of  the 
1965  act  and  further  we  propose  that  each  cotton  allotment  holder 
must  plant,  lease,  relense  or  lose  liis  allotment.  Maintain  adequate  pro- 
tections for  small  fanners  who  plant,  cultivate,  and  harvest  their  allot- 
ment acres.  Provide  that  unused  allotments  would  return  to  the  county 
committee  for  reassignment  within  the  county  or  State. 
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6.  Provide  for  no  price-support  payments  to  produoers  on  acauft 
not  planted  to  cotton,  Such  payments  would  allow  producers,  in  effert, 
to  sell  allotments  to  the  Goveniraent. 

7.  Liberalize  the  law  as  it  relates  to  transfer  of  cotton  allotments  1^ 

i)urchase  or  lease,  within  a  State,  to  encourage  movement  of  acna^ 
rom  allotment  holders  who  do  not  want  to  produce  cotton  to  thast 
who  do  want  to  produce. 

H.  Writ©  into  the  new  law  provisions  making  certain  the  United 
States  repiins  its  rightful  position  in  the  world  of  export  markets. 
AVe  further  favor  an  extension  of  Public  Law  480, 

9,  Pi-otect  the  American  textile  industry  from  the  great  influx  of 
elieaj)  cotton  and  manmade  fiber  textiles  from  abroad.  As  a  first  step, 
define  yam  as  a  raw  cotton  so  that  the  yarn  comes  within  the  limita- 
tion now  placed  upon  tlie  importation  of  raw  cotton.  (This  was  done 
with  pickerlap.) 

U>.  Write  new  protections  against  havoc  caused  by  natural  disasteis, 
so  that  farmers  who  are  victims  of  such  disa-Siters  may  receive  easier 
credit  and  may  use  yield  records  of  normal  production  years,  when  all 
requii-ements  and  benefits  under  the  cotton  program  are  assigned. 

11.  Klake  available  funds  for  the  Cotton  Board  to  be  used  for  edu- 
cation purposes,  product  market  i-esearch,  development,  and  promo- 
tion, and  also  implement  fully  the  research  program  now  provided  for 
in  the  cotton  law. 

12,  Revise  CCC  regulations  to  allow  the  producer  to  better  use  lou 
pi-ovisions  as  a  marketing  tool.  A  loan  maturity  date  based  on  dtte 
of  loan  entrj-  interest  and  encompassing  two  marketing  seasons  will 
do  much  to  accomplish  these  objectives,  Liet  us  have  our  cotton  in 
the  loan  long  enough  to  try  to  sell  it. 

You  will  note,  Mr.  Chairman,  our  recommendations  eonbrace  no 

Sroposal  with  respect  to  limitations  of  payments  to  iudividu^  pro- 
ucers.  Frankly,  we  are  unable  at  this  time  to  present  any  plan  for 
limitations  that  would  not  cause  wide  distortions  in  the  cotton-pro- 
ducing enterprise  ajid  that  will  not  endanger  the  structure  of  anj 
cotton  pro-am  that  may  be  under  consideration  here. 

Mr.  Cliairman,  we  are  here  to  endorse  the  general  cotton  progrun 
proposal  submitted  by  the  National  Cotton  Council.  We  participated 
in  the  development  or  these  proposals.  With  greater  emphasis,  we  have 
come  here  to  plead  for  fairness  in  the  law  and  its  administration.  We 
support  every  proposal  of  sjiecial  consideration  for  the  small  cotton 
fanner,  but  we  vigorously  oppose  any  sclieme  or  gadget  that  takes  or 
entices  fanners  out  of  production  and  off  the  land, 

Mr.  Chairman,  we  of  Southern  Cotton  Growei-s,  Inc.,  further  stand 
ready  to  cooperate  on  Congressman  Abernethy's  bill  (H.R.  15593) 
or  ttiiy  other  proposal  wliicli  is  producer  originated  or  which  may  re- 
flect a  ground  swell  of  cotton  producer  backing. 

Mr.  ('Jiairiimn  and  iiiciiibers  of  this  conmiittee,  we  have  faith  that 
you  will  not  rush  us  into  something  new  and  untried.  We  are  confi- 
dent yoii  will  keep  the  liest  of  the  pmgram  wo  have,  but  adjust  it  to 
treat  every  (•ott(m  producer  and  every  region  fairly  and  then  proceed 
in  the  direction  of  recapturing  cotton  markets  and  ree^^lishmg  the 
undisputed  supremacy  of  cotton  in  the  fiber  markets  of  the  world. 

Tliimk  you  very  much. 
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The  Chaikuan.  Well,  how  would  you  reduce  production  in  keep- 
ing with  our   requirements  J 

Mr,  Leogett.  Well,  I  believe  we  suggested  over  here  to  reduce 
!ach  allotment  in  accordance  with  the  amount  required  to  bring 
>roduction  in  line  with  demand. 

The  Chairman.  And  what  would  you  do  with  the  land  that  ie 
ut! 

Mr.  Legoett.  Well 

The  Chairman.  That  is  not  planted? 

Mr.  Legoett,  You  have  two  alternatives.  If  it  is  a  mandator; 
eduction,  to  pay  the  man  the  amount  which  he  would  expect  to 
ave  reached  from  an  acre  of  cotton  in  a  diversion  payment,  or  if 
her©  were  other  crops  that  were  not  in  surplus,  it  might  be  devoted 
>  other  uses. 

The  Chairman.  What  you  are  really  asking  for  is  reenactment 
f  the  present  law  ? 

Mr.  Leogeti,  That  is  right,  with  certain  modifications,  going  in 
11  probability  to  actual  yield  instead  of  projected  yield. 

"Mie  Chairman.  As  you  know,  we  have  been  talking  about  the 
lills,  how  to  get  them  to  use  more  cotton.  For  the  first  time  in  our 
istory  only  W  percent — in  all  the  cloth  manufactured  last  year, 
nly  40  percent — strike  that. 

On  all  of  the  goods  manufactured  last  year,  they  contained  only 
0  percent  cotton.  The  rest  was 

Mr.  Legoett.  Synthetic. 

The  Chairman.  Yes.  And  that  is  being  aggravated  more,  not  only 
ere  but  abroad.  That  means  a  constant  reduction  in  the  use  of  cotton. 

Mr.  Lbooett.  We  hope,  Senator,  this  is  going  to  turn.  We  have 
wo  mills — of  course,  I  being  from  North  Carolina,  we  are  right  in 
lie  textile  miU  area — two  mills  at  home.  One  is  a  synthetic  or  olend. 
'he  other  is  100  percent  cotton.  The  100  percent  cotton  mil]  is  operat- 
ig  7  days  a  week,  3  shifts  a  day,  and  the  other  mill  is  operated  4 
ays  a  week.  We  think  this  may  be  a  beginning — some  mills  are  begin- 
injg  to  uptake  the  use  of  cotton. 

TTie  Chairman.  Well,  when  we  put  this  program  on  the  books, 
lat  is,  beginning  with  1961,  I  think  it  was,  we  had  enacted  a  law 
hich  afterward  was  made  mto  the  1965  act,  your  Cotton  Council 
ime  around  and  provided  for  this  one-price  cotton  in  the  hope  that 
lore  cotton  would  be  used.  At  the  time  that  suggestion  was  made 
le  mills  used  about  9,203,000  bales  of  cotton.  T(wfay  with  one  price 
ley  are  using  only  8,100.000. 

Mr.  Lbooett.  We  are  very  well  aware  of  this. 

The  Chairman.  I  know,  out  the  same  thing  is  occurring  abroad.  And 
■  this  trend  continues,  what  is  the  answer  ? 

Mr.  Lbooett.  Well,  I  am  sure  I  do  not  have  any  answer  and  I  wish 
lat  you  did. 

The  Chairman.  Well,  that  is 

Mr.  Legoett.  That  is  what  we  are  really  looking  for. 

The  Chairman.  I  know,  but  what  we  ought  to  have  is  some  answer 
•om  you,  the  producers,  because  you  are  being  a  little  unreali^ic 
Dowing  that  the  mills  are  using  less,  not  only  here  but  abroad,  and 
our  hope  that  it  might  change  is  not  something  that  we  can  write  into 
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Mr.  Shitii.  Senator,  if  I  may  say  something  there.  Some  of  tin 
shippers  support  this  statement  tliere.  One  reason  our  markets  in 
down  is  the  short  crop  we  had  in  1967  which  reduced  the  inventoi;  (A 
spirmable  qualities.  This  is  one  reason  they  givB,  tmd  they  tell  me  tint 
if  our  inventory  got  back  up,  tliat  possibly  this  could  increase  theuat 
of  cotton. 

The  Chairuan.  They  have  always  had  enough  cotton  on  hani 
Always. 

Mr.  SiUTH.  But  in  1967  the  price  of  cotton  got  ezoessively  ia^  m 
lost  a  lot  of  our  market  to  man-mades.  The  shortage  of  cotton  reuly 
was  not  realistic  but  the  trade  thought  it  was. 

The  Chairman.  If  you  want  to  start  a  program 

Mr.  Smith.  In  many  places  it 

The  Chairman.  Is  mat  right,  apparently,  that  ladies  use  cothm 
material  rather  than  synth^ics? 

Mr.  Legoktt.  We  had  a  point  in  here — I  assume  you  caught  it — thit 
this  is  one  of  the  key  things  we  think  has  to  be  done,  Uiat  we  have  to 
sell  the  American  people  on  the  use  of  cotton. 

The  Chairuan.  I  think  it  should  have  been  done  lon^  before  now. 

Mr.  Legoett.  I  think  so,  too. 

The  Chairman.  Any  questions^ 

(Noreaponse.) 

The  Chairman.  Thank  you  very  much,  sir. 

Mr,  Scott  is  our  next  witness. 

STATEHENT  OF  TEBITOK  SCOTT,  AOBICITLTITBAI   COUHCIL  01 
AKKAKSAS,  TILLAH,  ABE. 

Mr.  Scott.  I  have  a  very  short  statement. 

The  Chairman.  You  may  proceed,  sir. 

I  understand  you  are  speaking  in  behalf  of  Mr.  Norcross! 

Mr.  Scott.  Yes,  sir. 

Mr.  Chairman,  and  members  of  the  committee:  My  name  is  VemMHi 
Scott.  I  nm  a  cotton  farmer  from  Tillar,  Ark.,  and  i«i3t  president  ol 
the  Agricultural  Council  of  Arkansas.  Mr.  Robert  Norcposs,  our  presi- 
dent, was  unable  to  attend  and  asked  me  to  act  in  his  behalf. 

The  agricultural  council  has  been  the  recognized  voice  of  Arkansas 
cotton  farmers  for  many  years.  Arkansas  ranks  as  the  fourth  l^iveet 
cotton-producing  State."  harvesting  over  a  million  bales  in  1969.  We 
are  well  acquainted  with  the  serious  problems  cotton  is  now  facing. 

It  is  our  judgment  that  this  Nation  must  determine  whether  or  not 
the  continuation  of  tiio  cotton  industry  is  vital  to  the  national  intereat 
If  the  decision  is  negative,  then  let  us  not  sit  by  and  wat^di  it  dec«n- 
pose  and  disintegrate  because  of  inadequate  support  through  short- 
sighted goals. 

In.itead.  to  use  an  expression  we  sometimes  hear  m  our  part  of  the 
coimtr^',  let  us  just  "fimeralize"  it  and  all  attend  the  wake. 

Gentlemen,  do  not  imagine  there  will  be  only  farmers  in  attendanct. 
Tt  will  look  more  like  the  international  set.  Industry,  transportation, 
banking — every  facet  of  the  business  world  will  be  presenL 

Should  the  verdict  be  in  favor  of  the  cotton  industry,  then  let  ns 
get  on  with  the  endorsement  of  a  program  that  embraces  these  essen- 
tial points: 
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1.  An  adequate  supply  of  cotton  for  domestic  use,  exports,  and 
earryoTer. 

2.  A  reasonable  return  to  the  farmer  for  labor,  management,  and 


3.  A  pricing  systean  t^at  will  allow  cotton  to  be  comp^itive  in 
both  foreign  and  domestic  markets  with  all  fibers. 

4.  A  research  and  development  program  geared  to  lowering  pro- 
dnction  costa  and  capturing  and  holmng  markets. 

6.  A  long-range  program  that  will  give  stability  to  both  the  pro- 
ducer and  consumer. 

Since  there  ia  much  pressure  for  farm  payment  limits  in  the  House, 
we  feel  compelled  to  point  out  that  severe  limits  would  render  the 
aforementioned  goals  unattainable.  For  this  and  many  other  reasons, 
we  oppose  them. 

Like  Congressmen,  cotton  farmers  sometimes  find  it  hard  to  get 
together  but  we  keep  trying.  The  agricultural  council's  repres^itatives 
have  worked  closely  with  other  producer  organizations  through  the 
National  Cotton  Council  to  reach  agreement  on  policy.  We  are  pleased 
to  tell  you  that  we  support  the  program  known  as  the  "producer 
guidelines"  which  will  be  presented  to  you  in  detail  tomorrow  by 
Sir.  Bnice  Lynn,  president  of  the  National  Cotton  Council,  This 
program,  we  feel,  is  so  designed  that  it  will  accomplish  the  five  goals 
for  cotton  which  I  have  mentioned. 

Mr.  Chairman,  we  are  cognizant  of  the  fact  that  through  the 
years  you  and  your  committee  have  approached  with  intelligence  and 
understanding  the  problems  of  agriculture  as  evidenced  by  your  ex- 
cellent Senate  speech  of  January  27.  We  know  that  you  are  aware 
of  tiie  scope  and  seriousness  of  our  present  situation.  We  do  thank 
you  for  listening  and  sincerely  hope  that  through  your  efforts  and 
ours  a  healthy  cotton  economy  will  result. 

The  Chairman.  Well,  I  presume  what  you  are  pleading  for  is  to 
just  renew  the  program,  since  you  offer  no  specific  suggestion? 

Mr.  Scott,  No,  What  I  say,  we  are  endorsing  the  National  Cotton 
Council  guidelines  that  will  be  presented  tomorrow  by  Mr.  Bruce 
Lynn. 

The  Chairman.  All  right.  And  that  will  be  your  program? 

Mr,  Scott.  Yes,  sir. 

The  Chairman.  Anyquestions? 

Senator  Allen  ? 

Senator  Allen.  I  would  like  to  present  to  the  committee,  a  fellow 
AJabamian,  Mr.  Edward  F.  Mauldin,  Route  1,  Leighton,  Ala, 

Mr.  Mauldin,  come  around,  please. 

Mr.  Mauldin  is  a  lifelong  cotton  farmer,  a  partner  in  a  farm  imple- 
nent  dealer^p,  a  cotton  gin,  and  a  farm  supply  business  in  Town 
C;reefc.Ala. 

He  has  been  a  member  of  the  National  Agricultural  Advisory 
Commission,  under  appointment  by  President  Kennedy  in  1961,  and 
>f  the  Commission  under  appointment  by  President  .Tonnson  in  1964, 
ind  also  a  member  of  the  National  Food  and  Fiber  Commission,  and 
for  many  years,  since  the  creation  of  the  Alabama  Legislative  Cotton 
5tudy  Committee,  beginning  in  1957,  he  has  been  a  consultant  to  that 
wmmittee. 
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He  knows  cotton  and  know  the  problems  of  cotton  production  ind 
I  feel  that  he  can  offer  some  valuable  suggestions  to  the  committee. 
The  CiiAiKHAV.  "Well,  I  am  anxious  to  hear  him. 

STATEHEHT  OF  EDWABB  F.  HAULDIX,  UEKIHTOH,  AU. 

Mr.  lL\uiJ)ix.  Thank  you,  ilr.  Chairman. 

It  has  been  my  pri\'ilege  to  have  been  allowed  to  appear  before  your 
(■ommittee  several  times  iii  the  past  but  this  is  the  first  time  to  be  able 
to  d'>  .since  Alabama  has  had  the  good  fortune  to  be  repreeented 
on  tliis  committee  by  agriculture's  good  friend  and  most  able  adro- 
i:ate,  Hon.  James  B.  Allen. 

Alabama  farmers  take  considerable  pride  in  the  fact  that  their 
cliosien  representative  in  the  U.S.  Senate,  nas  by  his  own  choice  elected 
to  sen'B  farmers  everjwliere  as  a  member  of  your  most  important 
committee. 

The  CfiAiRMAx.  AVell.  I  share  the  happiness  becaue  he  is  a  very 
frood  nieml^er  of  this  committee  and  I  hope  he  sticks  with  us. 

Mr.  Mauumn.  Thank  you,  sir,  and  I  appreciate  this  opportanitT 
you  frjve  me  to  publicily  express  appreciation  for  mj-setf  and  aU 
Alabama  farmers  to  Senator  Allen  for  undertaking  this  awesome  task, 
wlii<;h  you  preside  over  along  with  each  member  of  your  committee 
of  niatcing  public  policy  that  will  be  both  fair  and  equitable  to  the 
farmer  and  m  the  total  national  interest. 

Senator  Allen,  as  a  meinl>er  of  the  House  and  tlie  Senate  of  the 
State  of  Alabama,  and  as  Lieutenant  Governor,  you  have  earned  the 
cojifidenrc  and  you  have  the  support  of  our  farmers  and  I  salute 
you  along  with  your  colleagues  on  this  committee  for  accepting  this 
grave  responsibility  at  this  enicial  time  for  agriculture  and  for  cotton 
m  particular. 

With  your  permission,  Mr.  Chairman,  I  would  like  to  address  my- 
self briefly  to  the  cotton  situation,  and  possibly  the  best  approach 
would  be  to  attempt  to  relate  to  the  proposal  which  the  U.S.  Depart- 
ment of  Agriculture  has  made  to  the  Congress  as  articulated  by  Sec- 
retary Ifardin  and  his  deputy,  Sir.  K,  E,  Frick — namely  the  so-called 
st>t-!isido  program. 

I  am  sure  vou  will  recall  thfi  Biblical  prohibitions  of  tlie  ancient 
Hebrews  again.st  certain  acts  of  conduct  by  their  number  *  *  •  "lest 
there  be  an  abomination.'- 

Gentlemen,  with  all  due  respect  to  the  Secretaiy  and  to  his  associ- 
ates— this  set-aside  proposal  would  be  an  abomination,  if  enacted 
into  law  as  proposed. 

By  far  uio  most  heinous  abomination  contained  in  the  Frick  set- 
iisido  cotton  program  is  the  ab^idonment  of  tho  parity  concept  as  i 
biisiH  of  establishing  what  is  a  fair  and  equitable  price  for  tlie  farmer 
to  ifM-eivp  for  his  cotton  that  is  consumed  in  the  domestic  market. 

Unexplained  is  the  injustice  proposed  by  this  administration  to  dis- 
criminately  remove  parity  as  a  measuring  stick  for  equitable  cotton 
programs,  but  the  retention  of  this  concept  for  the  other  major  cwn- 
modities — namely,  wheat,  corn,  and  the  feed  grains.  The  question  nat- 
urally follows  why  the  double  standard? 

By  the  removal  of  parity  as  a  guideline,  the  administration  would 
wijte  out  the  gains  which  our  farmers  have  won  in  orer  150  years 
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of  struggle  for  equity  in  our  Nation's  economy.  To  do  this  to  agri- 
cultuie,  would  be  like  doing  away  with  the  right  to  collective  bar- 
gaining in  the  labor  sector  or  denying  business  the  right  to  administer 
Sices  for  their  products.  Such  a  thing  is  so  unthinloible  that  it  is 
yond  my  comprehension. 

The  second  "abomination"  contained  in  the  Frick  set-aside  pro- 
posal is  the  elimination  of  the  snapback  feature  of  the  present  cotton 
BW3  whereby  failure  of  the  present  procram  would  permit  farmers 
the  security  of  laws  and  programs  in  effect  prior  to  passage  of  the 
Agriculture  Act  of  1965. 

This  snapback  provision  is  absolutely  necessary  for  the  farmer  to 
rely  upon  when  obtaining  his  long-range  financing.  Without  such  a 
provision  no  financial  institution  in  the  land  would  have  any  protection 
u;ainst  the  whims  of  subsequent  administrations,  or  an  unfriendly 
(ingress. 

Agrioulture's  great  and  insurmountable  obstacle  now  is  the  lack 
of  ability  to  reasonably  effect  any  long-range  planning  due  to  the 
temporary  nature  of  national  farm  programs.  Only  uie  snapback 
feature  of  the  present  program  offers  cotton  farmers  any  semblance 
of  long-range  public  policy.  The  snapback  features,  I  respectfully 
submit,  Mr,  Chairman,  must  he  retained  in  all  future  programs  that 
propose  to  promise  equity  to  agriculture. 

Ajiother  "abomination'  in  me  Frick  proposal  would  eliminate  tlie 
hard  fought  gains  contained  in  the  release  and  reapportionment  pro- 
gram. Prior  to  the  enactment  of  this  program,  unjust  regulations  by 
me  Department  of  Agriculture  during  the  1950's  had  caused  Ala- 
bama's share  of  the  total  national  cotton  allotment  to  be  reduced 
from  more  than  7.5  percent  to  less  than  6  percent  of  the  national 
allotment. 

Other  old  Cotton  Belt  States  were  similarly  affected.  The  inequity 
existing  at  that  time  was  so  grosSj  that  Congress  in  its  wisdom  passed 
the  release  and  transfer  law.  While  this  measure  did  not  rectify  past 
inequities,  it  did  stop  the  trend  which  caused  cotton  acreage  to  now 
from  its  historic  patterns  in  the  old  Cotton  Belt  to  new  areas  in  the 
West.  Any  departure  from  this  principle  would  restore  old  inequities 
or  create  new  ones. 

Mr.  Chairman,  gentlemen  of  the  committee,  with  your  continued 
indulgence  I  would  attempt  to  offer  a  look  at  the  economics  of  some 
of  the  ^lecifics  of  this  vague,  but  extremely  treacherous  Frick  set-aside 
cotton  program. 

rORTY-FOOK  PERCENT   REDUCnON   IN   PER   ACHE   COTTON   INOOHB 

According  to  the  schedule  the  Department  has  furnished  to  the 
Congress,  there  would  be  a  44  percent  reduction  in  per  acre  cotton 
income  with  a  12  cents  per  pound  production  payment,  which  is  the 
minimum  they  use  in  their  farms,  and  even  with  a  17  cents  per 
pound  payment  (maximum)  there  would  he  a  36  percent  reduction 
m  average  per  acre  income  from  each  acre  devoted  to  the  cotton  pro- 
gram as  compared  to  1969. 

This  drastic  decrease  in  income  is  coupled  with  an  equally  damag- 
ing bulit-in  increase  in  expense  to  the  fanner  caused  by  the  fact  that 
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for  every  2  acres  actually  planted  to  cotton  an  additional  acre  most 
be  idled  for  cotton  with  no  additional  compensation.  By  the  moat 
conservation  calculations  fliis  rannot  help  but  reduce  net  cotton  faim 
income  by  more  than  $320  million  annually,  with  a  12  cent  payment. 

Since  these  are  the  facts,  no  one  knowledgeable  of  farm  programs 
can  honestly  claim  that  the  set -aside  program  for  cotton  would  main- 
tain farm  income  at  acceptable  levels,  while  insuring  an  adequate 
supply  of  cotton  and  reducing  costs  to  the  Govermnent. 

Careful  study  of  the  proposal  can  only  reveal  the  obvious  fact: 
cotton  farm  income  will  oe  so  drastically  rednced,  and  costs  80  sub- 
stantially increased  (as  compared  to  the  present  program)  that  cot- 
ton production — and  the  cotton  economy  as  a  whole— will  be  relegated 
to  poverty,  bankruptcy  and  ultimately  cotton  will  cease  to  be  a  major 
crop  in  these  United  States. 

Mr.  Chairman,  I  amRure  this  committee  does  not  propose  topremde 
over  the  liquidation  of  this  important  strength  in  our  Natioi's 
agriculture. 

Specifically,  using  the  administration's  most  optimistic  projectitKis, 
cotton  farmei-s  would  have  their  production  payments  cut  by  at  least 
$40  million  and  probably  by  more  than  $270  million. 

Moreover,  farmers  would  be  required  to  devote  an  additional  6.4 
million  acres  to  the  cotton  propram  without  the  hope  of  any  iuoome 
whatsoever  to  compensate  for  Siis  drastic  increase  m  expense  wlucli 
is  certain  to  be  more  than  $200  million  annually.  Even  the  adminis- 
tration's own  calculations  project  12,3  million  acres  planted  with  an 
additional  6.4  million  acres  set-aside  making  a  total  of  18.7  million 
acres  devoted  to  cotton  wliich  they  claim  would  gross  the  farmer  at 
most  $l,<t46  million. 

This  compares  to  a  gross  income  in  1969  of  $1,938  million  <mi  11.8 
million  acres.  All  of  this  moans  that  gross  per  acre  income  would  be 
reduced  from  $162  in  1969  on  11.9  mfllion  acres  to,  at  beet,  $104  per 
aero  on  1S.7  million  acres  in  1971  if  this  program  were  effected. 

Stating  it  another  way,  cotton  farm  income  per  acre  on  land  davotod 
to  cotton  would  be  reduced  38  percent  or  $58  per  acre.  And  this  witii 
the  maximum  pTOposed  i)ayment  of  17  cents  i>6r  pound. 

Should  the  12-cent  payment  be  in  effect  the  reduction  in  gross  per 
acre  income  wonhl  be  44  [tercent  and  the  givass  per  acre  income  would 
drop  to  only  $91  jjer  acre. 

Mr,  Chaimian,  cotton  fanners  now  barelv  sustaining  themselves 
would  l>e  foived  into  insolvency  and  whole-sate  bankruptcy  1^  such  a 
monstrous  program. 

Another  undesirable  feature  of  the  proposed  set-aside  program  is 
that  the  farmers  would  recoivp  substantially  less  money  in  the  market 
place.  Administration  pronosnlH  indicate  a  2-cents-ner-pound  reduc- 
tion in  the  loan  rate  for  19(1.  but  future  years  could  oe  drastically  be- 
low this  because  netihor  the  loan  rate  iior  the  production  payinoit 
would  any  longer  be  tied  to  a  percent4vge  of  parity. 

The  abandonment  of  of  the  parity  concept  in  the  administrstiou's 
cotton  proposal,  from  the  long-range  point  oi  view  is  the  most  insidious 
features  of  the  entire  proj)osru.  And,  while  parity  would  be  junked  for 
cotton  by  this  adininistnition — it  is  retained  as  a  critnion  in  the  pro- 
posals for  establishing  a  fair  return  for  tlie  other  major  commodities 
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iiicludinf  wheat,  com,  and  the  feed  grains.  Why  the  inequitable  double 
standard! 

Thirty-eight  years  ago  America's  farm  families  confronted  poverty 
and  foreclosure  after  12  years  of  Republican  rule.  Rising  from  these 
ashes  like  the  Phoenix  of  old,  farmers  collectively  with  the  help  of 
fair-minded  Members  of  the  Congress,  both  Democrats  aad  Republi- 
cans, developed  a  farm  program  oased  on  the  parity  concept  of  fair 
prices  for  agriculture. 

This  panty  program  unbraced  Government  policies  that  guided  this 
country  out  or  the  great  depression  and  for  the  first  time  in  history 
allowed  agriculture  to  achieve  a  full  parity  position  iu  this  Nation's 


Farmers  then,  for  the  first  time,  had  reason  to  believe  that  finally 
at  long  last  they  were  equal  and  accepted  partners  with  all  Amen- 
cans  in  the  rewards  of  free  enterprise  under  capitalism. 

Alas,  now  comes  this  montrous  proposal  whicli,  ii  enacted — and 
let  us  all  pray  that  it  will  not  be — would  turn  the  clock  back  50  years, 
and  wipe  out  all  the  grains  agriculture  has  made  in  public  policy  in  all 
of  history.  Under  the  boot-heel  of  an  inequitable  proposal  such  as 
this  our  farmers  could  once  again  find  themselves  relegated  to  un- 
promising struggle  and  strain.  Agriculture,  our  basic  industry,  will 
once  more  be  on  the  edge  of  insolvency. 

Mr.  Chairman,  as  you  pointed  out  this  morning,  you  know  better 
than  even  I  that  net  farm  income  has  not  increas^  one  iota  in  more 
than  20  years — currently  struggling  at  best  to  top  $15  billion  annually 
as  compared  to  $16  billion  annually  20  years  ago. 

You  know,  too,  that  average  farm  prices  in  terms  of  parity  are  now 
at  the  lowest  level  since  the  depression  years  of  the  1930's— -but  para- 
doxically our  national  income  has  more  than  doubled  in  this  20-year 
period. 

Possibly  Senator  Allen  has  already  Iiad  the  opportunity  to  acquaint 
you  with  the  fact  that  our  State  of  Alabama  lias  suffered  a  75-percent 
decline  in  acreage  devoted  to  cotton  during  this  20-year  period  when 
the  Nation  has  prospered  so  greatly,  Alahama  has  seen  its  acreage 
dwindle  from  near  2  million  acres  as  late  as  1949  to  slightly  only  one- 
half  million  acres  in  1969. 

The  consequences  have  already  been  disastrous,  but  here  we  see  a 
proposal  that  would  further  reduce  cotton  farm  income  both  total, 
per  acre,  and  net — ^by  such  proportions  as  to  render  the  demise  of 
cotton  as  a  way  of  life  throughout  the  Southland.  Obviously,  our 
farmers  would  be  much  better  off  if  no  new  legislation  were  enacted 
than  would  be  the  case  if  this  proposal  is  enacted  mto  law. 

Certainly,  simply  lowering  the  support  price  will  not  achieve  the 
desired  increase  m  exports  or  domestic  consumption  as  you  pointed 
out  again  this  afternoon,  Mr.  Chairman. 

According  to  the  Department's  own  tables,  U.S.  cotton  enjoyed  65 
percent  of  the  domestic  textile  market  and  15  percent  of  the  foreign 
textile  market  when  farmers  received  36  cents  for  their  cotton  in  me 
marketplace.  Certain  well-meaning  interests  at  that  time  proposed  that 
30-cent  cotton  was  the  only  salvation  to  cotton's  future.  Fanners 
accepted  this  mandate  and  the  price  was  lowered  to  30  cents.  The  re- 
sult :  cotton's  share  of  the  domestic  market  dropped  to  only  55  percent 
and  exports  fell  to  only  8  percent  of  the  foreign  textile  market. 
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Again  came  the  cr>'  for  cheaper  cotton,  and  again  the  farmers  ac- 
quiesced *  *  *  the  market  price  was  cut  to  25  percent  and  what  hap- 
pened? Domestic  consumption  and  exports  were  again  out  propor- 
tionately. Then,  along  came  some  reaUy  soimd  thiuMn^^ — the  theory 
being  that  if  in  the  liSit  of  this  performance  cotton's  price  in  the  mtr- 
ketpTace  were  lowen^  to  only  20  cents,  all  of  its  problems  here  and 
abroad  would  be  solved. 

Alas,  gentlemen,  fanners  once  again  bowed  to  the  wisdom  of  the 
establishment — cotton  prices  were  dropped  to  20  cents  and  cotton's 
share  of  the  domestic  market  dropped  proportionately  to  only  40  per- 
cent while  exports  plunged  to  something  less  than  6  percent  of  the 
foreign  textile  market — an  all-time  low- 
Now  comes  this  great  panacea— the  set-aside  program,  which  would 
bring  about  further  market  price  slashes.  From  t£e  language  of  the 
proposal,  who  can  really  tell  what  price  levels  would  really  be* 

Gentlemen,  if  it  is  true  that  the  light  of  the  past  can  serve  to  guide 
us  in  the  future — then  such  a  program  can  only  mean  the  eventual  de- 
mise and  permanent  death  of  the  cotton  industry  in  these  United 
.States, 

If  history  has  any  meaning  for  us,  then  we  must  a<x%pt  the  lessons 
which  it  has  taught — all  our  great  national  economic  depressions  of 
tlie  past  have  been  preceded  by  and  have  followed  closely  on  the  heels 
of  a  breakdown  in  the  rural  economy. 

Realistically,  we  must  understand  that  in  the  present  (dimate  of  im- 
pending economic  recession  nationally,  a  disastrous  depression  could 
well  be  triggered  by  the  rural  insolvency  which  will  certainly  resalt 
if  agriculture  is  forced  to  accept  public  policies  which  by  their  design 
once  again  will  relegate  our  farmers  to  impoverishment  as  this  ad- 
ministration's proposals  would  certainly  do. 

Althouch  not  wishing  to  be  the  harbinger  of  impending  doom,  I 
would  be  less  than  honest  if  I  did  not  admit  to  you  the  grave  situation 
in  which  agriculture  finds  itself  today.  In  my  humble  judgment,  > 
way  must  be  found  to  restore  some  semblance  of  prosperity  to  agri- 
culture or  our  Nation  will  surelly  face  the  consequences  in  the  form 
of  another  national  depression. 

Cert-ainly,  this  administration's  set-aside  pr<^;rain  for  agriculture 
is  not  the  way.  For  cotton,  there  can  be  a  way  in  the  proposals  offered 
by  the  Southern  Cotton  Growers,  Inc.  whose  officers  have  appeared 
before  you  during  the  course  of  these  hearings. 

The  Louisiana  Farm  Bureau  Mill  and  Exports  Incenti\-6  Burean 
seems  to  me  to  hold  great  promise  as  a  reasonable  program  that  could 
increase  consumption  botli  domestically  and  exports  abroad  at  sub- 
stantial reduced  Government  expenditures, 

I  urge  you  to  give  this  program  the  most  serious  consideration, 
for  the  Southern  Cotton  Growers  is  indeed  the  official  organization  of 
the  bona  fide  cotton  producers  throughout  the  entire  old  cotton  belt. 

In  closing,  I  beg  you,  for  the  sake  of  a  sound  agriculture  and  in  the 
total  national  interest,  please  do  not  allow  all  the  gains  which  agricul- 
ture has  accomplished  during  the  history  of  our  great  Nation  to  be 
wiped  away.  Retain  the  parity  concept  of  fair  prices  for  agriculture  in 
this  and  every  measure  that 'gains  the  approval  and  sanction  of  this 
learned  committee. 
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I  believe  that  I  can  say  without  reservation  that  I  speak  for  all  cot- 
ton farmers  eveirwhere  whose  livelihood  comes  from  the  sale  of  their 
labors  through  their  crops,  when  I  say  to  you  it  is  our  prayer  that  you 
will  always  uphold  the  concept  of  parity  for  agriculture,  in  the  agri- 
culture committee  and  on  the  floor  of  the  Senate  of  the  United  States, 
to  the  end  that  this  policy  of  equity  and  fairness  for  agriculture  will 
always  be  the  law  of  the  land. 

With  grateful  appreciation  for  your  time  and  consideration,  I  sin- 
cerely thank  you  for  this  opportunity  to  make  these  views  known. 

The  Chairman.  Well,  I  am  glad  to  nave  had  you,  Mr.  Mauldin. 

You  were  here  when  Mr.  Eansom  testified  ? 

Mr.  Mauu)in.  Yes,  sir. 

The  Chairman.  Have  you  any  large  corporations  buying  up  land 
in  Alabama  and  leasing  it  out  and  making  money  by  not  planting  the 
cotton,  getting  a  part  of  the  payments  that  were  made  available  on 
estimates  made  of  cotton  production  ? 

Mr.  Mauldin.  Mr.  Chairman,  to  my  knowledge  there  are  a  number 
of  large  paper  concerns  and  timberland  owners  who  are  buying  up  land 
that  is  suitable  for  timber  production  and  some  of  this  timber  acreage 
includes  fields  that  were  devoted  to  cotton  and  has  a  historic  cotton 
allotment. 

On  occasion  these  timber  concerns,  and  I  am  thinking  of  people  like 
Continental  Can  and  people  of  that  magnitude,  will  take  the  acreage 
that  is  allotted  to  the  land  they  buy  and  lease  it  to  other  farmers  who 
wish  to  plant  it  to  cotton  within  the  county,  or  in  some  cases  there  are 
eight  or  nine  counties  in  Alabama  where  cotton  acreages  can  be  leased 
across  county  lines. 

Now,  I  do  not  think  it  is  a  substantia]  factor  in  the  total  allotment 
in  this  State  but  to  that  extent  I  know  it  is  being  done. 

The  Chairman.  Well,  do  you  think  that  is  right? 

Mr.  MArLDiN.  Well,  I  do  not  think  they  are  buying  the  land  for  the 
purpose  of  getting  the  allotment. 

The  Chairman.  I  understand. 

Mr,  Mauldin.  I  think  that  is  incidental.  They  are  buying  it  to  put 
it  in  timber  and  hold  it  for  long  term  capital  gains  and  do  tree  farm- 
ing with  it  and  this  program  is  incidental  to  them. 

The  Chairman.  Well,  it  is  my  belief  that  something  should  be  done 
in  those  cases,  particularly  where  cotton  is  not  planted  as  it  should  be 
by  a  farmer  who  makes  his  living  out  of  it,  and  we  will  have  to 
find  some  way  to  get  around  that  if  we  can.  And  I  thought  maybe  you 
had  some  solutions  ? 

Mr.  Mauldin.  Yes,  sir.  Well,  in  a  sense  it  does  help  the  farmer,  Mr. 
Chairman,  if  he  can  obtain  that  acreage  under  an  equitable  arrange- 
ment from  the  allotment  holder,  whether  it  be  a  large  corporation  or 
another  farmer,  because  due  to  the  present  economics  of  raising  cotton, 
each  year  the  farmer  finds  himself  in  an  endless  cycle  of  attempting  to 
increase  liis  acreage,  increase  his  production,  increase  his  operation  in 
order  to  stay  competitive  and  in  order  to  do  so,  he  has  to  go  out  and 
lease  acreage  wherever  he  can  find  it  whether  it  be  on  the  land  that  is 
adjacent  to  him  or  whether  it  be  on  the  land  in  a  distant  county  and 
brmg  the  allotment  close  to  his  operation  where  he  can  farm  it  under 
Ills  present  situation.  So  to  that  extent  it  helps  the  cotton  farmer. 
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The  Chairman.  Well,  I  can  well  understand  that  but  these  payments 
are  made  and  the  land  is  not  really  planted  to  cotton  as  it  should.  That 
is  what  Mr.  Ransom  snid  this  morning, 

Mr.  Mauldin.  Well.  I  think,  Mr.  Chairman,  I  believe  that  he  was 
thinking  primarily  in  terms  of  a  situation  where  these  small  minimum 
allotments  were  making  payments — were  receiving  payments  becauae 
of  the  minimum  allotment  sViiation  ami  not  actually  planting  them. 

Now,  the  large  holders,  and  I  am  speaking  again  of  the  corporations 
that  you  asked  almut,  their  cotton  acreage  would  Ite  such  that  I  doubt 
that  very  many  of  them  actually  receive  payments  from  the  Govern- 
ment witliout  doing  any  cotton  planting. 

Tlie  Chairman.  Wefl,  tliat  may  be  true  in  Alalmma  but  Mr.  Ransom 
said  he  knew  of  quite  a  few  who  simply  scratched  the  land  and  got 
payment  on  the  basis  of  the  pixidiu'tion  of  x  numl>cr  of  [x>nnds  whpn 
they  did  not— except  they  made  a  semblance  of  planting. 

Mr.  MAfijux.  Well,  as  Mr.  Ransom  pointed  out,  he  was  entirely  cor- 
rect, there  is  a  built-in  incentive  not  to  produce  in  this  program. 

The  Chairman.  That  is  what  T  am  talkmg  about. 

Mr.  Mai-ldin-,  Yes.  sir. 

The  CiiAiR.MAN.  And  it  strikes  me  that  tlie  committee  is  going  to 
have  to  lookat  that  a  little  more  closely. 

Mr.  MAnrj)is.  It  would  be  a  desirable  refinement. 

The  Chairman.  Yes,  Now,  I  know  that  the  people  who  come  Man 
us  tomorrow  and  who  are  going  to  present  the  program  which  you 
favor,  I  do  not  i)elieve  that  lie  will  suggest,  any  drastic  change  in  the 
present  law,  but  I  am  just  wondering  how  can  this  program  continue 
as  it  has  in  the  past  unless  we  can  increase  consumption  of  cotton? 

Now,  as  I  pomted  out  today  on  two  or  three  occasions,  for  the  fin* 
time  the  textile  mills  are  usiiig  more  manmade  fiber  than  cotton.  It 
is  now  60  to  40.  Sixty  percent  man  made  and  40  percent  cotton.  And 
the  tendency  is  to  increase  that  amount  of  man  made.  And  I  say  tJist 
because  it  fia.*;  tieen  the  history  of  manufacturing  textiles  abroad.  I 
pointed  this  out  7  or  8  years  ago 

Mr.  Mauldin.  Yes,  sir, 

TheCnAiRMAX  (continuing).  Where  in  Cermany  ns  well  as  England 
who  used  to  use  a  lot  of  cotton.  I  doubt  that  England  is  using  more 
than  about  2.5  percent  of  cotton  at  the  moment  in  its  textiles,  and  it  is 
mostly  man  made.  We  have  been  unable  to  stop  that  trend  for  some 
reason  and  it  seems  to  have  taken  root  here. 

Mr.  MATTLDrN.  I  agree,  Mr,  Chairman.  That  is  the  reason  I  think 
Mr.  Ransom's  proposal  for  a  mill  incentive  holds  such  a  worthwhile 
opportunity  for  further  investigation,  because  it  is  obvious  that  the 
course  we  are  on  now,  as  you  pointed  out  to  others,  is  a  point — well,  it 
is  really  a  course  of  no  return.  Either  we  are  going  to  lose  our  produc- 
tion payment  which  amounts  to  40  percent  of  producer  income  or 
more,  it  is  coing  to  fall  of  its  own  weight,  or  tlie  continuing  cycle 
of  decreased  consumotiou  is  going  to  kill  the  program. 

The  Chairman.  Well,  T  wish  I  could  say  to  you  that  it  is  posable 
that  we  can  get  sucbii  |)rogr!im  tlimugh,  but  in  my  view  it  will  be  hard, 
difficult,  for  us  to  get  away  from  this  one-price  system  now  that  it  has 
been  in  operation  for  about  fi  or  7  years. 

I  am  certain  that  the  Senators  fmm  the  Northeast  where  vou  have 
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got  a  lot  of  textile  mills  left,  and  other  pa,rt3  of  the  country,  will  desire 
to  keep  this  one-price  system  and  the  installation  of  tlie  two-price  sys- 
tem as  Mr.  Ransom  contemplates,  I  doubt  that  we  can  be  successful  in 
putting  thfit  in,  although  we  will  try, 

Mr.  Mauldin.  Mr,  Ciiairman,  would  it  be  possible  if  you  cannot 
get  away  from  it  to  assign  part  of  the  cost  of  the  pr(^am 

The  Chairman,  To  the  mills? 

Mr. Mauujin  (continuing).  Tothemills? 

The  Chaucman,  That  is  where  the  shoeprint  is.  That  is  why  they  are 
going  to  fight  it.  As  you  may  recall,  I  fought  it  when  it  was  otfered 
nere  and  the  very  thing  I  said  came  to  pass.  I  thought  I  was  shooting 
in  the  dark  at  the  time,  but  I  was  standing  on  sound  reasoning. 

Mr.  MatiiJ>iN,  It  was  actually  prophetic  because  it  happened  just 
exactly. 

The  Chairman.  Just  exactly  as  I  said  it  happened,  and  I  am  at  a 
loss  now  to  be  able  to  tell  you  what  is  goin^  to  happen. 

Now,  it  may  be  possible  that  we  can  maintain  the  program  that  we 
now  have  but  with  a  reduced  minimum  acreage,  and  to  me  that  is  the 
only  hope  that  lies  ahead. 

Mr.  Mauldin.  Well,  a  reduced  minimum  acreage  across  the  board 
certainly  would  be  indicated  in  the  light  of  consumption,  domestic 
and  export. 

The  Chairman.  That  is  what  prompts  me  to  say  that. 

Mr.  Maijij>in.  We  have  to  be  realistic. 

The  Chairman.  Sure,  And  I  could  see  it  5  or  6  years  ago  and  it  is 
now  ]ust  as  plain  as  it  can  be.  We  certainly  cannot  continue  to  expect 
support  where  the  cost  of  this  prograjn  has  gone  up  to  over  a 
biflion  dollars  now  per  year.  Not  long  ago  cotton  was  more  or  less 
self -sustaining, 

Mr.  Mauldin.  Yes, sir.  I  madea  profit  for  20 years. 

The  Chairman.  That  is  right,  but  things  have  changed  and  I  agree 
with  you  thoroi^hly  in  your  opening  statement  there  where  you  said 
that  where  we  stend  now  in  agriculture  is — it  will  take  a  Solomon  or 

Mr.  Mauijjin.  Moses. 

The  Chaibman  (continuing).  A  Moses  to  try  to  deal  out  some  pro- 
gram that  will  be  acceptable  and  one  that  will  reflect  more  income 
to  the  farmer. 

Mr.  Mattldin.  Yes,  sir. 

TTie  Chairman.  And  I  do  not  like  to  say  it  but  cotton  is  the  worst 
off  of  any. 

Mr.  M!auij>in,  Yes,  sir,  it  truly  is. 

The  Chairman.  No  doubt  about  that.  Com  and  other  feed  grains 
as  well  as  wheat,  well,  even  wheat  is  not — is  in  bad  shape  because  the 
consumption  of  wheat  instead  of  increasing  per  capita  is  decreasing. 
A  lot  of  substitutes.  The  only  fortunate  thing  is  that  we  are  getting 
more  people  eveiy  year  and  that  is  a  salutary  thing,  but  in  respect 
to  cotton,  I  do  not  like  to  be  a  pessimist,  but  I  am  sure  looking  for  more 
help  from  the  people  out  in  tne  field,  those  who  produce  it. 

Are  there  any  questions,  Senator? 

Senator  Allen,  I  believe  not.  We  appreciate  your  coming  up,  Mr. 
Mauldin. 
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Mr.  >Iauldis.  Thank  voii,  Mr.  Chairman. 

TheCiiAiBMAN-.  All  rf^t.  Mr.  Garrett* 

Senator  Allex.  Mr.  Walter  Eugene  Garrett  is  a  member  of  tha 
Alabama  Le(rislature,  ilr.  Chairman,  and  thev  have  a  special  aemm 
on  school  lepislation,  and  I  would  like  to  ask  leave  that  he  might  file 
his  written  statement  at  the  conclusion  of  the  hearing. 

The  CiiAiUMAN.  That  will  be  dono.  Pemiission  is  granted  to  do  that. 

Mr.  Eckles. 

STATEHENT  OF  WILLIAM  C.  ECEL^,  OENEBAL  XAHAQEB,  FUSE 
UILE  FRODTTCTS  COOPEBATIVE,  FOH  SU  LAC,  WI& 

Mr.  Eckles.  Mr.  Chairman,  in  the  interests  of  saving  yoa  folb 
time,  I  know  how  long  a  day  you  have  had 

The  CuAirMAX.  You  mean  long  week. 

Mr,  EcKi.ES  (continuing).  Week  is  right.  You  have  got  more  com- 
ing. I  would  file  my  statement  and  ada  a  few  addenda  to  it  if  that 
is  all  right. 

Tlie  Cit.vinMAN.  A'ery  well.  Your  full  statement  will  be  put  ia 
the  rpcord. 

Mr.  Eckles.  Fine.  There  is — in  connection  with  the  proposed  leg- 
islation for  agriculture,  the  matter  of  a  class  I  base  program  that  we 
are  very  much  concerned  with  in  the  northern  area  of  the  tJnited 
States  which  is  the  real  heavy  milk  producing  area,  Wisconsin  and 
Minnesota,  Michigan,  northern  Illinois,  that  is  the  assurance  th»t 
any  class  I  base  legislation  that  is  introduced  and  we  favor  a  type  of 
class  I  l>ase  legislation  have  provisions  in  it  that  permit  new  pro- 
ducers moving  into  Federal  orders  that  might  have  class  I  h$at 
plans  an  early  opportunity  to  share  in  the  high  return  of  the  fluid 
milk  market. 

We  have  worked  for  3  or  4  months,  worked  with  the  House  com- 
mittee on  developing  an  acceptable  amendment  to  the  proposals  thtt 
were  submitted  there  earlier  and  Congressman  Zw&di  of  AGmuaota 
has  spearheaded  the  amendment  that  assures  new  producers  enter 
ing  into  a  Federal  order  market  that  has  a  class  I  base  provision  tint 
that  new  producer  would  be  given  a  full  share  of  the  base  within  M 
davs  after  his  coming  onto  that  market. 

In  other  words,  producers  by  the  thousands  in  Minnesota  and  TOb- 
consin  liave  converted  to  bulk  tank  and  modem  equipment  for  the 
production  of  manufacturing  grade  milk  and  all  of  them  would  like 
today  to  have  the  opportunity  to  share  in  and  be  a  part  of  the  pro- 
duction of  milk  for  nuid  use  in  metropolitan  markets  because  those 
are  the  high -yielding  return  markets. 

Tlie  CiiAiRMAx.  You  mean  outside  of  the  State? 

Mr,  Eckles.  Yes,  wherever  they  might  go. 

Tlie  CiiAiKMAS.  All  over  the  country? 

Mr.  Eckles.  Right.  So  it  would  seem  to  use — we  are  vei^  firm  on 
our  poiiition  in  thinking  that  new  producers  entering  a  marliet  should 
Iiave  an  opportunity  to  have  a  pro  rata  share  or  the  class  I  base 
within  !>0  davs  after  they  enter  that  market  based  on  the  production 
that  tlicy  ha(l  on  their  particular  farm  at  the  time  that  the  program 
was  introduced  into  the  particular  market. 
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The  Chaibman.  Well,  would  that  production  be  made  in  Wiscon- 
n,  let  as  say,  in  Minnesota? 

Mr.  EcKLES.  Wherever  the  farm  was,  yes.  Say  they  are  a  manufac- 
iring  milk  producer  in  Iowa,  Minnesota,  and  they  become  a  producer, 

ly,  on  the  St.  Louis  market. 

The  Chairman.  Chicago,  New  Orleans  ? 

Mr.  EcKLEs.  Yes,  and  they  had  a  class  I  base  plan  that  was  effective, 
ly,  January  1st,  1970,  and  they  do  not  want  it  until,  say,  late  1970,  but 
le  producers  who  were  allocated  bases  on  that  particular  market 
ould  have  a  certain  number  of  pounds  per  day  as  class  I  base  and  this 
roducer  coming  in  would  have  the  same  opportunity  on  the  produc- 
on  that  he  has  on  his  production  unit  at  the  end  of  a  90-day  period. 

The  CiiAiRMAx.  Well,  would  that  be  done — strike  that. 

Are  you  saying  that  this  should  be  done  irrespective  of  what  the 
ical  laws  are  in  respect  to  healtii,  and  so  forth? 

Mr.  EcKLEs.  No.  The  producer  has  to  meet  the  local  laws  for  quality, 
at  this  deals  with  the  marketing  and  the  value  or  return  that  he  has 
.■om  his  milk  market. 

The  Chairman.  Well,  he  would  obtain  that,  I  presume,  in  the  regu- 
ir  course  of  trade  ? 

Mr.  EcKLEfi.  Yes.  Through  a  Federal  milk  order  program.  That  is 
le  only  place  we  are  concerned  about. 

The  Chairman.  YeSj  I  understand. 

Mr.  EcKLEs.  There  is  only  one  class  I  base  plan  used  in  the  United 
tatee  at  present,  in  the  northwestern  area. 

The  Chairman.  You  are  speaking  of— how  many  States  are  in  the 
X  you  are  talking  about  ?  Wisconsin,  Minnesota 

Mr,  ECKLES,  Well,  I  used  the  point  of  the  large  number  of  producers 
lat  there  are  in  Wisconsin  and  Minnesota  compared  with  other  States. 

The  Chairman  (continuing).  Yes. 

Mr.  EcKLEs.  That  those  producers  sliould  be  given  an  opportunity 
hen  they  want  to  move  into  these  fluid  markets  to  have  comparable 
■eatment  after  a  90-day  period  of  3  months  with  those 

The  Chairman.  How  many  States  aside  from  Wisconsin  and  Minne- 
)ta  produce  much  more  milk  than  can  be  consumed  locally  ? 

Mr.  EcKLEs  (continuing) .  Oh,  the  States  of  Missouri 

The  Chairman.  Iowa? 

Mr.  EcKLEfl  (continuing).  Iowa,  some  of  the  Dakotas,  eastern  part 
t  it.  Nebraska  has  more  milk  production  then  they  consume.  That  is 
>rt  of  the  milk  bowl  of  the  country.  Michigan.  Those  supplies  in  many 
reas  of  the  United  States  are  dwindling  off  fast  to  the  manufacturing 
rade  milk  and  there  is  in  the  hopper  now  and  is  expected  to  be  ac- 
tpted  before  too  long  a  minimum  standard  for  manufactured  milk 
lat  would  be  national  in  character,  so  most  of  the  manufacturing 
rade  milk  producers  would  be  upgrading  the  quality  where  it  is  corn- 
arable  to  grade  A  in  roost  markets. 

The  Chairman.  Do  you  think  that  is  necessary  ? 

Mr,  EcKLEs.  Yes,  I  do,  I  think  some  States  liave  been  very  lax  in 
istituting  standards  for  manufacturing  grade  milk. 

The  Chairman,  When  this  program  was  started  way  back  in  1937 
r  1938, 1  envisioned  that  those  who  provided  these  new  installations 
nd  produced  pure  milk  that  could  be  sold  directly  to  the  consumer, 
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that  went  to  the  expense  of  putting  in  equipment  so  as  to  produce  this 
grade  A  milk,  I  thought  that  if  that  law  had  been  followed  frran  its 
inception  that  the  milk  growers,  producers,  would  be  much  better  off 
than  ther  are  now,  particularly  m  States  outside  of  ibis  milk  bowl 
you  speak  of. 

Mr.  EcKi.ES-  Yes,  Well,  there  are 

The  CiiAiRHAN.  This  blend  price 

Mr.  EcKLES  (continuing).  Several  States  that  hare  mannfacturing 
standards  that  are  I  ower  than  these  being  proposed, 

The  Chairman-  (continuing).  Yes.  I  was  in  hopes  that  we  do  deal 
with  States  like  Minnesota,  Wisconsin,  by  upping  the  support  price 
for  milk  used  in  the  production  of  butter  and  cheese. 

Mr.  EcKLEfi.  Well,  I  think  that  we  should  and  I  think  that  it  would 
take  the  pressure  off  of  the  desire  on  the  part  of  producers  to  more  to 
fluid  markets  and  pi-obably  overburden  them.  In  my  opinion  in  just  % 
short  time,  it  is  probably  .3  to  5  years  until  you  move  to  a  point  where 
tlie  milk  production  in  manufacturing  levels  is  comparable  in  qualitr 
to  the  grade  A  that  we  have  now.  That  will  come  about  from  improved 
equipment  and  breeding  and  management  practices  and  re^Ifttiom 
dealing  with  water  supplies  and  equipment  that  are  instituted  bj 
several  States,  but  there  are  a  few  that  do  not  have  them. 

The  Chairman'  This  blend  price  that  grew  out  of  the  program  I 
Ihink  did  a  lot  of  harm  to  the  original  purpose  of  our — of  thebill  in 
that  in  some  milk  sheds  we  found,  for  instance,  that  only  41  percent  of 
the  milk  produced  is  under  conditions  dictated  by  the  law  was  suitable, 
I  mean  was  sold. 

Mr.  EcKLES.  Used  or  utilized. 

The  Chaibhan.  Utilized  directly  for  milk — for  direct  milk 
consumption. 

Mr.  EcKi.Ea.  It  ranges  now  from  40  to  90  percent. 

The  Chairman.  Sure. 

Mr.  EcELES.  Depending  on  what  area  it  is  in. 

The  CiiAiRMAy.  And  in  my  opinion  the  law  was  bypassed. 

Mr.  EcKi.ES.  It  might  have  been  well  to  set  forth  to  each  fanner 
on  each  payday  the  amount  of  dollars  that  he  gete  for  the  class  I  por 
tion  and  tlie  amount  that  he  gets  for  the  excess  or  milk  going  into  the 
manufacturing  uses.  That  would  clarify  it  some. 

Well,  we  will  be  glad  to  supply  suggested  amendments  here  to  S. ■ 

The  Chairman.  I  wish  you  would  do  that  in  connection  with  your 
testimony  and 

Mr,  EcKLEs.  I  just  do  not  have  the  language  with  me  at  the  moment 

The  Chairman.  I  wish  voii  would  do  so. 

Mr.  EcKi-Es.  Iwillbegfadtosendit. 

The  Chairman.  You  will  be  given  time,  a  couple  of  weeks  at  any 
rate,  to  send  the  amendments  to  carry  out  the  proposals  that  you  are 
suggesting. 

(Tlie  information  is  as  follows :) 

Fond  du  Lao,  Wis.,  Febrvary  25, 1910. 
Hon.  Allen  J.  Ellender, 
Chairman,  Committee  on  AgrienHnre.  and  Foretiry,  WaihU»ilon,  D.O. 

Dear  Senator  Elij^ndkr  :  As  wc  diMUSRed  In  my  aiq)earetice  before  tout  Con- 
mlttee  hearing  ypsterdny  (Fpbruary  24,  1970)  we  strongly  feel  that  the  follow- 
ing language  should  be  added  to  Title  I  Dairy:  Claea  I  Base  Plan  of  S.  8068  W 
any  other  Glass  I  Base  Jeglslation  enacted  by  Congress. 
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"Notwttbstanding  any  other  provlelon  of  tUa  Act,  dairy  farmers  not  deliver- 
ing milk  as  producers  under  the  order,  upon  becoming  producers  under  the 
Older,  shall  90  days  later,  pnrenant  to  the  provisions  of  Section  Sc(5)  (D)  of  this 
Act,  be  provided  ■with  respect  to  milk  delivered  under  the  order,  allocations  based 
on  their  past  deliveries  of  milk  during  the  representative  period  from  the  produc- 
tion facilities  from  which  they  were  marketing  mlllc  during  the  representative 
period  of  the  same  basis  as  other  producers  under  tlw  order  on  the  elTectlve  date 
of  order  provisions  authorized  under  this  clause :  Provided,  Tliat  bases  shall  be 
allocated  only  to  a  producer  marketing  mllic  from  the  production  facilltleB  front 
wbXctx  he  marketed  mlik  during  the  repres^itative  period,  except  that  In  no  event 
shall  such  allocation  of  base  exceed  the  amount  of  milk  actually  delivered  under 
arach  order." 

Again,  we  urgently  request  that  the  above  language  be  included  in  any  Class 
I  Base  legislation  re-enacted  by  Congreaa. 

Our  experience  shows  that  this  Is  necessary  to  establish  wltbotit  question  that 
a  dairy  farmer  entering  a  federal  order  regulated  market  with  a  Class  I  Base 
Plan  has  full  access,  within  90  days  to  the  higher  returns  on  an  equal  with  those 
producers  shipping  at  the  time  a  Class  I  Base  Plan  was  put  into  an  order.  With- 
ont  such  language  being  speclBcaliy  set  forth  established  dairy  farmers  would  be 
«coD<Hnically  l>arred  by  low  prices  from  entering  a  Class  I  Base  Plan  market 
Sincerely, 

Pure  Milk  Products  Co-oPERATn'E, 
Wm.  C.  Eckles,  Qeneral  Manager. 

Mr.  EcELES.  Just  so  that  is  understood,  a  producer  who  has  been 
in  the  milk  business  for  years  wanting  to  move  to  the  other  type  of 
outlet  has  the  opportunity  to  get  in  there  without  undue  penalty  and 
opportunity  to  sliare  in  the  higher  return  use. 

The  Chairman.  But  he  would  produce  it  at  the  area  where  he 
now  is. 

Mr.  Eckles.  Oh,  yes.  It  would  be  the  same  farm. 

The  Chairman.  Where  he  has  his  plant  ? 

Mr.  EcKLEB.  Yes.  Kow,  we  are  favorable  to  an  advertising  and  re- 
search provision  in  the  Federal  Milk  Order  programs  if  sucn  legisla- 
tion can  properly  be  incorporated,  but  we  do  want  to  go  on  record  as 
saying  this,  that  we  have  carefully  checked  with  our  some  15,000 
meml^rs  over  tlie  past  year  and  a  half  on  the  matter  of  voting.  I  know 
that  was  quite  an  issue  this  morning.  Our  producers  feel  very  strongly 
that  they  should  have  individual  votes  on  the  matter  of  deductions 
from  the  pooling  proceeds  to  be  used  for  advertising,  research,  and 
promotion.  We  haa  the  occasion  in  the  past  year  in  the  Stat«  of  Wis- 
consin to  vote  on  a  State  order  that  would  have  provided  for  such  to 
be  taken  off  mandatorily  from  producers  and  it  lost. 

The  Chairman,  Well,  instead  of  waiting  for  a  year  or  two  to  get 
everything  smoothed  out  and  then  come  to  Congress  to  enact  legisla- 
tion to  carry  fint  proposals  that  we  discussed  this  morning,  don't  you 
think  it  is  best  to  have  something  in  the  law  now  which  might  be 
workable  ? 

Mr.  Eckles.  Yes.  I  agree  with  that. 

The  Chairman.  And  if  you  have  any  suggestions  to  offer 

Mr.  EcKLF.s.  I  agree  with  you. 

The  Chairman  (continumg).  We  would  certainly  appreciate  them. 

Mr.  Eckles.  I  agree  the  provisions  should  be  there.  The  question  I 
was  raising  here  is  the  opiK>rtimity  for  jiroducers  to  vote  individu^ly 
on  that  matter  and  I  tliink  specifically  that  if  the  vote  do*s  not  carry, 
that  the  orders  sliould  not  be  terminated.  There  is  a  provision  in  the 
act  now  that  says  if  an  amendment  to  the  order  is  not  voted  for  by 
two-thirds  of  the  producers,  the  whole  order  goes  out. 
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The  Chaisman.  I  think  we  can  refine  that  and  that  is  what  I  am 
hopeful  we  can  do  rather  than  wait  until  the  matter  ia  smoothed  ont 
and  then  come  to  Congress,  that  they  all  get  together.  I  think  that  is 
a  loss  of  time. 

Mr.  EcKLE9.  We  strongly  support  an  extension  of  the  School  and 
Children's  Milk  program  and  thmk  a  minimum  of  $125  million  a  year 
sliould  t>o  provided  and  sliould  be  on  a  j^ennanent  basis.  I  think  it 
i9  about  the  most  popular  program  in  a  nutritional  way  that  has  been 
instituted  at  school  levels.  It  is  particularly  significant  tliat  school 
children  in  schools  in  which  milk  programs  are  a\'ailable  and  day  care 
centoi-s,  et  cetera,  can  have  milk  other  than  at  lunchtime.  They  can 
have  it  at  recess  breaks  and  in  the  morning  prior  to  starting  their 
classroom  activity. 

AVe  are  very  sympathetic  to  that  program  being  extended  and  well 
funded  and  believe  that  it  is  probably  one  of  the  most  acceptable  and 
best  nutritional  devices 

The  Chairman-.  1  think  Congress  has  been  very  liberal  in  that, 
fairly  liberal  in  that. 

Mr.  E(-KiJB,  They  have.  Quite  reasonable.  It  does  expire. 

Another  provision  that  we  think  is  im{x>rtant  in  our  legislation  is 
that  producers  have  an  opptrunity  of  direct  access  to  the  courts  in- 
stead of  going  through  the  15-A  procedure,  to  challenge  any  provi- 
sions of  tlie  milk  order  that  they  may  have.  Presently  the  milk  buyers 
who  want  to  challenge  provision  of  a  Federal  Milk  Order  have  an 
opportunity  to  go  to  a  5-A  proceeding,  they  call  it,  whicli  is  an  ad- 
ministrative proceeding  before  the  Departmrait  of  Agriculture,  be- 
fore they  may  move  to  court.  The  present  language  is  ambiguous  with 
respect  to  producers  in  that  Agricultural  Marketing  Agreement  Act 
of  1937,  We  have  had  occasions  ourselves  to  challenge  a  decision  of 
the  Secretary  of  Agriculture  and  were  given  an  opportunity  to  go 
directly  to  tho  district  court  by  the  courts  in  Milwaukee  and  moved 
clear  to  the  Supreme  Court.  Although  we  lost  the  case,  it  did  estab- 
lish a  precedent  of  producers  having  a — and  a  producer  oi^nizo- 
tion  having  a  right  to  challenge  the  legality  or  a  decision  of  the 
Secretary. 

The  Ckairman.  Were  you  able  to  do  that  under  present  law? 

Mr.  EcKLES,  Yes,  we  did. 

The  CiiAiR&iAN.  Why  do  you  want  something  to  change  it  ? 

Mr.  EcKLES.  We  do  not  wont  to  dinnge.  There  is  a  proposal  to  change 
it  in  S.  3068. 

We  are  opposed  to  splitting  off,  as  was  suggested  this  morning,  a 
support  on  liutterfat.  I  do  not  see  how  you  can  establish  values  for 
milk  un<ler  a  support  program  and  disregard  the  most  ^-aluable  am- 
ponent  of  the  product  that  you  are  pricing.  The  skim  milk  powder 
purchase  program  and  the  butterf  at  purchase  program  have  been  work- 
ing in  tandom  to  establish  minimum  prices  under  support  programs,  or 
the  chce.'w  piirchape  program,  and  in  some  instances  some  evaporated 
milk.  We  Iwlieve  that  truly  the  skim  milk  powder  prt^lem  is  more 
serious  than  the  butterf  at  problem  even  though  there  is  declining  con- 
sumption of  butterfat.  It  looks  to  us  like  it  would  have  to  be  kept 
together. 

Now,  if  you  are  talking  just  about  the  farm  separated  cream  pur- 
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chaae  program,  that  is  one  issue.  There  is  a  smaller  and  smaller  quan- 
tity of  it  teine  marketed  off  the  farm  but  farm  separated  cream  makes 
butter  just  like  sweet  cream  out  of  whole  milk  that  is  delivered  to  a 
processing  plant  and  is  separated  out,  makes  butter,  and  it  is  a  com- 
modity on  the  market  in  competion  with  each  other.  So  we  do  not  see 
how  you  can  feasibly  separate  them. 

The  Chairman.  I  am  wondering,  how  could  it  be  administered  if 
yousepaiateil  them? 

Mr.  EcKLEs.  1  do  not  know.  I  think  the  only  way  it  could  be 
administered  would  be  tlie  Government  decides  they  are  going  to  pur- 
chase only  cheese  that  uses  both  the  skim  milk  component  and  butter- 
fat  component  of  milk  or  probably  evaporated  whole  milk,  probably 
those  two  items. 

If  you  put  too  much  of  a  price  on  the  skim  milk  to  try  to  keep  the 
levels  that  are  being  paid  at  present  or  the  price  levels  that  we  think 
should  be  paid  under  the  support  program,  I  think  you  would  have  a 
much  more  serious  problem  disposing  of  the  skim  milk  powder  than 
you  have  at  the  present  time. 

We,  of  course,  are  strongly  in  favor  of  increasing  support  prices  to 
the  full  90  percent  of  parity,  and  incidentally,  I  do  not  know  that  the 
figures  have  been  given  to  you  here  in  the  hearing  yet,  but  90  percent 
of  the  parity  equivalent  on  manufactured  milk  now  would  be  $4.90 
per  hundredweight  as  of  the  first  of  January  and  the  current  support 
price  13  $4.28.  It  has  been  at  that  level  2  years.  The  Secretary  has  the 
responsibility  under  existing  law  to  announce  prior  to  April  the  first 
for  the  coming  crop  year  the  level  at  which  he  will  support  prices,  toid 
that  could  range  anywhere  between  $4.09  and  $4.90  per  nundredweight 
based  on  figures  available  to  date. 

We  thiii  that  with  the  decline  in  milk  production  that  is  occurring 
in  the  United  States  and  continuing  and  the  decline  in  dairy  farm 
numbers  and  the  growth  in  population  that  we  have  occurring  that 
the  Secretary  would  be  fully  ji^ified  in  moving  to  the  90  percent  of 
parity.  He  has  legislation  under  which  he  could  do  that  now  but  I  know 
it  is  of  concern  and  interest  to  all  of  us  in  this  field. 

The  Chairmax.  Well,  milk  producere  are  the  only  ones  that  have 
retained  the  original  formulate,  75  to  90  percent  or  parity.  All  the 
rest  have  lost  it,  except  of  course  tobacco  where  it  is  fixed  at  90,  and 
I  think  milk  is  very  fortunate.  You  have  such  a  fire  lobby  here  that 
you  were  able  to  maintain  it. 

Mr.  EcKUB.  Well,  the  question  is  merely  what  the  Secretary  does 
under  the  existing  legislation.  We  think  there  is  full  justification  for 
moving  to  the  90  percent. 

The  Chairman.  You  would  not  want  to  fix  it  at  that,  would  you  ? 

Mr.  EcKLEs.  No,  not  premanently.  I  do  not  think  it  should  be. 

The  Chairman.  I  do  not  either. 

Mr.  EcKLEs.  On  the  matter  of  payments  for  indemnities  to  pro- 
ducers who  lease  their  production  as  a  result  of  pesticides,  we  have 
had  some  experience  with  that  in  the  State  of  Wisconsin.  In  those 
instances  where  the  farmer  has  no  control  over  it  at  all,  where  it  has 
drifted  as  a  result  of  separating  from  operations  that  are  continued 
from  neighbors'  operations  on  fruit  or  weedkilling  or  whatnot 

The  Chaiuman.  Fruit  orchards. 


)y  Google 


Mr.  Ecst.ES.  It  lia.s  served  a  purpose.  It  has  not  been  an  expea»ve 
program.  We  think  the  reenactment  of  that  is  very  mu(^  in  order. 
Tlie  CiiAiEiiAx.  Does  this  law  apply  to  a  situation  where  the  farmer 
buys  feed  for  tlie  cattle  away  from  liis  farm  and  the  poisoning  is  not 
done  by  tlie  neighbors  i  In  other  words,  if  I  should  buy  hay  or  com  or 
aiiy  feed  for  tlie  cow  tliat  lias  been  produ«'e<l,  let  us  say,  m  MisBcniri 
instead  of  Wisconsin,  does  tlie  law  obtain  fo  that  situation  ? 

Sir.  PicKLEK.  Tile  law  now  says  if  the  contamination  is  not  due  to 
neglifreni-e  on  the  pint  of  the  pmducer  or  his  family,  tliat  he  is  eligible 
for  reimbursement  fur  the  loss  of  milk  production  during  the  period 
his  farm  is  quarantined.  That  can  be  from  various  sources. 

We  had  one  instanw  tliis  summer  where  a  Government  installation 
was  doing  some  spraving  operations. 
The  CHA1H3IAN.  Tliat  is  nearby  ? 
Mr.  Eckij:s.  It  drifted  onto  the  farm. 
The  Chairmax,  That  is  nearby. 

Mr.  Ecb:i.£s,  It  does  not  make  any  difference  what  the  source  of  it 
is  as  long  as  it  was  not  negligence  on  the  part  of  the  farm.  If  he  buys 

feed- 

The  CiiAiRM-VN,  I  see.  Xo  matter  where  he  bought  it. 
Mr.  EcKiJS.  We  had  a  case  3  years  ago  where  a  farmer  bought  a 
bunch  of  sweet  cornstalks  and  stubble  and  made  it  into  feed  that  was 
off  several  miles  fi-om  his  farm  and  it  has  been  sprayed  with  insec- 
ticide, the  sweet  com 

The  Chaihman.  He  did  not.  qualify,  did  he? 
Mr.  EcKLES.  Yes,  he  did  not  know  that. 
The  Chairman.  I  do  not  think  he  should. 

Mr.  Egki.es.  He  did  not  know  it  had  it  in  there  when  he  bought  it. 
The  CiiAiRMAx.  That  is  stretching  it  a  little  too  far.  He  is  trying  to 
get  cheap  feed,  you  see. 

Mr.  EcKLEs.  Well,  it  is  a  standard  practice.  There  is  a  lot  of  heavy 
sweet  com  growth  in  Wisconsin  and  Minnesota  and  t^ey  salvage  the 
green  fodder  for  livestock  feed. 

The  Chairman.  Well,  don't  you  think  he  knew  in  advance  that 

Mr.  EcKLEs.  No;Idonotthinkso. 
The  CirAiRBL\N.  Had  been  sprayed  ? 

Mr.  ErKi,E8. 1  tliink  what  alerted  us  to  it  was  getting  buyers  of  that 
type  of  thing  now  from  others  to  get  a  certification  from  the  buyer  that 
it  does  not  contain  any.  It  was  a  marginal  case. 

And  we  would  support  continuation  of  availability  of  Coimnodi^ 
Credit  supplies  of  milk  and  dairj'  products  to  the  Armed  Forces  and 
the  armed  services,  verj'  strongly. 
The  Chairman.  All  the  present  program  I  suppose  you  are  for! 
Mr.  EcKLES.  Eight.  We  think  they  are  quite  succeesful  and  propose 
that  tliey  be  continued  and  some  improvements  be  made  in  them.  We 
appreciate  your  time. 

The  Chairman.  .VII  right,  sir. 

Mr.  EcKrj^s.  I  am  glad  we  had  the  chance  to  visit  with  yon  about 
this. 

The  Chairman.  Fine.  At  this  point  we  will  place  your  prepared 
statement  in  tlie  record. 

( The  prepared  statement  of  Mr.  Ecklee  is  as  follows :) 
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llnnan  and  Members  of  tlie  Committee,  m;  name  Is  Wm.  C.  Bckles, 
eral  manager  of  Pure  Milk  Products  Cooperative  with  offices  at  500 
Avenue,  Fond  dti  Lac,  WiBConMn.  Pure  Milk  Products  Co-operative 
fanners'  barganing  and  marketiu?  association  with  some  16,000  active 
living  on  Carms  located  througbout  Wisconsin,  Northern  Illinois,  and 
igan  Upper  Penlnaula.  About  one-half  of  our  members  are  producing 
milk,  while  the  other  balf  produces  manufacturing'  grade  milk,  mostly 
bigb  Wisconslu  minimum  quality  HtandardB. 

Ik  produced  b?  our  members  goes  to  more  than  200  dairy  companies, 
d  intakes.  The  greater  part  of  the  Grade  A  output  is  consumed  in  tbe 
derally  regulated  markets  of  Wisconsin,  Illinois,  Indiana,  and  Michigan, 
antlal  quantities  are  also  used  to  supplement  the  needs  of  other  fluid 
lets  throughout  much  of  tbe  Nation. 

Ulk  Products  Co-operative  strongly  supports  the  general  objectives 
i,  to  make  permanent  exiating  agricultural  programs  for  the  protection 
Income  and  the  maintenance  and  Improvement  of  living  standards 
people.  It  is  absolutely  essential  to  both  farm  and  nonfarm  people  to 
that  pert  of  our  population  who  must  be  depended  uptm  to  provide 
requirements  of  our  rapidly  growing  consumer  population.  Farmers 
(Iven  assurance  of  financial  returns  sufBcient  to  keep  adequate  com- 
or  in  agriculture. 

[h  much  attention  has  been  given  to  the  increasing  cost  of  living, 
call  attention  to  the  fact  that  very  little  of  this  increase  has  gone  to 
even  though  their  production  costs  have  increased  equally  with  moat 
expenses.  U9DA,  in  its  "Agricultural  Handbook  No.  373"  published 
1969,  shows  that  tn  1969  consumers  used  only  16.G  per  cent  of  their 
1  personal  income  for  food  eipenditures,  the  lowest  percentage  on  rec- 
2).  The  same  publication  also  shows  the  19&9  retail  food  prices  were 
cent  above  1950  levels  and  wholesale  prices  of  all  foods  were  up  27 
(p.  33).  However,  prices  received  by  farmers  for  food  were  up  only 
at  (pi  33).  Obviously,  farmer  returns  from  food  items  have  not  kept 
1  markeUng  cost.  Most  of  the  increase  in  food  costs  have  been  ia  the 
•mug  It  from  the  farm  to  the  consumer,  and  not  in  higher  returns  to 

ihases  of  our  National  economy  have  been  favored  with  many  Qovem- 
iBurea  to  help  them  maintain  a  favored  or  Improved  economic  level 
rtety.  Included  have  been  minimum  wage  measures,  unemployment  as- 
SubsidizaUon  of  many  activities  such  as  transportation,  informatton, 
^ranting  of  many  Government  contracts  to  numerous  industries. 
also  has  reported  in  Its  February,  1970  "Farm  Income  Situation"  dls- 
ersonal  income  per  capita  to  our  farm  population  from  all  sources  in 
e  S2,37S,  or  only  75  per  cent  of  the  J3,317  from  all  sources  for  our 
inpulaUoit.  Tbe  same  publication  also  reported  that  the  farm  popuia- 
red  another  decline  in  size,  down  about  2  per  cent  in  1969  from  1968. 
[eve  a  permanent  program  to  give  assurance  of  a  better  living  standard 
irs  is  a  must  if  we  are  to  stem  the  exodus  of  population  from  food  and 
luction  and  maintain  a  large  enough  farm  sector  in  our  economy  to 
ire  food  and  nutritional  needs.  It  may  look  as  though  we  presently 
abundance  of  farm  products  to  meet  the  needs  of  our  present  popula- 
we  caimot  expect  to  reverse,  a  trend  at  exactly  the  right  time  to  match 
and  needs.  We  must  keep  our  farm  population,  and  not  reduce  it  with 
tation  or  hope  of  rebuilding  it  promptly  in  time  of  needs.  It  is  definitely 

have  extra  production,  than  to  reduce  supplies  immediately  to  match 
ly  to  result  in  severe  shortages  in  the  years  ahead. 
ese  reasons  we  believe  it  imperative  that  we  have  a  well  balanced, 
it  agricultural  program  to  maintain  an  adequate  output  and  reserve 
essary  foods  and  fibers. 

egard  to  the  dairy  provisions  of  the  Bill  relating  to  Class  I  base  pro- 
le  wish  to  reiterate  our  past  position.  Dairy  farmers  should  be  allowed 
their  output  to  their  fair  share  of  a  particular  market  which  they  wish 
'.  However,  new  producem  coming  into  a-  market  having  a  Cla»»  I 
tram  must  he  given  egual  prote,cAirtn  with  old  producers  in  that  they 
he  given  thier  proporliMuite  thare  of  retuma  from  Class  I  sales 

and  oertainli/  no  later  thnn  9(1  daj/n  after  entry  into  the  market. 
Jin,  Minnesota  and  Michigan  differs  from  many  other  parts  of  the 
I  its  agricultural  adaptability.  While  some  parts  of  the  United  States 
table  to  a  wide  variety  of  agricultural  production,  our  areas'  altema- 
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tlves  are  limited  Itj  climate,  weather,  soil  topography,  and  otber  ccnditloDa.  Ve 
cannot  produce  or  compete  In  the  production  of  auch  commodities  ss  cotton, 
citrus  fruits,  and  numerous  other  "warm  climate"  farm  products,  but  we  are 
the  best  suited  states  In  the  Nation  to  dairy  production.  We  produce  an  abundance 
of  high  quality  forage  and  roughage  and  are  especially  adapted  to  the  feeding 
of  dairy  cattle  and  milk  production.  Our  fanners  are  dairy  specialists,  and  we 
have  a  highly  developed  procurement  and  processing  Indostry.  In  Wisconsin 
aKTiculture  Is  dependent  upon  dairying  for  more  than  half  of  Its  Income,  but 
also  the  esletence  of  many  of  the  Tillages  and  smaller  cities  thronghoDt  our 
State  Is  dependent  upon  the  dairy  industry  both  through  the  sale  of  the  many 
products  necessary  to  the  farm  operations  and  family  Uvellbood  and  through 
the  dairy  procurement,  processing,  and  transportation  industry. 

It  is  Imperative  to  our  members  that  markets  be  kept  open  to  both  Interstate 
and  Intrastate  movement  of  good,  high  quality  milk  and  dairy  products.  We 
have  fostejed  and  supported  the  free  movement  of  approved  Grade  A  mllk 
between  uiarketsi  within  the  State  of  Wisconsin,  and  we  must  be  ever  watclifal 
to  protect  our  right  of  entry  Into  markets  beyond  our  State  lines. 

Unless  there  is  specific  provision  for  giving  new  producers  a  blend  price  equal 
to  the  average  returns  paid  those  producers  receiving  the  initially  allocated 
ba-ses  under  the  program  tx>  be  established  under  this  Bill,  the  so-called  Cass  I 
base  program  could  in  fact  became  a  tool  for  the  escluelon  of  new  prodncers 
from  a  market  to  the  detriment  of  both  consumers  and  those  producers  who 
are  excluded. 

In  conclusion  we  recommend  that  Class  I  base  legislation  ; 

1.  Provide  terms  for  orders  under  which  new  producers  shall  be  assigned 
bases  irepresentlng  an  equal  percentage  of  the  Glasa  I  proceeds  as  that 
represented  in  payments  to  all  of  those  producera  in  the  market  vbo  had 
previously  acquired  bases. 

2.  Provide  that  such  bases  or  allocations  to  Dew  prodncers  entering  an 
order  market  be  made  within  90  days  of  Uieir  entry  into  tiie  market,  and 

3.  Piovlde  that  all  bases  be  wiped  ont  and  reassigned  at  least  Mioe  erery 
four  years. 

With  adequate  protection,  we  wonld  support,  Indndlng  in  milk  order  leglslB' 
[Ion  a  provision  authorizing  funds  for  promotion,  research,  and  advertising  to 
develop,  build,  and  maintain  markets  for  dairy  products.  This  should  be  handled 
in  a  separate  vote  by  producers  that  does  not  Jeopaidlie  tiie  other  proristons 
of  the  Older  if  It  falls  to  carry. 

We  feel  that  this  committee  while  considering  farm  legislation,  shonld  con- 
ilder  Including  provisions  for  extending  the  St^iool  or  Cfaildreu's  Milk  Program 
»  a  permanent  basis.  This  program  has  been  extremely  popular  In  all  ana^ 
>f  our  Country.  We  think  It  contributes  materially  to  the  health  and  nutrUloii 
if  our  children  and  youth.  With  the  emphasis  there  la  on  better  nntrltion,  the 
termanent  extension  of  the  School  Mllk  Program  would  be  In  order.  It  Ims  been 
1  broadly  accepted  program  at  nomlTial  expense  to  taxpayers. 

We  oppose  leglslatlcm  which  would  force  producers  to  go  through  channel* 
of  appeal  to  DSDA  before  being  given  any  right  to  appeal  to  the  courts.  Onr 
experience  with  "IS  A"  appeals  to  USDA  has  been  that  they  involve  needleM 
and  drawn  out  delay.  Frequently,  the  action  being  appealed  has  been  a  contro- 
versial point  In  hearings,  and  has  been  the  subject  of  exceptions  prevlonsU 
rejected  by  USDA.  Appeal  is  to  the  agency  already  thought  by  tbe  aK»ealant  to 
be  fn  the  wrong.  To  force  producers  to  go  through  such  channels  Is  to  delaj 
action  until  the  small  operation  Is  often  bankrupt  and  out  of  bnaluess.  That, 
a  court  decision,  even  if  won  would  then  be  too  late  to  help  the  person  makliif 
the  appeal. 

We  oppose  excluding  butterfat  from  coverage  under  the  support  programs.  We 
do  not  believe  that  mllk  can  be  effectively  supported  by  purchase  of  only  one 
fraction  of  the  product.  We  cannot  support  whole  milk  by  placing  the  entire 
support  value  on  the  nonfat  or  fiklmmed  portion.  This  Is  particularly  true  when 
nonfat  dry  mllk  has  been  In  greater  marketing  difficulty  than  bntterfst. 

I  wish  to  thank  the  members  of  the  committee  for  the  opportunity  of  present- 
ing our  views.  We  certainly  hope  they  will  be  given  consideration  when  draftinf 
new  farm  legislation. 

The  Chairman.  This  being  the  last  witness,  the  committae  will  re- 
cess until  tomorrow  morning  at  10  o'clock. 

(Whereupon,  at  3 :56  p.m.  the  committee  recessed,  to  reconvene  at 
10  a-m.  the  following  morning,  Wednesday,  February  26,  1970.) 
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WEDNESDAT,   rEBBUABY  25,   1970 

U.S.  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washmgton,D.C. 
The  committee  met,  pursuant  to  recess,  at  10:10  a.m.,  in  room  324, 
Old   Senate   Office  Building,  Hon.   Allen  J.   Ellender    (chaiiman) 
presiding. 

Present:  Senators  Ellender,  Holland,  Talmadge,  Jordan  of  Nortii 
Carolina,  Young  of  North  Dakota,  Miller,  Curtis,  Dole,  and  Bellmon, 
The  Chairman.  The  committee  will  please  come  to  order. 
We  will  continue  our  hearing  on  the  farm  problems,  and  today  we 
have  as  a  first  witness  Mr.  BruceLynn. 
Will  you  please  step  forward,  Mr.  Lynn? 

grATF.TVrF.WT  OF  BKTJCE  K.  LYNS,  FEESIDEKT,  KATIONAL  COTTOS 

comrciL,  enxiAH,  la.,  abd  dk.  g.  e.  sayiie,  chaiiuiiait,  ihsus- 

IS7  FBACnCES  ASD  POLICIES  COUUITTEE,  NATIONAL  COTTON 
COUNCIL,  aSEENWOOD,  HISS. 

Mr,  Ltnn.  My  name  is  Bruce  K.  Lynn.  I  am  a  cotton  farmer  of 
Gilliam,  La.,  and  this  year  serve  as  president  of  the  National  Cotton 
Council.  My  appearance  here  today  is  in  behalf  of  that  or^nization, 
which  has  its  headquarters  in  Memphis,  Tenn.  The  council  is  the  cen- 
tral organization  of  the  American  cotton  industry,  representing  cotton 
producers,  ginners,  merchants,  warehousemen,  cooperatives,  cotton 
textile  manufacturers,  and  cottonseed  crushers. 

Others  in  our  delegation  are  Dr.  C.  R.  Sayre,  of  Greenwood,  Miss., 
who  is  chairman  of  our  industry-  practices  and  policies  committee;  Mr. 
C.  L.  Denton,  of  Tyronza,  Ark.,  who  is  chairman  of  our  producer  steer- 
ing committee;  Mr.  Joe  B.  Pate,of  Lubbock,  Tex.,  vice  chairman  of  the 
steering  committee;  Mr.  Jack  Gr.  Stone,  of  Stratford,  Calif.,  secretary 
of  this  committee;  and  Mr.  Wesley  K.  Wannamaker,  of  St,  Matthews, 
S.C.,  committee  member  and  southeastern  regional  producer-director. 
All  members  of  delegation  are  available  to  the  committee  for  comment. 

In  beginning,  I  would  like  to  pinpoint  one  of  the  key  questions  in- 
volved in  shaping  a  Government  cotton  program  for  the  future.  This 
is  the  question  of  whether  the  whole  Nation  nas  a  vital  stake  in  main- 
taining a  strong,  vigorous  cotton  economy. 

In  searching  for  the  answer,  we  cannot  limit  our  concern  to  the 
1,300,000  Amercians  who  live  on  cotton  farms  or  the  5  million  Amer- 
icans who  depend  to  an  important  extent  upon  employment  involved  in 
producing,  marketing,  and  processing  cotton  and  cottonseed.  We  must 
(571) 
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consider  what  is  imiwi-fant  to  all  citizens  in  pvei'y  town,  farm,  and  city 
throHcliout  this  country. 

Tjets  renieinbei"  that  American's  great  textile  iiidustrj-  depends 
vitally  upon  cotton  as  its  leadiiip  mw  material.  Tliis  industry  employs 
nearly  a  million  workers.  Bej'ond  that,  nearly  1.5  million  more  are 
employed  in  the  nmnufaoturc  of  clothing.  Tlie  retail  sales  of  clothing 
alone  now  total  $50  billion  a  year,  not  to  mention  the  textile  home- 
fumishinps  ami  industrial  uses.  Cotton,  the  leading  raw  material  of  all 
this  enterprise,  is  a  basic  and  vital  ingredient  of  the  Nation's  employ- 
ment and  stability. 

('onsnmprs  want  the  comfort  and  reliabilifv  of  cotton  products  in 
many  uses.  Hut  they  also  need  to  keep  cotton  alive  as  a  strong  competi- 
tor in  the  I'.S.  filter  market.  If  cotton  is  destroyed  and  our  textile  econ- 
omy l)ccome-s  dependent  on  a  few  manmade  fiber  companies,  the  whole 
comeptitive  drive  to  serve  the  consumer  with  abundant,  low-cost,  con- 
stantly improving  fiber  jii-oiiiicts  will  surely  suffer. 

In  flic  drive  to  haUl  down  inflation,  we  cannot  afford  to  give  up  the 
comijetitive  influence  of  cotton.  The  price  of  cotton  in  the  first  half  of 
this  season  has  averaged  jnst  about  20^^  cents  a  pound.  This  is  13^4 
cents  lower  than  the  average  price  of  the  1950's.  When  fTOvemment 
pajTnents  are  added,  the  total  is  still  only  4  percent  more  tlian  the 
market  price  alone  15  yaers  ago. 

During  tlie  same  period,  uverage  wholesale  jtrices  went  up  23  per- 
cent and  consumer  prices  by  41  percent. 

And  wliat  alxiut  the  impact  on  the  rest  of  agriculture  if  cotton  is 
dcstroved  ?  Our  I'esources  would  make  a  great  deal  of  trouble  for  bU 
of  agriculture  if  we  were  forced  to  convert  our  rich  land  to  other  crops 
and  enterprises.  Instead  of  competing  with  other  farmers  for  their 
markets,  we  think  our  soimdest.  course  is  to  solve  cotton's  problems  and 
build  cotton's  markets. 

Cotton  is  a  great  international  commodity.  AVe  have  long  been  the 
world's  leading  cotton  producer  and  exporter,  and  this  is  one  source  of 
our  national  strength.  Cotton  is  a  very  important  earner  of  foreign 
exchange. 

If  all  these  things  are  understood,  it  seems  clear  that  our  country 
needs  its  cotton  oconomv.  It  seems  clear  that  our  Government  can  af- 
ford to  act  in  partnership  with  cotton  producers  to  insure  adequate 
supplies  at  stable  and  competitive  prices  and  to  have  forward-lo<Mcing 
programs  of  cost-cutting  and  product  improvement. 

Before  getting  into  onr  cotton  policy  recommendations,  I  want  to 
empliasize  that  they  are  the  result  of  exhaustive  study  and  work  by  tie 
council's  producer  steering  committee,  which  is  elected  by  our  producer 
delegates  and  which  represents  all  14  of  the  major  cotton  States.  Tbe 
committee  started  its  policy  development  job  in  the  fall  of  1968.  Earlier 
this  month,  in  Atlanta,  the  council  s  entire  delegate  l)ody,  representing 
till  cotton  industrj'  segments,  unanimously  supported  the  producer  cwn- 
mittee's  i-ecommendations.  There  are  14  of  them.  They  are  attached  fw 
the  record,  and  |»rovidc  the  basic  framework  for  the  remainder  of  my 
statement. 

Wq  urge  that  cotton  legislation  Ite  placed  on  a  continuing  basis.  Tlie 
tenijwjniry  program  of  recent  years  has  kept  us  under  a  cloud  of  un- 
certainty. It  has  confused  our  customers.  It  has  encouraged  our  com- 
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Setitors.  It  has  discouraged  producers  and  al!  others  in  the  cotton  in- 
astry  and  retarded  the  investments  needed  to  increase  efficiency  and 
reduce  production  and  handling  costs.  We  need  to  eliminate  uncei-tainty 
about  anj-thing  as  fundamental  as  the  cotton  program.  We  urgently 
need  a  continuing  program  which  will  build  confidence  in  cotton  s 
future. 

Under  any  program,  we  have  to  be  competitive  in  price  on  a  one- 
price  basis.  The  requirements  of  price  competition  arc  just  as  severe 
today  with  synthetic  fibers  in  the  domestic  market  as  witli  synthetics 
ind  foreign  cotton  in  the  export  field. 

Being  competitive  in  price  does  not  mean  simply  that  the  price 
sliould  oe  low,  A  reasonably  stable  and  dependable  price  is  fully  as 
important  in  modem  fiber  competition  as  the  level  of  the  price.  Our 
customers  at  home  and  abroad  must  be  made  to  feel  that  tliey  can  count 
upon  getting  all  the  re<iuii-ed  qualities  of  our  cotton  at  prices  that 
will  fluctuate  only  within  a  reasonable  range — let's  say  a  few  cents  a 
pound.  Otherwise  we  put  ourselves  at  a  terrific  disadvantage  against 
the  manmade  fibers,  which  tend  to  be  pretty  stable  in  price. 

Our  experience  in  the  fall  of  1967  affords  a  vivid  illustration  of  how 
not  to  be  competitive.  We  never  ran  out  of  cotton  or  came  close  to  it. 
What  we  really  had  was  just  the  fear  of  a  shortage,  but  that  fear  took 
hold  of  the  market  and  ran  the  prices  up  very  sharply  and  very  briefly. 
Any  good  that  the  farmer  got  out  of  it  was  offset  many  times  over  by 
long-lasting  damage  to  his  markets  both  at  home  and  abroad. 

This  experience  underlines  the  critical  need  for  Government  policies 
aimed  at  assuring  the  adequacy  of  our  cotton  supply  in  the  future. 
This  means  that  a  whole  range  of  problems  should  \m  dealt  with  most 
carefully.  The  production  goal  of  any  year,  as  set  by  the  Federal  Gov- 
ernment, should  be  large  enough  to  assure  an  adequate  supply  even 
in  those  years  when  the  weather  proves  unfavorable  for  the  belt  as  a 
whole.  The  carryover  at  the  end  of  the  season  on  August  first  should 
start  with  a  minimum  base  of  .10  ])ercent  of  the  average  offtake  for 
the  previous  three  seasons  in  order  to  continue  serving  the  market  for 
many  months  until  the  next  crop  is  fully  available.  And  it  should  con- 
tain on  additional  amount  to  cover  quality  imbalances  in  our  cotton 
stocks  and  uncertainties  of  demand  caused  by  poor  growing  weather 
abroad,  the  textile  cycle,  and  changes  in  foreign  cotton  stocks.  We 
simply  must  have  a  supply  of  cotton  sufficient  to  meet  any  eventuality. 

If  the  needed  cotton  is  to  be  produced,  the  grower  must  have  a  rea- 
sonable incentive  to  produce  it.  We  will  come  back  to  this  subject  later. 
But  there  are  other  considerations  as  well. 

The  cotton  grower  needs  more  adequate  crop  insurance.  It  takes  ft 
very  big  cash  investment  just  to  get  a  crop  produced  today.  If  the 
lending  institutions  are  to  go  on  financing  cotton  production,  and  if 
the  farmers  are  to  take  the  risk  involved,  better  and  fuller  safeguards 
against  disaster  in  case  of  a  crop  failure  must  be  provided. 

We  need  firm  guidelines  spelled  out  in  the  law  itself  as  to  the  influ- 
ence which  the  Federal  Government  will  have  upon  the  price  of  cotton. 

We  recommend  that  the  loan  be  set  by  law  at  90  percent  of  a  world 
price  determined  by  actual  market  experience  over  the  preceding  year 
or  years  and  that  the  method  of  computing  such  price  oe  a  matter  of 
public  record  so  everyone  concerned  will  know  in  advance  exactly  how 
it  is  to  be  determined. 
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Ijikewise  tlie  metliod  of  releasing  cotton  out  of  GoTemment  stocks 
slioiild  Ih'  firniiy  ftovorned  by  the  law  itself.  With  a  truly  adequate 
supply  ju'lif'y,  tlioi-e  will  be  some  seasons  wheu  pood  weather  or  a  down- 
turn in  I  he  demand  cycle  will  bring  excessive  stocks.  Such  rtocks 
should  not  Ik^  iillowed  to  dejiress  the  market  because  of  fear  of  what  Uie 
(iovorninciii.  luiglit  do.  Kathcr  the  excess  stocks  should  be  liquidated 
undiM-  rules  dclinod  clearly  l)y  the  Congress  itself,  certainly  at  not  lees 
than  1 10  in-ncnt  of  the  loan  [jrice  phis  carrying  charges. 

Knornioiis  [wogi-ess  has  been  made  over  recent  years  in  improving 
cotton  pro<lnction  odicicncy.  Since  the  end  of  World  War  II  the  labor 
it'ipiiifd  to  i)rodnt-e  a  Imle  of  cotton  has  been  reduced  from  175  man- 
lionrs  to  -lit,  and  yields  have  been  increased  more  than  100  percent.  Hid 
it  not  Ihh'U  for  this  giTat  progress  cotton  production  costs  would  be 
nioiv  than  <louble  the  present  average  cost  of  about  30  cents  per  pound 
and  conipetitioti  would  have  run  us  out  of  business  long  ago.  I^spite 
thos*.^  gams,  manmade  fiber  prodncei-s  and  foreign  cotton  growers  have 
brought  down  tlieir  costs  e\en  more,  until  today  our  cotton  has  to  sell 
far  Ih'Iow  average  production  cost  to  compete  with  them  in  price. 

Obviously,  our  gi-eatest  need  is  to  reduce  our  cotton  production  coats 
stilt  further.  And  we  do  have  a  real  potential  fordoing  so.  We  have  the 
assurance  of  tlie  toji  reseai'ch  |)e<n>le  in  T'SDA,  the  State  experiment 
stations  and  private  industry  that  cotton  production  costs  can  be  re- 
duct'il  by  the  full  amount  of  our  present  cost-price  differential,  if  the 
n-search  attack  that  lias  ali-oady  been  blueprinted  is  promptly  carried 
out.  The  inclusion  of  this  cost-cutting  research  o])eration  and  the  er- 
tension  activity  to  get  ifsults  quickly  into  practice  is  an  absolute  essen- 
tial in  a  successful  (-otton  program— and  tnanlrfuUy  this  is  one  of  the 
least  ox|H'usivo  items  in  the  program. 

.Vnoiher  inipoi-taut  factor  in  i-educing  costs  is  to  permit  the  move- 
ment of  cotton  (>i'odnctioii  into  more  efficient  hands  and  areas.  ITie 
l>resent  law  provides  for  sale  and  lease  of  nllotments  but  imposes  re- 
strictions that  experience  has  sliown  to  be  undesirablp.  We  recommend: 
(A)  Thar  no  limit  be  placed  on  the  acreage  allotment  which  maybe 
transfcri-ed  from  farm  to  farm:  (B)  That  transfers  be  permittea  be- 
tween any  farms  in  a  state:  (C)  That  the  period  during  which  trans- 
fers aiv  i>ermitted  lie  as  long  as  practicable:  and  (D)  That  history 
civdit  on  a  c<itton  fai'in  l»e  denied  a  farmer  who  fails  to  plant-,  lease  or 
release  HO  percent  of  his  domestic  allotment. 

The  pniblem  of  getting  cotton  produced  is  counterbalanced  by  the 
problem  of  buildins  up  the  demand.  On  the  demand  side,  the  over- 
towering  pi-oblem  is  that  of  meeting  synthetic  fiber  competition  it 
home  and  abroiid.  Tlie  syiuhetic  producers  are  organized  to  nse  all 
the  sti-ategic  tools  of  market  jvuetration.  We  must  T»e  realistic  in 
converting  those  veri-  same  tools  to  the  service  of  cotton.  Research  to 
develop  new  and  better  products  is  one  of  rho^e  tools  and  promotian 
to  sell  mi>iv  cotton  products  is  another.  Cotton  producere  themselvee, 
ihmuirh  the  CPI.  are  now  financing  a  big  part  of  this  kind  of  maitet 
develonnient  work  for  cotton. 

Tint  uiuch  more  is  neetled  to  meet  synthetic  competition.  The  coun- 
cil supjvins  the  producer  effort  to  obtain  adequate  funds  !(«•  cottMi 
market  develoi>ment — inchiding  the  use  of  govemmentownetl  cotton 
to  encourage  commercial  application  of  ivseairli  findings  and  other 
product  development  work. 
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Market  development  is  very  much  involved  in  improving  our  ex- 
ports, which  last  year  were  down  to  no  more  han  half  of  what  we  could 
possibly  consider  normal.  We  must  maintain  a  competitive  pi-ice  in  the 
export  field,  and  we  must  stress  research  and  promotion  to  meet  the 
synthetic  threat  in  foreign  markets  as  well  as  domestia  Except  for  the 
very  recent  foreign  cotton  production  increases  caused  by  the  price 
gyrations  of  1967-1968,  our  main  losses  in  the  export  market  in  the 
last  five  or  six  years  were  to  synthetic  fibers  ratlier  than  foreign  cot- 
ton. This  points  toward  a  special  need  in  foreign  consuming  coun- 
tries for  more  empliasis  on  market  development  work  of  the  kind  our 
manmade  fiber  competitors  have  used  against  us  so  efi'ectively. 

Ironically  we  have  encountered  serious  losses  through  imports  as 
well  as  exports.  The  imports  which  concern  us  are  in  the  form  of  manu- 
factured products.  Virtually  all  tlie  upland  cotton  used  by  our  do- 
mestic mills  is  grown  by  American  producers,  but  the  preponderance  of 
the  imported  cotton  textiles  are  made  from  cotton  wliich  is  grown  in 
other  countries. 

In  1969  our  imports  of  cotton  in  manufactured  form  were  up  to 
more  than  a  million  bales.  This  occurred  right  in  the  face  of  a  decline  in 
domestic  mill  consumption.  Our  Government  urgently  needs  to  pro- 
vide effective  and  reasonable  restraints  on  cotton  textile  imports,  as 
well  as  those  made  of  wool  and  manmade  fibers. 

All  the  problems  which  I  have  reviewed  here  are  important,  but 
underneath  all  of  them  is  tlie  fundamental  question  of  whether  cotton 
producers  are  going  to  have  tlie  return  whicn  permits  them  to  stay  in 
production.  For  tlie  immediate  future,  until  costs  can  be  lowered  by 
means  of  technology  and  the  economies  which  come  with  an  expanded 
market,  a  very  substantial  cost  adjustment  will  be  necessary  to  make 
up  the  difference  between  what  cotton  has  to  sell  for  to  comjiefe  in  the 
market  and  what  farmers  must  have  to  produce  it.  The  very  fii-st  re- 
quirement of  a  cotton  program  is  that  it  provides  such  a  cost  judg- 
ment. It  must  be  sufficient  in  amount  and  paid  on  a  suflicient  number 
of  bales  so  that,  in  combination  with  other  program  provisions,  it 
will  result  in  the  production  needed  for  domestic  and  export  require- 
ments and  a  carryover  adequate  for  future  market  expansion. 

If  needed  production  is  to  be  obtained,  there  must  be  no  limitation 
on  the  cost  adjustment  payments.  They  must  be  recognized  for  what 
thev  are  and  in  no  sense  confused  with  payments  that  may  be  made 
additionally  to  supplement  the  producer's  net  income.  These  cost  ad- 
justment payments  would  be  made  solely  for  the  purpose  and  only 
m  an  amount  necessary  to  make  up  a  deficit  in  production  costs  which 
is  required  to  reach  the  national  cotton  production  goal.  If  it  is  in 
the  national  interest  (1)  that  this  country  nave  a  cotton  industry,  (2) 
that  it  produce  the  cotton  needed  to  supply  its  markets,  (3)  that  it 
make  a  cost-  adjustment  payment  to  get  that  cotton  produced,  tlien  cer- 
tainly there  can  be  no  justification  for  the  Government  imposing  a 
limitation  on  that  payment  that  would  nullify  its  own  policy  and  its 
own  efforts  to  get  adequate  production. 

Net  income  from  cotton  production  is  low  even  from  the  present 
program.  Certainly  the  Government's  cotton  program  should  go  as 
far  as  possible  in  improving  producer's  net  income  with  supplemental 
payments,  after  it  has  met  the  first  requirement  of  achieving  its  pro- 
duction goals. 


)y  Google 


576 

The  cotton  industry  is  opposed  to  limitations  because  of  size  on  any 
type  of  Government  program,  but  it  does  recognize  that  some  form  of 
limitation  might  he  imposed  on  payments  to  supplement  producer's 
net  income  without  destroying  the  cotton  program  or  the  U.S.  cotton 
industry,  whereas  any  limitation  on  production  cost  adjustments  would 
be  fatal  to  both. 

In  conveying  these  recommendations  to  this  committee,  I  want  to 
emphasize  that  the  cotton  industry  is  firmly  committed  to  but  one 
principle — and  that  is  to  work  for  a  proffram  which  will  permit  cotton 
to  survive  and  go  forward.  In  saying  this,  we  fully  understand  that 
there  often  is  more  tlian  one  way  to  achieve  a  basic  objective.  It  is  in 
this  context  bhat  I  review  our  resen-ations  about  some  of  the  ctAion 
proposals  which  have  been  advanced  by  the  Department  of  Agricul- 
ture. These  reservations  do  not  imply  any  lack  of  appreciation  of  the 
Department's  objectives.  We  feel  that  their  objectives  for  cotton  are 
identical  to  our  own,  and  to  those  of  the  Congress. 

Our  re«er\-ations  center  primarily  on  one  thing,  and  that  is  tie  un- 
certainty as  to  how  the  Department's  cotton  proposals  would  woA 
out  in  actual  practice.  There  are  so  many  broad  discretionary  au- 
thorities in  the  Department's  proposal  that  we  can't  know  how  the 
program  would  operate  from  one  year  to  the  next.  We  simply  cannot 
afford  a  continuation  of  the  uncertainty  which  has  plagued  us  in 
recent  years.  If  we  are  to  make  the  forward  plans  and  heavy  invest- 
ments required  for  improved  efficiency,  better  quality,  and  market 
development,  we  must  be  able  to  proceed  with  assurance  of  how  the 
program  will  operate.  If  our  present  and  prospective  customers  an 
to  make  plans  on  the  basis  of  using  cotton,  they  must  have  assursDce 
of  reasonable  price  stability  and  fully  adequate  supplies. 

Consider  the  all-important  question  of  how  adequate  productitn 
can  be  assured.  The  Department  would  basically  rely  on  a  true  do- 
mestic allotment  as  the  paying  base,  with  open-end  plantings  beyond 
that.  No  one  can  know  whether  this  would  get  the  production  that  is 
needed.  Most  of  our  people  do  not  believe  that  it  would. 

In  1969,  growers  were  free  to  plant  beyond  their  paying  domestic 
allotment  up  to  their  full  allotment,  but  about  3.4  million  acres  were 
left  unplanted.  The  Department  originally  estimated  a  12  to  13 
million  bale  crop  under  the  1969  program.  But  discouragements  to 
production  built  into  the  program,  plus  adverse  weather,  reduced  the 
crop  to  10  million  bales. 

With  this  experience  still  fresh  in  our  mind,  we  feel  that  the  new 
law  should  spell  out  how  adequate  production  will  be  achieved — not 
only  with  respect  to  acreage  allotments,  but  also  the  other  factors 
having  an  important  influence  on  production. 

TTnder  the  Department's  proposal,  the  loan  could  be  set  at  any 
level  up  to  90  percent  of  the  estimated  world  price.  The  Department 
has  already  stated  that  it  favored  lowering  the  loan  by  2  cents  at  the 
start-  of  the  new  program. 

Tlie  payment  rate  on  the  domestic  allotment  could  be  set  at  any 
level  between  zero  and  SO  i>er<-ent  of  the  estimated  world  price.  Such 
payment  would  not  be  related  to  actual  production. 

The  proposal  would  provide  for  payment  limitations.  The  adverse 
effect  of  such  limitations  on  production  has  already  been  discussed. 
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The  Department  further  proposes  that  Congress  would  have  to 
make  an  appropriation  each  year  for  jjayment  purposes.  This  cer- 
tainly does  not  meet  the  test  of  establishing  a  continuing  cotton  pro- 
gram. It  would  leave  us  wide  open  to  great  changes  from  one  season 
to  the  next.  It  would  compound  the  uncertainty  that  already  exists. 

Another  big  unknown  is  where  the  set-aside  might  be  established 
from  one  season  to  another.  The  Secretary  would  have  authority  to  set 
it  at  zero  to  100  percent  of  the  domestic  allotment.  While  the  council 
has  no  specific  position  on  the  set-aside,  I  do  want  to  point  out  that 
it  is  of  great  concern  to  cotton  producers — especially  those  whose  cot- 
ton acres  re]iresent  a  high  percentage  of  their  total  cropland. 

Many  producers  also  are  concerned  over  the  Department's  proposal 
to  eliminate  leasing  of  allotments.  Leasing  is  important  in  most  areas 
of  the  Cotton  Belt  and  its  termination  would  not  only  cause  hardship  to 
many  individuals,  but  could  have  a  serious  adverse  effect  on  cotton  pro- 
duction generally. 

Still  another  concern  is  over  the  proposal  for  the  Secretary  to  have 
authority  to  sell  "certain  qualities"  of  Grovemment-owned  cotton  at 
less  than  110  percent  of  the  loan.  We  feel  that  the  release  price  level 
^ould  be  clearly  defined  by  legislation. 

These  are  some  of  our  reservations  about  the  Department's  cotton 
proposals.  There  are  some  honest  differences  of  opinion  and  judgnient 
between  the  industry  and  the  Department.  But  we  hope  and  believe 
that  these  differences  can  be  worked  out,  because  all  of  us  share  and 
support  the  same  objectives  for  cotton  and  for  agriculture. 

Etefore  concluding,  let  me  comment  briefly  on  the  cotton  situation 
generally.  Today,  TXS.  cotton  faces  the  gravest  crisis  of  its  entire  his- 
tory. Two  short  crops  in  1966  and  1967,  in  combination  with  a  Grov- 
emment  program  that  did  not  allow  for  that  contingency,  have  given 
us  the  sharpest  market  losses  that  we  have  ever  su3:ained  in  a  com- 
parable period.  Our  imports  are  up  and  our  exports  are  down.  Our  costs 
are  up  and  our  selling  prices  are  down. 

And  for  the  future,  cotton — an  agricultural  industry  including 
300,000  producers  spread  over  19  States — faces  an  ever-increasing  com- 
petition here  and  abroad  from  two  of  the  world's  most  formidable  in- 
dustries, chemicals  and  petroleum,  the  producers  of  manmade  fibers. 
Against  such  odds,  the  obvious  question  is :  Can  cotton  make  it? 

I  can  assure  you  that  this  is  a  question  most  of  us  in  the  cotton  in- 
dustry are  looking  at  long  and  hard.  At  the  moment,  it  is  our  consid- 
ered judgment  that  we  have  a  fighting  chance  to  make  it.  We  can  make 
it  if  we :  ( 1 )  Mount  a  research  attack  adequate  to  achieve  the  reduction 
in  production  costs  that  we  know  are  obtainable;  (2)  build  market 
development  programs  for  cotton  products  here  and  abroad  adequate 
to  meet  synthetic  competition;  and  (3)  get  the  help  needed  from  our 
Government  in  accomplishing  these  first  two  essentials  and  in  sus- 
taining our  production  during  the  time  period  required  to  modernize 
and  strengthen  both  our  production  and  marketing  systems  to  meet 
the  new  industrial  competition  cotton  now  faces. 

This  is  a  job  that  can  be  done  by  the  cotton  industry  and  the  Gov- 
ernment working  together.  Furthermore,  as  the  research  program 
brings  reductions  in  cotton  production  costs,  the  Government's  expense 
will  be  reduced  proportionately  until  cotton  is  able  to  meet  its  price 
competition  without  Government  assistance. 
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The  cotton  industry  is  ready  to  pledge  its  best  efforts  to  this  job.  We 
believe  the  preservation  of  the  U.S.  cotton  industry  is  sufficiently  in  the 
national  interest  for  the  Government  to  do  the  same. 

Thank  you. 

The  Chairman.  All  right,  Mr.  Lynn.  This  committee,  I  Ijelieve, 
acceded  to  the  suggestion  made  by  the  council  back  in  19fi5  by  setting 
up  a  onc-prioo  system,  and  the  supposition  was  that  cotton  used  for 
domestic  purposes  would  be  inrreafied  from  8.8 — I  mean  frtMn  9.2 
to  amund  10  million  bales.  I  am  sure  you  remember  that. 

Mr,  Lyxx.  Yes,  but  iiisteiid  the  use  of  cotton  today  has  gone  down 
to  8,1  million  bales  and  mills  are  now  using  about  40  percent  cotton 
and  about  60  jjercent  manmade  fiber. 

The  Chairman.  Now,  that  was  on  the  program  that  you  and  the 
Cotton  Council  advocated,  and  I  want  to  be  frank  in  saying  that  1 
don't  see  anything  changed  in  your  statenient  here  by  way  of  change. 

And  I  just  am  wonderinjr  if  under  your  suggestifm  that  we  can 
change  the  law  in  oi-der  to  make  cotton  sun'ive, 

Mr.  Lynn.  Well,  at  the  time  that  the  change  was  made  to  one-price 
cotton,  one  of  our  big  competitors  was  foreign  cotton  and  textile 
imports,  Xow  our  big  competition  is  synthetic  fibers,  botli  here  and 
aboard. 

The  Chairmax.  I  know,  that  was  the  competition  at  the  time,  and 
this  was  one  reason  you  gave  to  make  this  one-price  system.  Your 
proposal  was  to  let  the  cotton  mills  of  the  country  buy  cotton  at  that 
world  price,  and  that  would  increase  the  consumption  of  cotton  by  the 
local  mills. 

That  was  to  increase  it  by  at  losist  a  million  bales,  1,100,000  baleSi 
I  remember.  But  instead  this  has  gone  down,  instead  of  the  progiam 
costing  anywhere  from  3.5  to  500,000,  the  cost  today  is  a  billion  dollar; 
or  more. 

How  can  you  justify  and  extend  the  program  along  the  lines  you 
are  sujrgestinp? 

Mr.  Ltxv.  May  I  ask  Dr.  Sayre  to  respond  to  that  question! 

Mr,  Satre.  Mr.  Chairman,  my  name  is  C.  R.  Sayre. 

The  Chairmax.  That  is  the  only  question  I  am  goinp  to  ask. 

Mr,  Satrk.  To  be  price  competitive,  a  single  price  is  es.sential.  Im- 
ports of  textiles  have  built  up  to  where  they  are  now  roughly  15  per- 
cent of  our  total  t'.S.  consumption  of  fibers  and  they  are  continuing 
to  climb, 

Xew  product  development  is  one  of  the  big  factors  in  the  synthetic 
industry.  These  are  very  strong  firms,  they  are  towers  of  strength  in 
the  chemical  and  petroleum  industry. 

Tlieir  new  pi-oduct  development  has  now  gone  so  far  that  they  are 
competitive  with  us  even  under  a  single  2>rice  sjstem,  both  in  this 
countri-  and  around  the  world.  But  their  t-aking  over  our  historic 
markets  have  not  been  done  with  price  alone.  It  has  been  with  the  new 
dimensions  nf  the  fil>ers  produced.  It  has  been  with  the  use  of  tech- 
nical talent  to  the  textile  manufacturing  concerns  to  take  over  our 
markets.  It  lias  l)een  through  price  concessions  during  the  trial  period, 
and  it  has  lieen  with  heavy  subsidies  by  them  on  the  promotion  of 
products  made  with  their  fibers, 

Xow,  in  dealing  with  this  competition,  we  feel  that  we  must  con- 
tinue to  be  price  competitive  on  a  single  price  basis,  but  we  must  be 
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able  to  use  with  cotton  the  same  tools  that  our  competition  has  used 
so  successfully  against  us.  If  we  were  to  get  away  from  a  single  price, 
in  my  own  view  we  would  probably  drop  from  the  current  40  percent, 
Mr.  Chairman,  that  you  mentioned  as  our  share  now  of  the  textile 
market,  to  something  like  25  percent  of  the  U.S.  domestic  consump- 
tion of  fibers.  And  at  the  same  time,  gentlemen,  I  must  point  out  to 
you  that  in  the  last  12  years,  per  capita  consumption  of  all  textiles 
in  this  country  has  gone  up  from  35  pounds  per  person  to  over  50 
pounds  per  person.  What  we  have  is  an  increasing  total  textile  mar- 
ket, but  we  are  not  etfectively  putting  cotton  mto  those  markets 
because  we  are  not  doing  enough  product  development  and  furnishing 
technical  services  to  textile  mills. 

But  eliminate  single  price  and  I  think  we  will  go  to  25  percent. 

The  Chairman.  I  am  not  suggesting  that,  I  am  simply  saying  you 
had  a  program  in  1965,  you  said  it  would  work.  Now  you  are  not 
offering  anything  new. 

Mr.  Sayre.  Yes,  Mr.  Chairman,  we  intend  to  have,  hopefully,  the 
continued  partnership  with  the  Government,  particularly  in  the  area 
of  market  development.  The  markets  are  here,  but  price  competition 
alone  won't  keep  our  share  of  this  expanding  market. 

The  Chairman.  The  Government  is  doing  research  and  you  want 
them  now  to  help  you  sell  your  goods? 

Mr.  Sayre.  I  tnink  there  is  ample  evidence  that  this  Government, 
this  committee,  this  Congres  has  recognized  tlie  need  for  vigorous 
agricultural  programing.  That  would  be  both  in  research  and  in  mar- 
keting aspects.  To  me.  with  its  investment,  the  Commodity  Credit 
Corporation  through  its  charter  powers,  does  have  authority  for  the 
development  and  participation  in  product  development  and  promo- 
tion. 

The  Chairman.  To  what  extent  would  it  increase  the  cost? 

Mr.  Sayre.  We  suggest  that  100,000  bales  of  CCC-owned  cotton 
be  made  available  for  new  products.  This  would  be  about  $10  million 
in  value.  This  goes  back  to  the  Commission  for  Industrial  Uses,  which 
you  know  I  served  upon  and  you  helped  with. 

Additionally,  though,  we  are  expending,  as  you  know,  $1  a  bale 
from  each  farmer  on  market  promotion,  market  product  development 
and  research. 

We  think  that  this  amount  has  to  be  tripled  one  way  or  another. 

The  Chairman,  For  the  farmers  who  respond,  you  think  they 
would  want  $3  a  bale  collected  from  their  meager  receipts  now? 

Mr.  Sayre.  No,  sir,  I  don't  believe  at  this  juncture.  In  your  State 
and  in  mine,  farm  income  is  particularly  tight,  particularly  cotton 
fanners. 

On  the  other  hand,  having  CCC  to  participate  on  a  2-to-l  ratio 
would  be  a  sound  investment  on  the  part  of  the  Government. 

The  Chairman.  Now,  Mr.  Lynn,  on  the  matter  of  price  limitation, 
that  it  is  not  feasible,  have  you  studied  the  matter  to  find  out  whether 
or  not  we  can  put  a  price  limitation  on  payments? 

It  strikes  me  with  the  situation  on  the  outside  that  there  would  be 
very  little  chance  to  pa.**  a  farm  bill  until  we  impose  some  kind  of 
payment  limitation. 

Mr.  Lynn.  Senator,  the  way  we  look  at  it,  paying  farmers  a  cost-of- 
production  adjustment  on  the  ditFerence  in  the  20-cent  market  price 
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and  the  avera^  cost  of  about  30  cents  can  be  justified  without  limita- 
tion. Then  an  income  supplement  could  be  paid  on  top  of  that.  Then 
if  considered  necessary,  this  income  supplement  could  be  limited.  But 
the  cost  of  pro<luction  pHyment  would  not  be  limited  since  this  is  what  it 
takes  to  pnxliice  a  commodity  that  is  essential  to  the  nat.ional  economy. 
We  feel  that  there  would  be  likely  that  a  liuiitadon  would  be  imposed 
on  the  cost  adjustment  payment.  This  is  our  analysis  of  the  situation. 

The  CiiAmMAN.  Yesterday  we  received  some  te^imony  which  in  my 
opinion  is  a  little  damaging,  about  a  large  corporation  buying  a  I(rt 
ot  land  and  listing  the  land  and  getting  paymeul^  in  some  way  without 
goin^  out,  without  making  sin  all-out  effort  to  plant  it.  That  is,  to  col- 
lect it  from  the  Government  without  making  an  effort  to  plant  it. 

Are  you  familiar  with  that  situation  ? 

Mr.  Lynn.  Jfo,  sir. 

The  Chairman.  I  wish  you  would  look  at  it  and  let  us  know  whether 
or  not  the  people  who  gave  it  to  us  are  giving  us  all  the  facts.  We  will 
make  available  to  you  the  testimony  received  yesterday. 

Are  there  any  questions  ? 

Senator  Holland.  Yes.  On  the  top  of  page  8  of  your  statement,  Mr. 
Lynn,  I  noticed  that  you  do  appai-ently  favor  or  think  that  the  indus- 
try, the  cotton  industry,  can  accept  some  sort  of  limitation. 

I  want  to  go  into  that.  You  say — meaning  the  cotton  industry : 

It  recognized  that  some  form  of  limitation  mlgbt  be  Imposed  on  payments  to 
sapplement  producers'  net  Income  witbout  destroyinc  tbe  cotton  iwvgnun  or  the 
U.S.  cotton  Industry,  whereas  any  limitation  on  production  cost  sdJnstineDts 
would  be  fatal  to  both. 

Yon  seem  to  indicate  there  are  two  kinds  of  limitation,  one  which 
you  could  live  under  and  one  you  couldn't.  Would  you  make  this  quite 
clear  ? 

Mr.  Lynn.  This  is  what  I  meant  in  my  statement  to  Senator  Ellen- 
der  a  minute  a^.  This  is  what  we  consider  a  payment  to  absorb  the 
difference  in  what  it  costs  to  produce  cotton  and  what  you  get.  And 
this  is  a  cost  adjustment. 

Now,  this  is  the  part  that  would  be  jnianuiteed  to  a  fanner  so  he 
would  get  his  cost  back.  Now,  an  income  supplement  payment  could  be ; 
if  you  wanted  to,  you  could  have  an  income  supplement  on  top  of  that 
wliich  might  besunjec*  tolimitiUiun. 

Senaitor  IToij:^\ni>.  That  isirt  clear  to  me.  I  think  you  know  I  car- 
ried a  goo<l  portion  of  the  defense  agahist  limitations  in  the  last  3  years 
in  spite  of  the  fact  1  did  not  support  the  1965  act  because  I  thought  the 
limitation.^,  a-s  voted  in  the  other  body,  would  be  destructive,  very 
badly. 

Now,  I  want  you  to  spell  out,  please,  what  you  mean  bv  this  state- 
ment which  I  have  reatl,  l>ecause  apparently  you  do,  spealiing  for  the 
cotton  council,  think  that  some  kind  of  limitation  would  not  oe  fatal. 
You  haven't  given  us  any  clear  picture  of  just  what  you  mean,  and  I 
think  you  should  make  a  clejir  picture,  because  I  tliink  we  are  up 
against  a  practical  situation  which  we  should  not  ignore,  and  we  should 
be  ready  to  sugge.9t  and  maybe  accept  some  type  of  limitations,  no 
matter  how  disagreeable  they  may  be, 

You  have  indicated  here  there  is  some  kind  of  limitation  which  you 
could  accept.  Would  you  spell  that  out  in  some  detail  ? 

Mr.  Ltnn.  Mr.  Sayre  ? 
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Mr.  Satre.  Tliis  is  a  fimdameiital  question  in  the  climate  which  all 
i}f  us  recognize  as  one  in  which  limitation  is  a  very  practical  matter. 
Our  proposals  are  these.  The  USDA  fibres  with  the  1970  level  of  in- 
flation indicates  approximate  costs  of  producing  cotton  ig  about  tiO 
cents  per  pound.  Being  competitive  iu  price  means  that  we  are  going 
to  be  selling  cotton  in  this  country  and  abroad  in  the  neighborhood  of 
21  cents  per  pound.  If  we  continue  on  the  domestic  allotment  ap- 
proach, this  means  we  have  a  gap,  and  these  allotments,  as  you  kno' 
are  roughly  7U  percent  of  our  total  allotment. 

We  have  a  gap  that  would  i"equire  about  a  15-  to  16-cent-a-poim( 
payment  on  the  domestic  part,  or  what  we  call  paying  base  or  produi 
tion  base,  in  order  to  bridge  that  gap  between  our  production  cos' 
which  are  up  here,  and  our  selling  price  down  here. 

Senator  Holland.  You  mean  instead  of  "21  cents  for  the  domestii 
just  about  70  percent  of  it,  you  think  the  total  payment  should 
something  like  37  cents? 

Mr.  yAYiu:,  No.  sir.  When  you  recognize  that  it  costs  about  the  sami  _ 
to  produce  beyond  the  domestic  allotment  as  it  does  on  the  domestic 
ullotmeiit,  if  we  are  going  to  maintain  income  to  that  extent  we  have  to 
spread  the  1.5  or  16  cents  |jer  iX)und  whicli  is  paid  on  the  70  ^jercejit  of 
the  total  allotment  across  the  100  percent  of  production  to  get  about  10 
cents  on  the  total,  that  is  the  way  my  books  work. 

Senator  Hou^nd.  How  big  a  payment  would  you  have  in  mind 
assure  cost  of  production  ? 

Mr.  Saybe.  If  it  is  calculated  on  70  percent  of  the  total  productioi 
it  takes  somewhere  in  the  neighborhood  of  15  or  16  cents. 

Senator  Holi^and.  What  would  the  total  per  pound  be? 

Mr.  Satre.  The  cost  per  pound  over  the  total,  about  30  or  31  cents.' 

Senator  Holland.  That  would  not  be  applied  to  the  70  percent,  but 
the  100  percent? 

Mr,  Savre.  Wlien  you  apply  to  100  percant,  it  covers  the  cost  of 
product  ioiL 

Senator  Holland.  Wliere  would  the  limitation  come  1 

Mr.  Satltu:.  There  are  small-  and  medium-sized  farms  that  would 
cover  a  cost  of  production  on  market  outlays;  over  and  above  that,  if 
that  is  not  adequate,  then  we  think  income  supplement  payments  should 
!«  added  and  they  could  have  a  limitation  on  them  at  whatever  level 
Congress  decided  upon. 

In  other  words,  we  are  pro|)osing  two  types  of  payments. 

Senator  Holi-and.  And  the  limitation  on  only  that  part  of  the  pay- 
ment that  would  assure  profit  ? 

Mr.  Savre.  We  don't  believe  you  can  go  very  far  in  guaranteeing, 
profits,  and  we  don't  want  lo  recommenil  that. 

Senator  Holland.  You  have  heard  discussed  the  possible  limitation 
[iy  having  a  sliding  scale  of  payments  such  as  applied  in  the  sugar  in- 
dustry. I  am  sure  you  are  familiar  with  tliat.  And  there  the  payment 
per  100  i>ounds  is  80  cents  to  the  small  proiUicer,  and  that  goes  <" 
to  the  30  cents  per  100  pounds  to  the  very  large  producers,  and 
ion't  have  to  be  very  large  to  have  a  good  bit  of  that  production  coi 
mder  that  payment,  and  it  seems  to  work. 

Would  something  of  that  kind  work  in  the  cotton  industry,  so  as 
issure  the  small  cost  of  production  and  a  small  profit  as  to  the  vei 
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large  that  would  cause  the  trouble,  to  cause  the  trouble  to  cut  down  the 
pavments? 

Mr.  Sayke.  Senator  Holland,  I  agree  with  you,  the  sugar  prc^ram 
has  Iieen  effective.  I  would  draw  to  your  attention,  however,  tii&t  any 
sliding  schedule  of  payments  to  me  would  have  to  be  attached  to  tl» 
whole  of  the  production  of  tlie  commodity,  and  not  just  a  production 
base  sucli  as  wo  are  proposing  here,  or  the  domestic  allotment  which 
we  curi-entlv  have  in  the  act  of  ]  96"). 

Senator  rlnLLAxn.  I  think  that  you  people  would  have  the  greatest 
concern  about  this  whole  thing,  and  yon  have  properly  got  that  con- 
cern, and  von  should  work  out  something  tliat  is  specific  for  this  com- 
mittee. ^Ve  are  reluctant  to  vote  any  limitations,  and  we  have  shown 
that  <in  the  floor  reiieatedly. 

At  the  same  time,  we  are  confronted  with  a  practical  dilemma  and 
the  fact  that  tlie  big  payments  that  have  excited  the  public's  hostility 
have  been  in  the  cotton  industry.  I  think  you  people  should  surest 
something  specific. 

Xfr.  Sayre.  Here,  this  cost  of  adjustment  payment  is  our  suggestion. 
This  actually  could  lie  made  in  the  form  of  a  marketing  certificate 
attached  to  the  hale  of  cotton,  and  this  is  an  alternative  which  I  hope 
the  committee  will  consider. 

We  do  recognize  that  the  rPS[)onse  to  the  public  interest,  the  income 
supplement  payment  may  have  to  Iks  limited  or  some  graduated  sched- 
ule applied. 

Senator  Holi_vxi>.  That  is  general,  and  you  don't  suggest  anything 
s|}ecifie,  Xow,  what  this  committee  is  faced  with  is  the  necessity  to 
liaAC  some  s|)ecific  suggestions  and  the,}-  would  come  from  the  jieople 
affected.  It  is  not  ))leasant. 

Mr.  Sayre.  I  understand.  We  are  i)erfectly  willing  to  put  before  the 
committee  and  for  the  record  what  we  feel  would  be  required  in  pro- 
duction adjustment  payments  or  marketing  certificates  to  get  a  stable 
supply  pi-oduced,  and  this  we  will  do  in  the  cents  per  pounds,  if  this 
would  he  helpfnl. 

Beyond  that,  on  the  income  supplement  part  of  the  farm  program, 
I  obviously — whatever  the  limit  should  be  as  a  matter  of  judgment,  and 
heie  I  don't  know  whether  our  judgment  qualifies  us  to  say  what  the 
amount  ought  to  lie. 

Senator  Hoi-L.\N-D.  Speaking  only  for  myself,  I  think  it  would  be 
very  hel]>fu1  to  make  some  specific  recommendation. 

I  For  the  information  above,  see  p.  590.) 

Senator  Hollaxd.  The  nest  thing  is  on  page  9,  Mr.  Lynn,  of  your 
statement.  You  object  to  the  fact  that  Congress  is  required* to  make,  for 
the  Department,  and  has  l)een  required  to  make  year  after  year,  an  ap- 
propriation each  year  for  jiayment  purposes.  And  you  suggest  that 
should  not  be  the  case. 

"What  do  you  mean  by  that,  do  yun  think  that  Congress  should  ap- 

rpriate  in  advance  foi-  mtu-e  than  the  year  which  we  have  provided 
in  the  annular  appropriations  hill  ? 
Mr,  Lynx.  We  feel  if  payments  are  to  lie  financed  directly  from  an 
appropriation  it  has  to  !«■  made  on  time  so  that  the  program  payments 
would  not  Iw  detayeil.  The  ap]>ropriation  should  be  made  early  enough. 
You  might  say  on  a  continuing  basis,  so  that  the  programs  would  work 
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effectively  without  delaying  so  that  fanners  would  not  be  put  in  a 
bind  on  payments. 

And  while  the  Congress  has  tried  to  get  the  money  appropriated 

Senator  Holland.  Well,  the  continuation  of  the  present  program 
under  which  the  CCC  has  set  up  its  loans  under  general  legislation,  it 
would  operate  at  this  time  continuously  and  would  not  impose  any 
threat. 

What  are  you  suggesting,  is  the  program  by  the  present  administra- 
tion that  would  require  tlie  annual  funding  without  providing  for 
funding  in  advance ! 

Mr.  Lynn.  That  is  right,  sir. 

Senator  Holland,  1  know  of  no  attitude  on  the  part  of  this  com- 
mittee to  do  away  with  the  CCC  or  the  program  of  having  the  CCC  em- 
powered to  carry  on  continuously  with  whatever  program  the  law  sets 
up.  I  know  of  no  such  intention,  and  I  would  agree  with  you  if  that  is 
what  it  is  designed  to  do  away  with,  the  CCC  support  of  whatever 
basis  the  legislation  requires.  1  don't  believe  this  committee  would  go 
along  with  Uiat  recommendation  at  all. 

One  more  question:  What  is  the  total  amount  now  being  spent  out 
of  the  CPI,  or  tlie  Government  program,  either  or  both  ?  I  understand 
they  merged  together.  What  is  the  amount  being  spent  each  year?. 

Mr.  Lynn.  \Vhat  is  the  total  hgure? 

Senator  Holland.  That  is  for  sales  promotion  ? 

Mr.  Sayre.  For  sales  promotion  it  is  roughly  $7  million  from  CPI, 
sir.  There  is  in  addition  to  that  some  moneys  spent  by  tlie  National 
Cotton  Council  whicli  would  add  up  to  something  like  $400,000 
additional. 

Could  I  comment  on  something  which  you  were  very  instrumental 
in,  which  I  recall  your  helping  get  in  the  act  of  1964,  and  tliat  was 
$10  million  for  addition  cost-cutting  research  ? 

You  have  been  veiy  helpful  in  working  with  us  fJirough  tlie  years, 
but  as  vou  will  recall,  even  though  we  have  not  had  appropriations 
to  enable  us  to  develop  that  program  fully,  we  are  getting  in  the  neigh- 
borhood of  $i  million  currently.  But  with  the  iifflated  costs  tlie  |lO 
million  authorization  needs  to  lje  escalated  to  $13.5  million,  and  an- 
other $2.5  million  is  needed  for  extension  efforts  to  get  these  results 
widely  adopted  on  cotton  farms. 

Senator  Holland.  As  you  stated,  tlie  Appropriations  Committee, 
and  particularly  the  Senate  subcommittee,  iias  been  active  in  setting 
up  this  cost-cutting  experimentation,  but  we  have  been  disappointed 
with  the  amounts  requested  each  year  since  it  was  set  up. 

I  think  we  have  raised  the  appropriation  some  each  year  since  it 
was  set  up,  and  still  the  appropriation  does  not  approach  the  total 
which  we  set  on,  as  I  recall  it.  Have  you  made  your  case  before  the 
Budget  Bureau  on  this  ? 

Mr,  Sayke,  We  have  attempted  to,  the  $13.5  for  research  and  ^.5 
for  extension,  a  total  of  $16  million. 

Senator  Holland.  I  think  every  member  of  this  committee  knows 
the  dire  atuation  in  which  you  are  confronted,  and  would  want  to  help 
you  meet  it  in  any  reasonable  way.  But  neither  would  we  want  you  to 
be  blind  to  the  fact  that  we  are  confronted  with  a  very  rough  prc^ram 
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this  year,  particularly  in  the  field  of  limitations,  and  we  want  all  the 
help  by  way  of  specific  sugeestion  we  caii  get. 

Speaking  only  for  myself,  but  I  think  every  member  of  this  commit' 
tee  knows  that  the  problem  is  there  and  that  we  would  be  \"ery  foolish 
if  we  didn't  recognize  it 

Mr.  Miller? 

Senator  Miller.  I  am  troubled  by  a  W-k  of  specifics  in  another  por- 
tion of  your  statement.  At  the  top  of  7  you  say : 


What  specifically  do  you  liave  in  mind,  wliat  specifics  do  you  have 
with  resi)ect  to  reasonable  restraint? 

Mr.  Lynn.  Well,  as  you  know,  Senator,  we  are  up  to  better  tlian  a 
million  bales  of  imports" 

Senator  Miller.  You  mean  a  million?  In  other  words,  the  textile 
imports  control  a  million  Imles? 

Senator  TALMAnoE.  And  more  of  manmade  fiber. 

Mr.  Lynn.  And  each  twle  of  anything  that  comes  in  is  a  |)Otential 
threat  to  our  cotton  market-. 

Senator  MiiXEit.  I  undei-stand  the  i)rograni,  but  T  want  to  know 
what  specifics  you  have  in  mind  for  these  restraints. 

Mr.  Lynn*.  How  the  law  should  I>e  written  ? 

Senator  SIilt-er,  ^ATint  is  yi>iir  rei-ommendution  ?  TJiei-e  are  all  kinds 
of  combinations  of  restraints,  some  say  no  textile  imports,  others  say 
l)mit«d,  let  them  bring  them  in  in  a  t-ertain  ([uantity.  We  had  a  recom- 
mendation yesterday  which  I  would  like  your  comment  on. 

The  idea  was  a<lvanced  tliat  then*  wouhl  be  quotas  for  given  textile 
producing  countries,  and  tlios(>  quotas  would  be  based  on  the  amount 
of  our  own  domestic  cotton  they  used  in  making  those  products.  So  if 
a  country  which  is  exporting  textiles  to  the  United  States  is  buying  its 
cotton  from  the  Soviet  Union  or  fn>m  some  other  country  instead  of 
from  the  United  States,  it  will  end  up  with  none,  as  far  as  cotton 
imt)orts  into  the  United  States  is  concerned. 

In  other  words,  if  its  uses  a  substantial  amount  of  our  own  domestic 
cotton  in  making  those  textile  products,  it  will  have  a  good  chance  for 
our  im[K)rt  market.  There  is  nothing  specific  in  our  stAtement  on  this, 
and  I  think  this  committee  needs  something  specific. 

I  would  like  to  know  if  you  have  anj-thing  specific  in  mind,  and 
also  get  your  comment  on  this  ideal  just  told  you,  which  was  advanced 
to  us  yesterday. 

Mr.  Lynn.  On  the  comment  on  your  observation  that  was  made 
yesterday 

Senator  Miller.  That  was  a  specific  recommendation  given  to  us 
yesterday. 

Sir.  Lynn.  I  don't  argue  with  this  i>ersonally.  I  think  personally  it 
would  be  fair  if  they  used  our  cotton. 

Senator  Miller.  Well,  that  was  my  reaction,  but  there  is  nothing  spe- 
cific in  vour  statement. 

Mr.  LvNN.  ilr,  Savre,  do  vou  have  any  specific  recommendation  on 
this? 

Mr.  Sayre.  The  Senator  has  certainly  put  in  sharp  focus  the  major 
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thinking.  We  realize  that  in  the  trade  atmosphere  around  the  world 
that  we  should  not  attempt  to  shut  off  our  markets  entirely.  We  have 
the  world's  best  markets.  The  basic  principle  that  we  believe  is  sound 
is  bhat  imports  should  be  permitted  to  share  in  some  of  the  expansion 
in  this  market,  but  not  to  absorb  all  of  it. 

Under  the  existing  pattern  of  restraint  on  imports  we  have,  as  you 
know,  what  is  termed  the  long-term  arrangement  for  cotton  only.  It 
does  not  apply  to  noncotton  textiles,  I  have  to  say  we  had  these  long- 
term  arrangements  and  these  are  country-by-conntry  agreements.  We 
have  had  them  for  many  years.  They  had  not  been  carefully  attended, 
in  my  opinion,  and  we  had  this  accelerated  buildup  under  the  long- 
term  arrangement  for  cotton. 

Consequently,  if  we  adopt  the  principle  of  import  sharing  in  Fomc 
of  the  growth,  we  must  find  either  one,  a  long-term  arrangement  ap- 
proach that  can  be  administered  effectively  or  quantitative  quotas 
probably  through  legislation. 

We  hesitate  again  to  sav  that  quantitative  quotas  are  the  only  way, 
but  our  experience  in  the  long-term  arrangement  type  of  restramt  has 
been  very  bad. 

Senator  IIIiixer.  What  have  you  been  doing  in  the  last  year  or  so 
with  the  administration  in  trying  to  implement  and  see  that  they  are 
enforced,  or  improved  upon  ? 

Mr.  Sayke,  Just  as  Senator  Jordan  has  said,  we  have  been  pleading 
and  our  [ileas  have  been  along  this  line,  and  this  is  true  for  the  ad- 
ministration, as  you  know,  by  Secretary  Stans. 

He  has  done  a  very  intensive  job  of  trying  LTA's  that  are  work- 
able, sir.  We  find  great  reluctance  on  the  part  of  some  of  the  major 
countries  to  develoj)  an  efTective  LTA  with  us. 

Senator  Miller.  Mr.  Lynn  says  in  his  statement  that  our  Govem- 
mesat  urgently  needs  to  provide  effective  and  reasonable  restraints, 
and  I  am  familiar  with  the  fact  that  Secretary  Stans  is  doing  all  he 
can  do,  and  we  don't  seem  to  be  getting  off  the  ground. 

I  am  in  synqtathy  with  the  general  proposition  you  advanced,  but 
we  don't  have  any  specifics  and  your  answer  indicates  to  me  that 
t^ese  long-term  arrangements  aren't  working,  this  forces  us  to  come 
to  Congress  and  ask  for  import  quota  legislation. 

Yet  one  witness  laid  it  on  the  line  and  said  we  want  import  legisla- 
tion and  quotas  established  on  the  amount  of  the  domestic  cotton  they 
uaed.  If  they  want  to  go  over  to  the  Soviet  Union,  all  right,  but  then 
don't  ask  for  as  big  a  share  of  our  market  as  if  they  used  our  cotton. 

These  are  the  specifics  we  need,  and  we  would  like  to  know  what 
you  woidd  like  to  put  in  the  lawbooks,  if  we  go  that  route. 

Mr,  Sayre.  We  would  be  glad  to  provide  that  for  you. 

Senator  Miller.  Would  you?  And  I  would  like,  particularly,  to 
have  your  comment  on  the  proposition  advanced  by  your  fellow 
iLouisiana  cotton  producers,  Mr.  Lynn, 

And  also  one  thing  I  failed  to  get  from  him,  but  I  think  perhaps  the 
Cotton  Council  is  better  able  to  provide^  is  just  how  this  idea  +hat  wir; 
advanced  yesterday  would  work  out  in  connection  with  all  of  the 
textile  export  countries  sending  their  exports  to  the  United  States, 

I  think  it  would  be  very  laluaole. 

(The  information  is  as  follows :) 
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Qucttion.  Should  quantitative  coittrolt  on  cotton  tealile  imporlt  to  the  UMltti 
Stalcg  be  related  to  tlic  cotton  tehich  individual  countries  bujf  from  vtt 

AnHwer.  This  thought-proTokinf  questloD  deservea  to  be  anawered  In  two  parts ; 
First,  ft  direct  discussion  of  the  question  itself;  and  second,  a  further  look 
at  the  two-fold  problem  which  the  question  raines. 

THE  QUEBTIOS   ITSELF 

The  idea  is  a  very  interestiiig  one.  and  la  fact  it  lias  been  suggested  at  tlmw 
by  some  highly  resi)ected  leaders  among  cotton  producers.  It  attempts  to  cope 
with  the  two-fold  problem  of  ("otton  produt-erw  in  international  trade;  namelj. 
maintaining  raw  (.-otton  exports  and  iiepping  reasonable  restraints  upon  the 
increase  in  cotton  textile  Imports.  It  raises  the  hope  that  by  tying  the  two  prob- 
lems together  on  an  individual  country  basi.s,  progress  can  l>e  made  in  eolving 
tioth  of  tJieni. 

AVhen  this  coneeirt  is  iimilied  to  individual  conntries,  problems  arise  wWch 
seem  insurmountable.  It  would  necessitate  a  vast  shift  in  the  pattern  of  our  tex- 
tile imports.  Highly  induKtrl  a  Used  countries  (particularly  Japan  and  Hoi«  Song) 
jufoimt  for  11  high  i>ercentBge  of  our  textile  imports ;  but  since  they  are  imable 
to  grow  any  cotton  and  must  import  their  total  requirements,  their  permitted 
exports  to  the  United  States  would  rise  n  great  deal  further  from  the  present 
higli  levels.  On  the  other  hand,  a  very  sut^tantial  fraction  of  our  textile  im- 
l>orts  are  now  n>nilng  from  countries  such  as  Mexico.  Brazil.  Pakistan,  and 
Colombia,  which  grow  their  own  cotton  iind  bny  virtually  none  from  os.  It 
would  Rccni  dilBcult  for  the  United  States  to  consider  cutting  off  all  Imports 
from  (Totton-growing  countries,  many  of  which  arc  in  the  les-s-developed  mtegor.r 
and  have  serious  balance-o(-imynients  problems  already,  while  Japan  and  others 
In  a  strong  payments  position  would  isee  their  portion  of  our  market  increased 
further. 

In  the  aggregate  our  raw  cotton  exports  are  still  much  greater  than  the  cot- 
ton content  of  our  textile  imports,  althongh  the  ratio  is  far  smaller  than  la  years 
past  when  wc  eximried  live  or  six  million  bnlcK  aiK)  imi>orted  only  minor  amount* 
of  textiles.  XeverthelesB  it  seems  conceivable  that  the  concept  underlying  this 
question  might  be  twisted  into  a  spurious  argument  for  allowing  great  further 
imports  of  cotton  textiles.  Actually  our  policies  toward  cotton  exports  and  to- 
ward textile  imports  should  and  must  be  considered  on  their  separate  merits. 

The  approach  implied  by  this  question  would  leave  unsolved  the  problem  of 
getting  quantitative  controls  on  the  imports  of  textiles  made  from  man-made  flbn 
and  wool.  The  man-made  fiber  products,  which  have  had  the  greatest  rise  of  all 
In  Imports  during  recent  years,  compete  very  closely  with  our  own  cotton  prod- 
ucts on  th<-  domestic  market.  The  need  for  control  upon  these  imports  ts  now 
critical  from  the  standpoint  of  cotton,  as  well  as  the  rest  of  the  economy, 

THE  TWO-FOLD  PSOBLEU 

American  cotton  does  indeed  havo  two  great  problems  in  international  trade: 
that  of  restoring  exports  to  a  more  fair  and  normal  level,  and  that  of  restrain- 
ing textile  imports  to  a  reasonable  and  tolerable  level.  The  wliole  future  of  our 
cotton  economy  Is  vitally  at  stniie.  Moreover  the  strength  of  the  whole  country 
is  seriously  Involved  In  many  ways.  As  just  one  example  we  might  mention  the 
balance  of  payments.  Until  quite  re<'ently  our  cotton  exports  were  earning  at 
least  $fiOO  million  annually  In  bard  foreign  curreiK^es.  but  this  flgure  has  now 
lie(>n  sharply  reduced.  It  needs  to  be  restored.  At  the  same  time  our  Interna- 
tional trade  deficit  in  textile  products  has  increased  from  approximately  lero 
twelve  years  ago  to  approximately  $1.5  billion  In  1909.  If  serious  progress  is  tn 
be  made  in  solving  the  Nation's  balance-of-payments  problem,  both  of  these 
iidvcrse  trends  must  l>e  remedied. 

The  carport  proftfcm.— Our  cotton  exports  have  declined  because  cotton  pro- 
duction in  foreign  lands  has  eximnded  and  because  synthetic  filler  competition 
liaa  held  back  the  growth  of  foreign  demand  for  cotton.  The  synthetic  expansion 
must  be  met  with  an  elTectlve,  modern  program  of  research,  sales  promotion, 
and  competitive  prices.  The  leadership  of  this  elTort  mnst  rest  upon  the  United 
States,  the  only  large  cotton-growing  country  of  the  free  world  which  has  the 
capacity  to  give  leadership  in  the  modem  use  of  capital  and  technology.  At  the 
same  time  our  long-run  survival  in  competition  with  foreign  cotton-growlug  conn- 
tries  depends  nlso  on  the  fact  the  we  have  superior  potential  for  the  use  of 
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capital  and  techaology  In  reducing  tlie  costs  of  growing  and  marketing  bigli 
qnailt7  fiber. 

Onr  surrtval  In  exports  (and  In  the  domestic  inarliet  as  well)  depends  in  part 
upon  the  kind  ot  sound  federal  government  program  which  the  Xatloniil  Cotton 
Council  and  variona  producer  groups  have  proiwsed.  In  the  future  the  costs  of 
ttale  effort  will  repay  our  couutry  many  times  over  tta  we  exploit  our  unique 
advantage  as  a  highly  industrialized  country  which  hIso  has  the  natural  endow- 
ment for  growing  cotton. 

The  import  problem.— The  rising  flood  of  testile  Imports  springs  from  the  fact 
that  textile  products  are  characterized  by  very  blgh  labor  content  and  that  tex- 
tile plants  are  relatively  easy  to  establish  in  virtually  any  country  of  the  world. 
Since  World  War  II,  colonialism  has  collapsed  and  countless  couutries  have 
launched  ambitious  programs  of  lu d ust rial Izat ion.  In  the  aggregate  tbe  quantity 
Of  cheap-labor  textiles  seeking  export  markets  has  been  In  excess  of  what  Im- 
porting nations  could  possibly  absorb  without  unreasonable  damage  to  their 
own  economies.  Our  country  tias  accepted  a  far  greater  share  of  these  imports 
than  other  industrialized  nations. 

To  accept  this  influx  of  textiles  without  more  realistic  restraints  would  sap 
all  the  strength  from  our  douiestie  testile  industry,  which  is  the  chief  market 
tlirough  which  our  domestically  produced  fiber  must  flow.  Our  country  needs  a 
strong  and  dynamic  textile  Indastry,  not  only  to  provide  markets  for  our  fiber 
and  employment  for  our  labor,  but  also  to  provide  constantly  improving  products 
to  consumers  and  a  dependable  arsenal  ot  supplies  for  our  defense  establishment. 
Cotton  people  depend  especially  on  a  strong  domestic  industry  for  their  market. 
If  our  textile  industry  Is  to  maintain  strong  long-range  programs  of  research 
and  capital  investment,  it  must  have  more  assurance  that  i-hoaii-labor  imports 
will  not  continue  to  swamp  its  markets.  A  reasonable  level  of  competition  Is 
desirable,  but  the  flood  of  Imjiorts  which  it  faces  today  is  enough  to  destroy  the 
strength  and  progress  of  the  industry. 

A  reasonable  basis  for  quantitive  restraints  on  all  textile  Imports  is  now  a 
national  imperative.  This  is  not  to  say  that  we  oppose  a  high  level  of  international 
trade.  We  have  already  accepted  an  enormous  expansion  of  textile  imports. 
which  lias  carried  them  to  a  very  high  level.  It  would  now  be  a  reasouable  and 
moderate  solution  of  the  problem  if  a  base  should  be  established,  representing 
the  level  of  Imports  in  some  recent  year  or  period  of  years,  and  if  the  percentage 
of  further  Increases  In  textile  Imports  should  be  held  in  line  with  the  increase 
in  our  dtHoestic  markets.  Such  a  plan,  of  course,  should  apply  to  various  cate- 
gories of  textile  products.  This  plan  would  by  no  means  close  the  door  on  further 
expansion  in  our  over-all  imports  of  textile  products.  It  would  merely  say  that 
in  the  future  the  foreign  exporting  countries  must  be  limited  to  their  share  of 
the  expansion,  if  any,  In  each  category  of  our  domestic  market. 

The  Chaibman.  Senator  Jordan  ? 

Seaiator  Jordan.  In  1964  there  were  158  million  yards  of  cotton 
cloth  imported  into  this  country.  In  1060  there  were  1,724  million  yards. 

In  1964,  the  manmade  fiber  amounted  to  328  million  yards.  That 
is  a  lot  of  yards,  and  last  year  there  were  1,812  million  yards  of  man- 
made  fiber. 

In  1964  there  were  134  million  yards  of  wool  cloth,  and  last  year, 
183  million  yards. 

That  comes  to  3,719  million  yards  of  cotton ;  or  18.5  yards  for  every 
person  in  the  United  States. 

Looking  at  some  of  the  miniskirts,  it  is  doubtful  that  that  much 
is  used.  Tnat  amount  would  clothe  them  all  four  or  five  times  a  year. 
You  give  everybody  in  the  United  States  18.5  yards  of  imported  cloth 
and  I  don't  care  what  kind  of  cloth  it  is,  it'replaces  the  yam.  and 
vou  have  taken  a  big  bulk  of  the  market  and  you  don't  get  it  back, 
unless  you  slow  down  that  flow. 

We  are  doing  nothing  to  slow  it  down. 

The  Chairman.  On  the  other  hand,  Senator,  I  am  not  saying  this 
now  because  I  don't  know  definitely.  I  was  informed,  and  I  think 
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the  record  speaks  for  itself,  that  ^vith  the  one  price  system,  instead 
of  lowering  the  price  of  cotton  in  tlie  United  States,  tliey  went  up,  and 
that  invited  more  competition.  I  don't  mean  to  say  you  cant  compete 
with  Japan ;  the  higher  the  price  in  tiie  United  States  the  more  (diuice 
you  have  of  competition  from  abroad,  it  strikes  me.  I"nder  the  one- 
price  system  as  a  matter  of  fact,  you  pay  less,  I  am  told,  than  the 
people  abroad. 

If  t)ie  price,  structure  had  been  lowered  because  of  the  fact  you  had 
to  pay  more  for  cotton,  then  competition  might  not  have  been  as  keen. 

Senator  Jordan,  Mr,  Chairman,  the  tremendous  increase  in  produc- 
tion in  the  United  States  and  abroad  has  been  in  the  manmnde  fibers. 
You  jump  from  328  million  to  1,028,000,000.  Tliat  is  imports  that  are 
competing  with  the  same  kind  of  thing  produced  in  tlie  United  States. 
Nylon  and  rayon  are  all  good,  and  they  are  cheaper  today.  Bayon 
is  25  cents. 

The  Chairman.  You  don't  use  much  rayon. 

Senator  Jordan.  Billions  of  pounds  of  it  a  year. 

The  Chairman.  You  mean 

Senator  Jiirdan.  In  American  consumption  in  textile  mills. 

The  Ckaikman.  I  thought  we  put  rayon  out  of  business? 

Senator  Jordan.  It  hasn't  done  this. 

The  Chairman.  Anyhow,  the  testimony  given  when  that  kw  was 
changed,  something  happened,  and  there  ifi  liobodv  on  this  committee 
that  would  like  better  to  get  cotton  going  and  make  it  n  crop.  I  know 
what  will  happen  unless  we  do  something  about  it  to  Hie  economy  of 
the  South  and  the  West. 

But  we  are  faced  with  a  situation  that  we  have  got  to  find  new 
ways,  and  that  is  what  I  am  anxious  to  give  or  have  presented  in  this 
committee  for  lis  to  continue  this  same  program.  I  doubt  if  we  can 
put  it  through  Congress.  We  will  do  all  we  can,  but  what  we  need  at 
the  moment  for  cotton  is  a  Moses. 

Any  further  questions? 

Senator  Jordan.  I  would  like  to  have  his  comments. 

Mr.  Satre.  Actually,  on  the  rayon,  acetate  rayon  has  been  graie, 
some  other  rayon  has  gone  up. 

Senator  Talmadge.  The  polyester  fibers. 

Mr.  Sayre,  They  are  in  tnat  family  that  you  mentioned. 

The  Chairman.  That  is  what  I  had  in  mind,  as  a  rule. 

Senator  Jordan.  May  I  tell  you  what  this  rayon  is?  Rack  in  the 
old  days  when  it  was  considered  an  inferior  fiber  and  it  wouldn't 
stand  any  wa-shing  or  heat,  that  was  true.  But  they  established  this 
new  rayon  that  is  stronger  wet  than  dr>-,  so  it  stand.s  up  to  laundry 
conditions  without  any  pmblem.  It  has  leplaced  the  other  type  rayon, 
and  it  is  cheap. 

The  ( '  I  iairmax.  You  can  see  what  we  are  faced  with. 

Mr.  S.v-intK.  I  do  hope  we  have  not  failed  to  put  before  you  the  em- 
phasis wi'  folt  must  tro  in  the  direction  of  market  expansion  for  cotton. 

The  CiiArKMAN,  Your  motive  is,  if  you  have  Uncle  Sam  saddled  with 
that,  you  aiv  going  to  have  the  manufacturers  of  rayon  and  others  say 
that  if  you  give  it  to  cotton,  you  should  give  it  to  us,  too.  That  is  what 
bothers  me,  and  that  would  l)e  aside  from  the  cost  that  now  prevails,  to 
'-,eep  cottongrowers  afloat. 
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Mr.  Satrb.  Five  or  six  very  large  companies  predominate  in  the 
synthetics;  300,000  cotton  farmers,  and  the  fragmented  structure  we 
twve  can't  work  witJiout  the  Government  providing  the  capital. 

The  CiiAiEMAN.  What  you  are  suggesting  on  top  of  all  that,  on  top  of 
the  price  supports,  on  top  of  the  billion  dollars  tliat  it  is  now  costmg, 
you  want  to  add  more.  I  am  saying  if  some  projKJsal  was  submitted  to 
the  Congress,  I  just  think  you  would  have  some  opposition.  I  am  just 
speaking  frankly  with  you,  and  I  don't  mean  to  take  issue. 

I  know  you  know  the  cotton  business  much  better  than  I  do,  but  we 
are  facing  facts  toda^.  And  there  is  quite  a  lot  of  opposition  from  what 
I  can  understand  with  the  bills  suggested  by  all  of  the  associations, 
other  than  the  Bureau,  the  coalition,  oecause  that  bill  will  increase  the 
costs  for  com  and  other  feed  grains,  and  wheat,  as  I  recall,  in  excess 
of  $500  million,  and  there  is  a  lot  of  objection  to  the  present  cost  to 
carry  these  two  programs. 

Now,  to  add  to  mat  would  make  it  more  difficult  for  us  to  obtain  a 
bill  that  can  I>e  passed  by  both  houses, 

Mr.  Sayre.  Xir.  Chairman,  I  think  there  is  widespread  support  for 
the  idea  that  what  would  be  added  for  product  development,  market 
expansion  should  probablv  come  within  the  total  costs  of  the  cotton 
program,  rather  than  be  acTded  on  over  on  top  of  it. 

Any  further  questions? 

Senator  Talmadoe,  I  will  try  to  be  very  brief,  Mr.  Lynn.  I  want 
to  compliment  you  on  your  statement.  I  read  it  and  listened  to  it,  and 
I  read  your  14  point  recommendation  here.  I  think  it  is  *.n  excellent 
program,  and  I  see  little  with  which  I  can  disagree. 

With  that  conunent,  I  want  to  direct  a  question  to  Dr.  Sayre,  and  of 
course,  the  chairman  first  raised  it  and  Senator  Holland  subsequently. 

We  are  confronted  with  the  problem  here  that  a  great  many  people 
in  America  and  in  Congress,  particularly  the  House,  want  the  farm- 
ers to  raise  their  commodities  to  give  them  away  to  their  constituents. 
That  brouglit  on  tliis  fight  about  limitations  of  payments.  I  heard  your 
answer  to  both  the  chairman's  question  and  your  remarks  to  Senator 
Holland. 

The  best  I  can  ascertain  is  that  your  reply  advocated  the  payment 
in  one  form  for  domestic  production  and  payment  in  another  form 
for  the  export  production.  As  you  know,  if  these  payments  are  made 
to  the  individual  farmer  they  will  be  attacked.  Twice  in  recent  years 
we  have  been  confronted  with  hard  conferences  in  committee,  in  the 
Amiculture  Committee  and  also  in  the  Appropriations  Committee. 

There  the  House  firmly  attached  the  limitation  of  $25,000  per 
farmer.  I  think  it  is  a  mistake,  and  I  think  it  would  do  grave  harm 
to  the  economy  of  our  country  and  to  our  farmers,  but  the  Congress 
seems  determined  to  put  on  some  sort  of  limitation  of  some  kind. 

How  can  we  approach  that  ?  Your  answer  to  date  hasn't  been  satis- 
factory to  me. 

Mr.  Sayre.  Well,  fii-st,  I  must  apologize  that  I  misled  you  in 
having- — - 

Senator  Talmadoe.  We  are  talking  about  payments  to  individual 
farmers,  and  that  is  what  we  will  l>e  faced  with  on  the  floor  of  the 
Senate.  On  one  occasion  we  have  had  great  trouble  on  the  Senate 
floor,  and  on  more  than  one  on  the  House  floor.  This  is  the  principal 
problem  I  see  in  trying  to  get  that  farm  bill. 
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Of  course,  we  liave  problems  on  any  farm  bill,  but  particularly  on 
this  limitation.  You  can't  puss  any  bill  without  a  limitation.  I  doi't 
care  whetlier  it  is  wise  or  unwise,  you  can  have  wisdom  and  justice 
on  your  side,  but  you  can't  pass  a  bill  unless  you  have  the  rotes. 

Air.  Saybb.  First,  1  think  we  are  asking  only  that  limitations  be 
held  off  of  t  liese  cost  adjustment  payments. 

Senator  T.\lmad(je.  I^t's  get  specific.  Fanner  A  produces  1^000 
bales  of  cotton.  'Wliat  is  your  recommendation  ? 

Mr.  S.vntE.  I  would  recommend  tliat  Farmer  A  be  able  to  get  from 
C(^C  negotiable  marketing  certificates  ec[ual  to  tlie  difference  in  his 
cost  of  prodnctioii,  or  his  cost  of  production  as  established  by  USDA, 
and  the  market  price  as  related  uy  the  12  markets  aveniges. 

If  they  be  tendernble  through  banks  or  county  officers,  and  redemoed 
by  Commodity  Ci'edit,  and  the  payment  would  not  be  to  Farmer  A 
but  would  be  in  the  channels  of  trade,  first,  in  this  instance 

Senator  TAi,MArxiF..  In  other  words,  processing? 

Mr.  Savre.  No,  sir. 

Mr,  TAr.MAWJE.  How  would  you  finance  i 

Mr.  Saihe.  From  the  capital  structure  of  tlie  Commodity  Credit 

Senator  T.\i,sfAix;E.  Who  is  going  to  issue  the  certificates! 

Mr.  S.vYitE.  You  have  indicated  that  man  has  the  production  of 
l,i)(Ji>  bales.  He  would  have  his  marketing  certificates  attached  to 
his  bales  of  cotton  with  a  du|ilicate  of  warehouse  i-eceipts :  it  wouldn't 
be  charged  to  Farmer  A.  And  over  and  above  that,  this  deals  only 
with  meeting  production  costs,  it  doesn't  have  built-in  profits  of  anv 
degi-ee.  If  in  tlie  mind  of  Congress  income  supplements  are  desirable 
over  and  airave  tins. 

Senator  TALjiAiMiE.  You  wouldn't  get  production  unless  you  guaran- 
tee a  farmer  a  jjrofit.  You  testified  production  costs  30  cents  per  pound, 
and  I  tliink  this  is  right.  Vilmt  is  the  world  market  price  i 

Air.  Satbe.  Twenty  cents. 

Senator  Tauiadge.  So  you  have  10  cents  differential  between  the 
fanner's  costs.  You  are  going  to  have  to  give  him  a  profit.  In  1965  we 
had  a  17  million  bale  surplus.  Now  we  have  a  shortage,  as  you  knov. 
Vt'c  have  to  have  some  emphasis  on  production,  and  I  wish  you  wonld 
give  that  serious  consideration  and  make  suggestions.  I  would  like  to 
have  complete  details,  so  that  this  committee  can  consider  them.  The 
biggest  obstacle,  as  I  see  it,  to  writing  the  farm  bill  is  limitation  on 
payments.  We  might  be  able  to  write  it,  but  in  the  House  you  don't 
have  but  25  to  30  Congressmen  wlio  have  a  rural  constituency  of  25 
percent  or  more  to  put  it  bluntly,  most  Congressmen  are  interested  in 
free  food,  not  farmers. 

(The  information  is  as  follows ;) 

Adeqvatf.  Cottos  SupPLiEg,  Farm  Income,  akd  Patmest  pROBixita 

It  is  clpnr  thnl  the  wliolf  Nation  lias  a  vital  stake  In  the  conttnuadon  of  ■ 
strong,  vigorous  cotton  economy. 

This  requires  production  of  ailequate  supplies. 

F.irmers  will  not  produce  cotton  with  costs  avern^ng  within  the  range  of  30 
to  31  cents  jier  pound  ngainut  prospective  competitive  marliet  prices  lo  the  21 
cents  per  pound  area. 

A  two-way  partnership  with  the  Government  is  requlre±  One  is  research  t« 
offset  risinfi  costs  of  iiroduction  items  and  to  reduce  costs  In  the  futore.  The  sec- 
ond is  cost  adjustment  assistance  and  income  supplement  through  pajmenta. 
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ObTJoasly,  prodnctlOD  costs  must  cover  out-of-pocket  expend Itort-s,  overhead 
and  reasonable  returns  to  land  resources,  capital  and  to  the  farmer. 

Taking  31  cents  as  the  national  average  cost  as  a  starting  point,  the  cost  ad- 
justment would  need  to  be  10  cents  per  pound  if  the  market  retnrn  is  21  cents 
pet  ponnd.  Under  the  Act  of  1965,  Government  asaiBtance  Ib  tied  to  the  domestic 
allotmettt  (65  per  cent  of  tbe  farmers  total  allotment).  For  1970,  the  total 
domestic  allotment  is  11.100,000  bales  and  the  payment  la  16,80  cents  per  pound 
projected  jleld. 

If  the  grower  has  100  acres  total  allotment,  his  domestic  allotment  Is  65  acres. 
His  countjr  ASCS  committee  has  established  a  projected  yield  for  his  farm.  Let's 
assume  that  to  be  600  pounds  lint  per  acre.  The  payment  for  the  farm  la  cal- 
culated as  follows : 

Dwtiestlc  allotment  (acres) 85 

Projected  yield  (pounds) 600 

78  bales  farm  poundage  for  payment  (pounds) 39,000 

39.000  timet)  16.80  eenta  (1970  payment  rate)  equals  $6,552  ia  the  farm  payment 
tu  this  example. 

By  law  (Act  of  'G5)  the  payment  on  the  domestic  allotment  has  to  be  large 
enough  that  when  added  to  the  20.25  cents  per  ponnd  non-recuurse  loan  that  the 
total  will  not  be  less  than  65  percent  of  parity  (now  48.31  tents  per  pound  for 
cotton)  on  his  full  allotment.  This  has  helped,  substantially,  to  maintain  farm 
Income. 

The  16.80  cent  payment  on  the  domestic  allotment  spread  over  his  full  allot- 
mest  comes  to  10.92  cents  per  ponnd.  When  considered  in  terms  of  full  alLot- 
lueiit  and  for  farmers  planting  their  full  allotment  It  has  10  cents  per  pound 
coat  adjustment  making  up  between  31  cent  average  production  costs  and  21 
cent  competitive  market  price.  It  includes  almost  1,00  cent  of  income  supplement 

For  the  grower  planting  only  his  domestic  allotment  the  16,80  cent  payment 
has  10  cents  production  cost  adjustment  and  6,80  cents  of  income  supplement. 

Beginning  in  1971  and  beyond  it  is  proposed  that  production  costs  adjustments 
and  income  supplement  payments  be  separated. 

It  is  proposed  further  that  production  costs  adjustments  be  made  through  the 
use  of  marketing  certlticates  attached  to  the  bales  of  cotton  produced  on  the 
portion  of  the  allotment  upon  which  payments  are  to  be  made.  In  the  above  ex- 
ample that  would  be  78  bales. 

When  this  farmer  sold  or  put  bis  1871  crop  in  the  loan,  marketing  certificates 
would  be  attached  to  78  bales  of  It  The  buyer,  either  In  a  spot  market  or  when 
buying  the  cotton  out  of  the  loan,  would  pay  the  farmer  the  market  price  plus 
the  amount  that  he  (the  buyer)  would  obtain  for  the  78  marketing  certlflcatea  by 
tendering  them  to  the  Commodity  Credit  Corporation  through  hia  local  hank  or 
the  local  ASCS  office.  Competition  among  buyers  and  from  farmer-owned  co- 
operatives would  make  it  necessary  for  the  buyer  to  pay  the  redemption  value 
of  the  certificates  to  the  farmer  just  as  It  is  necessary  for  him  to  pay  the 
farmer  a  fair  market  price  for  his  cotton. 

Marketing  certificates  would  be  redeemable  by  OCO  at  10  cents  per  ponnd  or 
$50.00  per  bale.  Funding  would  be  from  the  capital  structare  of  COC  and  would 
be  at  the  minimum  necessary  to  get  adequate  supplies  of  cotton  produced  lo 
this  I'OUQtry. 

Income  supplement  payments,  to  be  made  direct  to  farmers,  would  be  essential 
to  bolster  farm  Income  and  to  ofFset  higher  than  average  costs  on  many  small 
and  medium  sized  farms. 

As  noted  above,  there  la  approximately  6.80  cents  per  pound  income  Buw>lfr- 
ment  in  the  1970  program  payment 

This  could  be  handled  in  1971  and  beyond  with  a  schedule  along  these  lines : 

1st  100  bales  at  8  cents $4. 000 

2d  100  bales  nt  7  cents 3,600 

3rd  100  bales  at  6  cents 3.000 

4th  100  bales  at  5  cents 2, 500 

5th  100  bales  at  4  cents 2, 000 

6th  100  bales  at  3  cents 1, 500 

7lh  100  bales  at  2  cents 1. 000 

8th  100  bales  at  1  cent 500 

9th  100  bales  at  0  cents 0 

Total  Income  supplement  to  any  farm 18,  000 
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tJuiltinic  ttur  Income  fiui)i)l«inent  would  offaet  doiiw  inequltlea  of  atnosB  the  boud 
linyiiifntH,  It  would  not  mean  a  "deatb  blow"  to  cotton  farmers  and  the  indnttiy 
anil  It  would  proliably  be  more  acceptable  to  members  of  the  CongresB  who  be- 
lieve that  paj-iiierits  Khuuld  be  limited. 

Ah  outlined,  the  combination  of  the  redemption  coats  of  the  marketlsK  certiS- 
fuU-K  mid  the  Kradnated  Hcbedule  of  Income  aupidemeut  pe.vmentB  would  reduce 
the  total  cOHtH  to  tbegoTemmpnt 

Tim  Chairman.  Any  further  quest  ions  ? 

Senator  Talmadge,  I  stand  corrected.  The  Senator  fi-om  Nebraska 
s;t_v-s  tlieiti  lire  59  Congressmen  wlio  have  a  rural  constituency. 

Tlie  ('iiAiRMAx.  Yes. 

Mr.  Lynn.  I  liuve  the  producer  recommendations  adopted  by  the 
Niitioiial  ('otton  Ouncil  whicli  I  would  like  to  submit  for  the  record 

Tim  Chairman.  It  will  be  in  the  record, 

( The  document  referred  to  follows :) 


1.  Place  cotton  leglHlation  on  a  continuing  baalH ; 

2.  Malntaincompetltlvcone-prleecottoni 

:i.  l>evelop  experimental  programs  that  will  lead  to  new  products  at  home  and 
nliroud  for  tlie  purpose  of  achieving  full  utIllEatton  of  U.S.  cotton,  to  be  macktted 
under  the  oiie-prlee  syetem : 

4.  I'rovlde  for  a  loan  level  of  90  percent  of  the  n'orld  price  with  tli«  determlni- 
tioTi  of  Huch  price  being  made  In  a  manner  which  will  accurately  reflect  market 
condlllontifor  theimmedlulelf  preceding  year  or  j-eare; 

,~).  Provide  for  de)iendable  supplies  of  American  cotton  which  are  fully  adequate 
to  m(-i't  the  requirement s  of  modern  competition  at  home  and  abroad ; 

C.  I'rovlde  that  the  release  of  government  atocks  may  occur  cmly  at  price  level*, 
cl(-iirly  di-flnod  by  legislation,  which  will  allow  the  marketing  system  to  tnnctloii 
i'IT(><-tlvely  in  adJUMtini;  aupply-demund  relationships  between  the  dltferenl 
iiuiilltlef  of  cotton,  and  whlcl)  will  permit  farmers  to  make  maximum  use  of  D0^ 
mat  trade  <-hannel8  In  KelllnK  tbelr  current  crop ; 

7.  Kxtabllsb  an  acreage  allotment  system  aimed  at  providing  the  production 
actually  needed  each  season  for  domestic  consumption,  exports,  and  a  carry-ovet 
ade«|uate  for  an  expanding  ofTtake ; 

K.  Kiu-llltiite  the  itnle  and  lease  of  aliotmentH  by  urging:  (at  tbat  no  Umil 
iK'  jduceil  on  the  acreage  allotment  which  may  be  tran-,ferrcd  from  fann  W 
farm:  <b)  that  iniDsfers  be  i>ermkted  lietweeti  an.v  farms  in  u  trtMte:  and  Kl 
that  tlH>  perlfHl  during  which  transfers  are  iiennltted  lie  as  lonit  at^  iirai-ticablr: 

!>.  IliK-oguiite  tliiit  tlie  indUMtry's  moat  urgent  proldem  If  to  reducv  pniduetiMi 
nntl  marketing  citsts :  and  plutv  muxlnium  possible  emjtbasls  oil  a  crash  prugnBi 
of  n>seiirch  and  e«lu<-ntbin  to  oveniime  tluit  pn>li)eui  aitd  iK-ruiit  the  iiidustir. 
within  a  n>ait»iialile  time,  lo  achieve  Helf-sufilclt'm'y  In  nieeilnir  prkv  <-<Kn|irtl- 
lion: 

111.  KiH'iignin'  that  in  the  liiinieiliiitcly  fureKceiible  future,  somt-  form  of  nut 
ndJuKtment  must  be  provided  in  order  for  producers  to  sell  at  a  cmnpetltiTC 
price  ami  nivive  a  n-asiinnbli>  return  fur  lalmr.  inaniigeuient.  and  inveMrmeni: 

1 1.  I'mvitle  ib.it  HUch  cost  ailjiLitiiieiit  l>e  made  to  the  con)ui<>.lity  rather  tlon 

12.  strengthen  Ihe  inii>  Insurance  |iri>gnim  tii  provide  adeiiuale  |iroiecri(in  lor 
biirli-cost.  hlgh-rli-k  cropd  sndi  as  cotton : 

la  S!reii;;rlie]i  ti>  the  gn-jiti-st  extent  iKissible  industry  advice  and  iwrlirtr*- 
tloii  in  Ihe  ndiulnlstrntlve  deciidons  made  with  respect  to  the  cotton  procmi: 
14.  Ht>ninnu  previous  CoutU'il  resolutlonR  which:  lat  oppow  Umitationi  <> 
iiny  f.inni  rV  lieiietlts  fmin  a  jiriee  supimrt  or  [la.rmenr  imigram :  i  h  i  neogaitt 
;!ie  :'i>>v?slly  Of  >|uamiTatlve  rcKtraints  (Hi  the  exiianslon  of  Textile  imiaMt«:  ind 
■  ci  r<i',>eni»>  tJi.ii  :in  adeiiuate  ex)Nirt  market  is  vitally  ile|<-iit)enl  on  [ivdoi-t 
.l<-vel,i|inii'..t  aiKt  {.roiiiolion  tosetlicr  with  deiiend.ible  sup]>Iie:^  aud  ii>nit^:i"' 

The  Chairmas.  The  next  witnesfi  isMr.  B,  F.  Smith. 
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STATEMENT  OF  B.  F.  SMITH,  EXECUTIVE  VICE  PEESIDENT,  DELTA 
COUNCIL,  STOMEVILLE,  MKS, 

Mr.  8mitii.  My  name  is  B,  F,  Smith.  I  am  expciitive  vice  pre^idejit 
of  Delta  Couni'il,  an  organization  supported  by  the  agricultural, 
business,  and  professional  leadersliip  of  the  Yazoo-Mississippi  Delta 
area  and  by  boards  of  supervisors  representing  the  18  delta  and  part- 
delta  countiee. 

Delta  Couni'il  is  autliorized  to  represent  the  common  interests  of 
ihe  more  than  6(K),(K)0  people  ivho  live  and  do  business  in  this  area. 
Cotton  is  the  princijial  source  of  income  of  the  delta  and  Delta  Coun- 
cil represents  tJie  wtton  fanner's  viewpoint. 

The  eotton  industry  is  an  extremely  important  segment  of  our 
national  economy.  Aji  estimated  1,300,000  people  live  on  farms  that 
grow  cotton.  An  additional  5  million  people  deiiend  to  an  im|)ortiint 
extent  upon  employment  concerned  with  pi'oducing,  markd.ing,  and 
processing  cotton  and  cottonseed.  The  total  investment  in  the  produc- 
tion and  processing  of  cotton  in  the  Viiited  States  is  estimated  at  more 
tlian  $24  billion,  with  about  #ll,7.iO  million  represented  by  farm  real 
estate. 

In  our  State,  cotton  is  even  more  im[x>rtant  relatively.  The  number 
i»f  people  living  on  cotton  farms  amounts  to  233,000  individuals.  Re- 
turns from  the  cotton  crop  in  1968.  even  with  reduced  acreage, 
iimounted  is  $;i43  million. 

I  am  sure  that  each  member  of  the  committee  is  fully  aware  of  the 
fact  that  the  cotton  industry  today  faces  a  supply  situation  that  is 
lastly  different  from  that  which  prevailed  when  the  Agi-icultural  Act 
of  1965  was  enacted.  Cotton  is  not  now  a  surplus  crop.  In  fact,  the 
carryover  is  at  a  level  that  is  considered  to  be  minimum  safe.  There 
is  now  a  great  need  for  Government  jiolieies  and  a  program  that  will 
permit  cotton  farmers  to  produce  the  supplies  and  ijualities  needed 
for  domestic  consumption  and  for  export  in  an  efficient  manner  and 
wit  h  the  objective  of  market  expansion. 

While  cotton  must  be  i-elatively  competitive  in  price  and  qualify, 
one  of  the  most  important  requirements  of  suoh  a  program  is  that  it  lie 
aimed  at  producing  an  adequate  supply.  Time  was  when  a  short  sup- 
ply of  cotton  could  result  in  higher  prices  to  farmers  with  no  long- 
range  adverse  etfects  ou  markets.  This  is  no  longer  true.  Shortages  are 
quickly  reflected  in  market  losses.  Simply  stated,  you  oan't  do  business 
out  of  an  empty  wagon. 

Another  important  requirement  is  to  produce  and  maintain  an  ade- 
quate supply;  farmers  growing  cotton  must  receive  returns  from 
cotton  that  will  exceed  their  costs  of  production.  Once  it  was  a  com- 
monly accepted  fact  that  farmers  would  grow  more  cotton  to  make  up 
for  lower  prices  and,  given  the  opportunity,  farmers  would  plant  from 
fence  row  to  fence  row.  Risks  are  now  too  large.  With  the  prices  that 
fanners  must  pay  for  production  items  and  equipment  reflecting  infla- 
tjonal  pressures  which  are  continuing  to  push  them  upward,  lower  i>er 
■ere  costs  for  alternative  crops  make  them  increasingly  attractive  in 
comparison  with  cotton. 

Delta  Council  has  been  working  for  more  than  a  year  now  with  other 
cotton  producer  organizations  and,  through  the  cotton  produi'er  ateer- 
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in^r  committee  of  the  Xutional  Cotton  Council,  toward  the  derelopmeot 
ment  of  a  long-range  cotton  progi'am. 

The  criteria  the  Delta  Council  has  used  in  developing  our  recom- 
mendations are  as  follows : 

1.  Provide  for  an  adequate  supply  of  cotton. 

2.  Maintain  farm  income. 

3.  Minimize  the  threat  of  limitations  on  participation  in  the  pro- 
gram by  individual  farmers. 

We  iJelievc  that  tlie  basic  components  of  a  program  that  will  fill  these 
requirements  are  as  follows: 

1.  The  establishment  of  an  annual  production  goal  to  provide  de- 
pendable supplies  of  upland  cotton  to  maintain  and  expand  domestic 
and  export  markets  and  cariTOver  stocks  at  a  safe  level. 

2,  Coupled  with  the  establishment  of  such  an  annual  goal,  there 
sliould  be  an  aci'eage  allotment  system  that  will  provide  the  produc- 
tion needed  to  fill  requiremejits.  If  a  domestic  allotment  approacii 
is  deemed  more  feasible  ujider  the  circumstances,  steps  should  be  tsken 
to  assure  enough  production  over  and  above  the  domestic  allotment 
to  provide  adequate  supplies. 

The  CiiAiRMAx.  Would  that  mean  more  acres! 

Mr,  SaiiTii.  Yes,  sir.  Some  mechanisms  to  find  out  in  advance  what 
farmers  would  plant  abo\'e  their  domestic  allotment  to  make  sure  they 
didn't  short-  this  market. 

Tlie  CuAiRiiAx.  The  minimum  is  16  million ;  do  you  think  that  ougiit 
to  be  uppe<l  ? 

JIi".  Smith.  This  need  not  lie  upi>ed,  but  they  are  not  planting  this 
amount.  Tlie  domestic  allotment,  the  paying  base  with  the  cost  stnc- 
tnre  as  it  is  now  is  the  limit  for  many  farmers.  And  it  has  been  bron^ 
out  in  eai'lier  testimony  tliat  last  year  there  was  more  than  3  millxHi 
acres. 

The  (.'iiAiitsiAN-.  Surplus,  that  would  have  meant  it  would  have  ex- 
tended our  surplus? 

Mr.  Smith.  If  they  planted  that  this  past  year,  I  think  we  would 
have  been  nuich  better  off  if  we  Itad  a  good  year,  because  our  supply 
situation  today  is  very  precarious. 

~    "       ■  '  ?  f c  " 


Provide  for  a  nonrecourse  CCC  loan  at  90  percent  of  the  avertge 
of  the  world  price  for  the  two  preceding  seasons.  This  is  needed  for 
orderly  marketing,  a  measure  of  price  stability  and  also  as  an  aid  to 
farmers  in  arranging  for  protluction  loans. 

4.  If  the  cojit  of  producmg  cotton  is  appreciably  more  than  it  will  sell 
for  in  the  market,  as  is  now  the  case,  provide  for  a  production  cost 
adju.stmcnt  in  tlie  form  of  a  convertible  certificate  that  will  have  a  ptf 
pound  \  jiUte  equal  to  the  difference  between  the  average  price  received 
by  fanneis  for  their  cotton  and  the  average  cost  of  production  as  de- 
termined liy  T"SI)A  studio.-^.  This  cowt  of  pnKhidtion  adjustment  certifi- 
cate wouhl  ]>e  cashable  by  the  first  buyer.  It  would  be  attached  to  the 
commodity  in  the  chanuelK  of  trade.  Tt  is  important  that  this  produc- 
tion cost  adiusitment  l)C  recognized  as  necessary  to  bridge  the  gap  be- 
tween prices  received  hy  farmers  and  production  costs.  It  shouWnot 
be  confused  with  [u-ofits  or  income  siipplements. 

The  Chairman.  TTow  would  you  figin-e  the  value  of  that  certificate! 
You  say  in  tliat  year  you  lia've  farmers  who  produce  cotton  foon 
clieapiv  than  othei-s? 
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Mr.  Smith.  It  would  be  on  an  average ;  and  very  briefly,  the  value 
of  tlie  certiticate  would  be  the  difference  between  the  average  price 
received  by  farmers,  tlieii'  cotton,  say  in  tlie  14  spot  markets  foi'  a  |)eriod 
of  months  before;  say  it  is  21  cents  per  pound  and  say  the  cost  of  pro- 
duction determined  by  USDA  is  say  31  cents  per  pound.  It  was  27  in 
1966  and  we  had  some  big  price  cost  increases  since  that  time. 

Last  year  6  percent  increase  in  production  costs  alone.  Say 
spread  could  be  10  cents. 

Xow,  tliis  10  cents  coidd  mean 

The  Chairman.  This  is  $50  a  bale  ? 

Mr.  Smitu.  Yes,  this  is  cost  of  production  adjustment.  This  is  whi 
it  takes  to  get  the  cotton  produced. 

Tlie  CiiAntMAN.  Wliat  is  the  profit?  How  would  you  provide  for 
that  ? 

Mr.  Smith,  Yes;  tliis  is  cost  of  production  adjustment.  This  is  what 
that  would  permit  somemeasure  of  stability  in  fai-m  income,  especially 
for  small  and  medium  size  farmers.  The  amount  of  the  income  supple- 
ment payment  should  be  such  that  when  added  to  the  loan  and  the 
cost  of  adjustment  payment,  farmers  would  receive  at  least  65  [lercent 
of  parity  for  their  cotton. 

If  there  has  to  be  any  kind  of  limitation  on  program  participation, 
the  income  supplement  payment  could  be  limited  or  based  on  a  gradu- 
ated scale  without  totally  destroying  the  cotton  program  and  the  cot- 
ton industry. 

fi.  Provide  for  both  tlie  cost  of  pi-odiiction  adjustment  certificate  and 
the  income  supplement  payment  to  be  based  on  actual  yields,  rather 
than  on  proje«t*d  yields. 

The  CHAmsiAN,  What  is  tlie  difference  in  the  costs,  if  you  know, 
in  your  area  between  farmers?  Those  who,  let  us  say,  cultivate  as  mi 
as  1,000  acres  in  cost,  as  compared  to  one  who  produces  on  50 
or  100  acres?  There  is  a  lot  of  difference! 

Mr.  Smith,  No,  sir.  There  is  some  added  efficiency  because  of  si; 
up  to  a  certain  point.  But  such  a  high  percentage  of  our  production 
costs  are  composed  of  manufactured  items  that  these  cof*s  are  high. 

The  only  way  we  can  reduce  this  is  to  get  higher  yields  per  acre, 
but  you  liave  these  fixed  costs  that  are  the  same. 

iV"©  have  the  table,  I  am  sure  you  have  seen  it,  of  tiie  average  co^ts. 
I  think  what  we  would  have  to  go  on  the  average  cost  of  proiluction. 
It  couldn't  relate  to  the  individual  farmer  nn(r  it  would  have  to  be 
national  average. 

The  Chairman.  Well,  I  don't  know  whether  that  would  work  or 
not,  I  know  in  some  areas  in  Louisiana,  for  instance,  you  have  areaa 
where  they  produce  cotton  cheap.  In  other  areas  it  is  costly. 

Mr.  Smith.  Yes,  sir. 

Tlie  CiiAtRMAN.  If  you  average  all  that  out,  i^ome  is  going  to 
and  some  is  going  tn  make  money. 

Mr.  Smith.  The  more  efficient  will  make  more  than  the  inefficient. 

The  Chairman.  Would  you  cut  back  on  this  profit  that  you  provide 
for? 

Mr.  Smith.  Let  me  say  this  about  the  profit:  This  income  supple- 
ment payment  would  be  aimed  at  bringing  everybody's  income  up  to  65 
percent,  but  if  there  is  going  to  l)e  a  limitation,  and  it  seems  to  me  the 
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conclusion  tlmt  this  is  a  very  pressing  problem  n-e  are  facing,  then 
this  income  supplement  could  Delimited. 

We  wouldn  t  pii>duce  the  entire  allotment,  but  it  could  on  a  gradu- 
ated scale,  and  a  flat  basis  without  totally  destroying  the  cotton  pro- 
gram. We  would  at  least  maintain  a  chance  to  stjiy  in  the  business; 
if  they  put  a  flat  limitation  at  a  low  level,  we  are  out  of  business. 

The  ('h.virman.  Have  you  tried  to  figure  out  what  the  cost  of  sucli 
a  program  would  lie  i  That  is,  in  comparison  ? 

Mr.  Smith.  I  have,  but  there  are  some  unknowns.  Let's  assume, 
passing  on  this  domestic  allotment,  and  we  have  one  that  will  OToduce 
sav  11  million  bales,  and  your  cost  per  payment  on  the  domestic 
allotment,  11  million  hales  at  $r(0,  this  is  $550  million. 

This  is  the  cost,  and  then  the  cost  of  the  income  supplement  par- 
ment  would  bo  determined  largely  whether  or  not  they  limited  it  or 
not.  I  would  think  a  program  of  this  kind  would  be  ojienited  at  lea 
cost  than  the  current  program,  certainly  not  mors. 

The  Chairman.  All  right. 

Senator  Jordan.  May  I  ask  a  question  ? 

The  Chairman,  Surely. 

Senator  Jordan.  On  this  certificate  that  would  do  away  with  tii* 
limitation  of  payment,  if  I  understand,  a  man  raised  five  bales  of 
cotton  and  he  would  get  the  certificate  plus  a  certain  amount.  He  knew 
he  would  get  the  same  amount  per  bale,  and  it  would  he  up  to  him  ho« 
many  he  wanted  to  raise,  how  many  he  would  get  in  his  payment 
Is  that  what  he  would  do  ? 

You  are  talking;  about  this,  assuming  that  would  be  for  the  snull 
farmer  if  you  wanted  to  get  him  on  the  S  acres,  because  we  do  go  down 
tliat  low.  The  small  farmers  are  disappearing  today,  but  there  ue 
some  in  10  or  5  acres.  Maybe  they  should  have  a  little  adjustment  to 
help  them. 

Mr.  Smith.  I  think  actually  the  income  supplement  pay  for  this  is 
important  to  all  cotton  producers,  certainly  wnat  we  are  advocating  is 
only  the  difference  between  the  average  cost  tlie  farmer  received  and 
his  cost  of  production. 

The  Chairman.  Wiat  you  are  doinp  is  a  puaranteed  income? 

Mr.  Smith.  Well,  this  is  a  guarantee,  you  at  least  get  your  cost  of 
production,  and  then  above  this,  income  payments  can  be  flexible 
enough.  We  would  like  to  see  them  enough  to  make  up  the  costs  plus 
the  income. 

The  pro<lurtion  cost  of  adjustment,  phis  this  cost  of  income  siipplf- 
mont  should  equal  6r)-perceiit  i>arity.  This  is  in  the  current  law,  mit 
recognize  the  fact  tlmt  this  base  is  subject  to  limitations  and  has  been 
di.storted,  I  tiilnk.  l>ecauHe  fal-se  information  has  been  put  out, 

Thegenernl  public  thinks  that  the  present  payment  is  all  profit,  nnJ 
it  is  not. 

l.'nder  the  pi-ogram  we  suj^gest  there  are  two  payments — one  pay- 
ment is  pi-ofir.  then  i>n!y  the  part  that  represents  the  actual  profit 
could  have  some  limits  on  it.  but  certainly  not  the  production  cost 
supplement  ])iiyniriit  that  isi-equired  to  keep  the  people  in  business  and 
produce  the  coinnuidiry  needed,  and  this  is  the  difference. 

The  Chairman.  Thank  you. 

ifr.  Smith  (continuing).  7.  Eliminate  the  lOO-acre  limit  na  cott"™ 
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acreage  that  may  be  transferred  wkhin  States  from  farm  to  farm  by 
lease  or  sale. 

8.  Safeguard  the  sale  of  CCC  stocks  to  prevent  disruption  of  the 
marketing  system.  Sales  should  be  made  at  not  less  than  110  percent 
of  the  loan  plus  commercial  carrying  charges. 

9.  The  crop  insurance  program  should  be  strengthened  and  modern- 
ized to  provide  adequate  protection  for  high-risk  crops  such  as 
cotton. 

We  believe  that  a  program  built  around  these  recommendations 
would  provide  needed  supplies  of  cotton  at  lower  costs  to  the  Govern- 
ment, as  I  indicated.  Production  shifts  could  be  made  on  a  long-range 
basis  without  violent  disruption  and  dislocation  of  individual  farmers 
or  to  the  income  of  farming  communities. 

Such  a  program  would  be  market  oriented  in  that  the  value  of  the 
certificates  would  reflect  average  prices  received  in  the  market.  Also, 
the  value  of  the  certificates  could  be  reduced  as  market  prices 
strengthen  or  as  production  costs  are  reduced. 

If  tliere  ai-e  measurable  reductions,  these  values,  the  value  of  these 
certificates  could  be  reduced. 

The  Chairman.  What  would  be  the  situation  at  the  present  time, 
what  do  you  tliink  they  would  have  to  amount  to  ? 

Mr.  Smitei,  1  think  the  cost-of-production  certificate  would  be 
around  10  cents  per  pound  on  the  domestic  allotment. 

The  Chairman.  It  would  be  in  the  neighborhood  of  30  cents,  the 
cost  of  production,  or  more  ? 

Mr.  Siimi.  Around  30  to  31  cents  per  pound. 

The  Chairhan.  Sixty-five  percent  of  parity  at  the  present  would 
give  you  31.4  cents  per  pound. 

Mr.  Smith.  That  is  on  our  entire  production,  that  would  be  on  the 
entire  amount. 

The  (Chairman.  Wliatever  it  is,  if  you  follow  your  formula,  at  65 
percent  of  parity,  you  would  just  about  reach  the  cost  of  production, 

Mr.  Smith.  I  was  not  advocating,  Senator,  that  the  cost  of  pro- 
dnction  eertilicates  l>e  issued  except  on  the  low  domestic  allotment  of 
cotton,  and  then  you  have  cotton  that  you  pi-oduce  above  this  just  as 
wc  have  today.  Today  we  are  only  paid  on  the  domestic  allotment.  W^ 
don't  got  liny  payment  on  the  cost,  because  the  cost  would  not  be  issued 
on  the  overplant,  so  to  speak. 

The  Ohairmam.  Is  that  over  and  above 

Mr.  Smith.  The  domestic  allotment. 

The  Chairman.  And  over  and  above  your  allotted  acreage  ? 

Mr.  Smith.  No,  sir;  as  we  visualize  (hat  the  Secretary  would  set  up 
a  goal,  say  we  need  13  million  bales  of  cotton,  say  the  domestic  need 
is  such  you  only  need  to  plant.  SH)  percent  of  your  domestic  allotment, 
so  you  have  people  that  cut  back.  This  would  "produce  10  million  bales, 
or  10  or  101/^,  or  take  any  figure.  But  just  in  illustration  we  would  need 
Smillion  bales  above  it. 

See,  now.  if  we  continued  to  produce  only  10  or  lOi^  mi11i<Hi  bales, 
this  is  tlu'.  surest  way  I  know  to  make  sure  that  our  markets  are  going 
to  erode  out  from  under  us  because  of  the  uncertainties  of  the  future, 
and  the  mills  can't  plan,  and  all  these  kinds  of  things.  But  the  domestic 
allotment  payment  would  be  made.  I  mean,  the  cost  of  production  pay- 
ment would  l>e  made  on  tlie  domestic  allotment. 
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Then  they  also  }iave  people  that  need  some  lulditional  help.  As  you 
indicated,  some  jwople  can  t  produce  as  efficiently  as  otliers,  and  tliat 
is  whei-e  tlie  iiuronie  supplement  would  be  made.  It  added  to  these 
ot^ei's  hoiK'fulIy,  and  would  come  up  to  around  65  percent  of  parity 
on  their  entire  production.  The  supplement  payment  would  remain 
only  for  domestic  use,  and  not  on  what  is  produced  over  and  above  that 
whicli  would  1)6  exported. 

The  ("ii.MKMAjj.  All  right,  proceed. 

Mr.  Smith.  It  is  oiu-  view  that  the  cotton  recommendations  that 
have  been  submitted  by  the  USDA  fall  short  of  providing  the  kind  of 
prograni  that  cotton  must  have  in  order  to  maintain  and  expand  do- 
mestic markets  and  exports. 

'Hiis  also  holds  true  to  a  substantial  degree  to  the  Agricultural  Act 
of  l!t(ir>,  our  current  [irogram,  unless  it  is  modified.  In  the  interest  of 
time.  I  will  not  go  into  detail  but  would  like  to  comment  that  the  most 
obvious  defect  of  thoT^tSDA  program  is  that,  in  our  opinion,  it  will  not 
l>roduce  the  needed  cotton.  Without  an  adequate  supply,  we  cannot 
liope  to  even  hold  markets,  much  less  expand  offtake. 

Also,  the  set-aside  pi-oposals  for  cotton  at  levels  projx>9ed  would 
have  a  severe  ii<l  verse  impact  on  farm  income.  We  ava  wllhng  to  accept 
the  s(>t -aside  concept  provided  Ihat  reasonable  limits  are  placed  on  tfie 
percentage  of  ci-ojiland  that  will  lie  taken  out  of  production  as  the  price 
for  program  jiaiticipation.  Set -aside  acreage  will  be  costty^n  terms 
of  land  rent,  in  terms  of  fallowing  costs,  and  in  terms  of  income  lost 
from  non  product  ion. 

When  a  commodity  is  not  in  surplus  supply,  we  do  not  think  thati 
farmer  should  be  required  to  idle  an  acreage  representing  more  than 
about  10  percent  of  fiis  domestic  allotment,  when  it  is  not  in  surplm 
supplj\ 

We  are  willing  to  provide  more  latitude  to  fanners  in  determining 
their  production  levels  in  keeping  with  individual  capabilities.  We  do 
not,  however,  subscrilxi  to  the  IJepartment's  proposal  t-o  eliminate 
quotas  an<l  penalties  altogether.  Inste«d,  we  would  recommend  that 
current  allotment  holdere  be  ofi'ered  the  opiwrfunity  to  plant  without 
restrictions  provided  that  siich  extra  acreage  would  not  be  reflected  in 
their  acreage  history.  In  any  event,  we  recommend  that  farmers  who 
might !«!  |>enalized  by  limitations,  if  such  are  imposed,  !«  allowed  to 
have  the  opportunity  to  preduce  cotton  out  from  under  the  program 
without  penalties. 

The  CnAiRsiAX.  Does  that  mean  that  a  farmer  could  plant  noj 
amount  of  acres  that  he  desires,  over  and  above  the  quota  alloted  for 
him  for  domestic  use  i 

Mr.  Smith.  Yes,  it  would. 

The  C'li.uRMAx.  That  would  lyeconic  over  the  cotton,  this  overage 
cotton  would  take  care  of  it.  Sup|^)osc  we  produced  6  million  bales  for 
export  and  we  onlv  can  export  ^  million  ? 

Mr.  Siinii.  Well,  if  that  hapi^ned,  of  coui-se,  the  Commoditv  Credit 
('oq)onvtion  would  luue  to  insure  it.  but  let  me  hasten  to  add.  Senator, 
in  my  judgment  and  in  the  judgment  of  a  lot  of  other  ]wople  that  I K- 
sjiecf  highly,  this  question  is  rather  academic,  because  under  the  pw- 
ent  cost  structure  we  are  not  going  to  get  this  tyi>e  of  production,  even 
in  the  most  efficient  prmluction  areas.  Farmers  will  produce  over  tbfir 
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illotment,  of  their  domestic  allotment,  to  the  point  they  will  stretch 
lut  a  price  to  the  point  where  they  can  make  a  profit,  and  they  will 
top. 

You  cannot  produce  something  that  costs  one  price  and  sell  it  for 
ess  than  that  and  st^  in  business. 

The  CHAmMAN,  He  may  do  tliat,  and  the  government  would  be 
loldine  the  baa;.  This  is  what  I  feel, 

Mr.  Smith.  We  don't  think  this  is  likely  to  happen.  I  don't  have  this 
spelled  out  here,  but  we  would  like  to  see,  say  the  announcement  of 
lomestic  allotments  in  early  November,  then  the  Secretary  announces 
o  the  farmers  the  amount  of  payment,  and  then  proceeds  to  have  a 
iignup  period  where  fanners  could  go  to  the  connty  committee  and 
itate  their  intentions,  and  ask  for  as  many  acres  they"  wanted  to  plant 
ibove  their  domestic  allotment. 

This  would  be  simplej  and  we  would  see  if  this  would  exceed  this 
production  goal.  If  it  did,  their  requests  for  overplant  acreage  could 
je  prorated  back.  Say  if  I  had  a  lOO-acre  domestic  allotment  and  I 
isked  for  an  additional  100,  and  they  say  it  is  too  much,  they  might 
say  you  might  have  to  take  90  acres.  If  it  is  the  intention  of  the 
farmers  to  not  plant  up  to  the  amount,  to  fill  the  goals,  then  the 
Secretary  could  increase  the  production  base  by  enough  acres  to 
issure  the  production  goal. 

We  need  some  sort  of  arrangement  to  take  out  this  guesswork, 
to  us  it  is  deadly.  Either  way  we  don't  think  you  can  get  overproduc- 
tion, but  certainly  something  could  be  done  if  you  have  to  bring  it 
back  under  control. 

Mr.  Chairman,  I  will  not  comment  further  on  payment  limitations 
except  to  say  that  the  imposition  of  arbitrary  limits  on  program 
participation  would  be  disastrous  to  many  farmers  and  to  the  cotton 
industry.  The  entire  question  of  farm  payments  has  been  grossly 
distorted.  We  are  grateful  to  you  and  to  other  members  of  this  com- 
mittee for  the  efforts  that  you  have  exerted  to  prevent  limitations 
from  being  imposed. 

We  are  convinced  of  the  fact  that  substantial  gains  can  be  made  in 
reducing  the  cost  of  producing  cotton.  These  gains  will  depend,  how- 
ever, upon  additional  research,  and  we  respectfully  request  the  all- 
out  support  of  this  committee  in  implementing  fully  the  already 
authorized  cotton  research  program.  This  should  include  provisions 
for  experimental  commercial  uses  of  cotton  with  new  or  extended 
properties.  We  specifically  recommend  that  up  to  100,000  Irales  of 
Government-owned  cotton  be  turned  over  to  the  cotton  board  for 
use  in  encouraging  the  commercial  application  of  research  findings 
and  other  product  development  work. 

While  not  directly  related  to  cotton  program  legislation,  we  wish 
to  again  emphasize  the  need  for  quantitative  controls  to  provide 
reasonable  restraints  on  cotton  textile  imports.  These  imports,  con- 
sisting largely  of  textiles  made  from  foreign-grown  cotton,  represent 
the  equivalent  of  more  than  1  million  bales  annually  and  they  are 
trending  upward. 

This  represents  a  serious  problem  to  the  U,S.  cotton  farmer  whose 
biggest  market  is  being  undermined  by  foreign  textiles.  We  do  not 
believe  that  voluntary  restraints  are  either  practical  or  possible  unless 
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they  can  be  implemented  more  effectively.  From  past  history,  this  does 
not  appear  likely  to  happen. 

I  woiihl  like  to  agree  that  in  the  in'ogiani  presented  yestei-day  by 
Mr.  Kansom  in  terms  of  quotas,  countrj-  by  country,  base4  on  some 
percentage  of  U.S.  cotton  they  nse,  should  be  exj)]ained;  it  seems 
this  offers  a  practical  soiiitiim  to  a  %'ery  difficult  program. 

Mr,  Chairman,  we  are  grateful  to  tliis  committee  for  your  sj-mpa- 
tlietic  consitleration  of  cotton's  pniblems. 

Thank  you. 

Miglit  (  add  for  the  record,  since  the  discussion  might  come  up  in 
terms  of  extending  the  Agricultural  Act  of  1965,  some  changes  we 
think  would  be  necessary  to  be  considered  ^ 

The  CiiAiRMA.v,  Without  objection,  it  will  be  put  into  your  testi- 
mony. 

(The  information  referred  to  follows :) 

CiiANGEs  Xei:ded  is  the  Aobiccltubal  Act  of  1965 

Tlip  Agricultural  Act  of  19G5  1b  basically  a  plan  to  reduce  cotton  stip[dl««.  II 
was  passed  during  a  period  of  high  carryover  (approximately  16  million  tMlea). 

Tlie  Bituation  today  is  quite  different  from  that  which  existed  daring  the  mid- 
l!MtO«.  The  cotton  carryover  has  b«>n  reduced  by  nine  million  bales  and  the  li- 
dti^try  todo;  actually  faces  the  problem  of  maintaining  an  adequate  supply.  The 
lirodiiction  of  eDougti  cotton  to  fill  domestic  and  export  needs  and  to  peioK 
market  exiinnslon  Is  a  malor  problem.  If  the  Agricultural  Act  of  liiWi  Is  to  be 
used  as  a  vehicle  to  achieve  this  objective,  a  number  of  changes  will  have  to  be 
made.  Some  of  these  changes  are  as  follows ; 

1.  A  provision  to  iKrmit  an  Increase  in  the  domestic  allotment  to  provide 
for  production  needed  to  fill  demand  aii^  provide  for  adequate  cairyom 
Stocks. 

2.  Set  up  a  system  under  which  tlie  Secretary  of  Agritnilture  conld  pre- 
determine whether  or  not  plantings  above  the  domestic  allotment  would 
proTlde  sufficient  supplies  to  meet  domestic  and  export  needs  and  enaUe 
cotton  farmers  to  supply  marliet  increased  when  obtained. 

3.  It  should  1«  recognized  that  a  very  high  proiwrtlon  of  Government  fnndn 
exiMmded  on  cotton  are  necessary  to  get  the  cotton  produced  under  preMDt 
cost  and  market  price  relationships.  Therefore,  a  production  adjustment  etr- 
tlHcate  or  a  marketing  certificate  (if  ne  are  going  to  have  cotton  to  market) 
should  be  attached  to  the  product  and  redeemed  by  CCC.  Supplement  pc- 
ments  to  achieve  a  combination  of  market  prices,  marketing  certificate  TaloM 
and  income  payments  to  reach  the  fiS  percent  of  parity  minimum  should  1» 
seiHirated  and  identified  as  income  supplements.  Tlien.  if  limitations  are  nn- 
avoidnble,  they  could  simply  be  placed  on  the  income  supplement  paytnentK 

4.  A  loan  should  lie  provided  at  i)0  percent  of  the  average  world  prleefor 
the  preceding  two  seasons. 

.'>.  The  100-acre  ceiling  pertaining  to  transfer  of  allotments  within  ststH 
by  sale  or  lease  arrangement  inhould  be  removed. 

(f.  There  should  be  a  specific  market  expansion  provision  which  would 
enable  cotton  to  maintain  and  regain  lOHt  markets  both  in  this  country  (od 
around  the  world. 

7.  Payments  should  be  baned  on  actual  yields  rather  than  projected  ;leld& 
The  CHAinMAN,  Mr.  Jack  Stone  will  be  our  next  witness. 

STATEHEHT  OF  JACK  Q.  STONE,  FBESISENT,  WESfTEBS  COTTOI 
GROWERS  ASSOCIATION,  STRATFORD,  CAIIF. 

Mr.  Stone.  My  name  is  Jack  Stone,  from  Stratford,  Calif.  I  un 
also  president  of  the  Western  Cotton  Growers  Association. 
I  want  to  say  that  never  since  I  started  farming  have  cotton  growers 
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en  in  sach  desperate  finaocul  oooditioc  as  th«y  ar»  toubiy.  with  a 

owing  number  of  aacnoa  ^es  of  farms  and  fotvologuni^ 
We  want  to  work  with  this  L-ooimtttw.  th*  lloiisv  v\>nuit:ttee,  th« 
apartment  and  growers'  orguiizalioiLN  lo  j:«l  th<f  b«st  jtoii^ble  pro- 
ams  for  the  {TTowers  from  I'ui  tinauoial  [wini  of  viifw.  They  are 
ving  a  toii^ih  time  making  it. 

We  want  ^rrowers  to  have  the  greatest  free*U>ni  of  ehoi*'*  txveible 
their  p'.antiiigs.  We  want  eaoh  to  lie  alvo  to  do  what  is  Wst  on 
i  farm. 

Accordingly,  we  present  for  your  i-oii^ideration  rhe  few  fnHowing 
oposals : 

1,  Adequate  supply,  which  is  a  ^T«it  worry  of  the  i>e«ph',  Tht*  Sec- 
tary of  Agriculture  should  be  direoteti  to  "set  the  base  allolint>nt  at 
level,  considering  the  planting  berand  the  base  allotment,  wliich 
mid  provide  for  sufficient  production  for.  one,  domestic  use,  two, 
ports,  and  three,  to  maintain  a  7-milHon  bale  carryover,  directing 
io  that  not  less  than  11  million  acres  be  set  for  l»7'l  and  11>72  and 
ereafter  not  less  than  domestic  cf)nsum|>fion  plus  iilmut  25  percent. 

2,  Set-asnde, 

I  am  worried,  because  I  see  so  many  suction  snles  and  some  of  them 

ound  the  community  are  some  of  my  friends.  Some  are  selling  out 

fore  they  actually  go  broke,  and  this  is  a  rough  break.  I  didn't  make 

y  money  last  year. 

The  Chairman.  How  many  acres? 

Mr.  Stone.  1,300  acres. 

The  Cbairhan.  All  mechanized? 

Mr.  Stone.  It  is  the  best  farm. 

The  Chairman-,  Irrigated? 

Mr.  Stone.  Yes. 

The  Chairman.  And  you  lost  money} 

Mr.  Stone.  Yes. 

The  Chairman.  Proceed. 

Mr,  Stone,  The  set-aside  a':rt^ag«T  nUoiiUl  itf.  na  low  a.s  j*f>.v.il,ii 

tturallv,  we  are  having  t.trntiAf.  fraying  lii]\n.  We  want  tlut  wi  uuici< 

be  as  low  becau-^e  it  1=  going  to  '/m.  nn  fttoiitty. 

3,  Quotas:  No  f^uoca.^  or  markMing  fjtrnaltJM::  ft\x:a  end  j/.uhLh.j' 
ould  be  allowed-  l*cativ- 1  'i-*  i^A  'Mf.  Ui  ^.k  tl^e  taxpayi-r  \.',  jj.j 
ndreds  of  million^  of  •WtAhn  »/»  g«*  tm^fU/iit  '■^KUta  \tr<tii>i-i<    , 
the  same  t;trj*  d*-r.y  t:,'/*  ».'/'i  *«;.»  u,  pr'xJw:*:  it  for  i.:  jj,i   , 

i  right  to  do  so, 

I  think  we  iJXTjId  i.^--t?,->r  .rg;.t  V/y/aJrf-swJ^/tid  t)\. 

The  CH.\IDf  AN,  Wr.*,-*  -V/  *  V/*  pW>(/i*r  li^*  ' 

Mr.  .Stt-vI-I  ■Z'-x.'r  £:x.-r  .«'r>-ft  ,<</,..  .t.i't.Mti.yv. 
TheCH-iiEMAN.  A„  r.g;r 

Mr.  Stoni.  Y tr::.   .T.-fr-jy     'f-'fi".      fy/xij-  Miitu,-      -.    , 
rough  iy>,Tj^  tri-,. •».".'*■  tJ-y/  '.'-*  ..i-^.'A  U^  Kllirj.v    ... 
e  preser.-,  l-'qz'-  tr rx    '.   ,  ■.-*       ■»  ■   '''/'.«';  v^k-.-.  \t.-  ,,,... 
•tA~  w:-frf.  J  -,t  X  *.-*■/-■■  ■  --:■■ 

5.  Ij9ar:  TV*    "  *  '-f---   ■'■■'  ■  "  '-.   '^  •-■>i  ■■'■     . 
ere  i.^  ar.j  irx-^ ■■•   -■'■.'    •■  ■  --r-A   >■  y-i-,,- 
crease  ii:  ti:*  _yt",uir..-       -f^-  .-. /^vj-rj-j:*  ;- 

6.  'V»rftDX»r?  w        ^jb;.'.  ■ /■    .''  /■'-•..-)  . 
td  tak»  ■.:■*  j«;  '      *--.-,-    ,..,.. 
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should  be  allowed  to  do  so  if  he  feels  he  will  be  better  off  by  harisg; 
gone  out. 

7.  Researcli  and  market  development :  Research  and  marketing  de- 
velopment is  the  only  big  hope ;  when  I  talk  about  cotton,  it  is  Tceeaicli 
on  production. 

The  Chairman,  I  liave  l>een  hearing  this  for  15  years. 

Mr.  Stone.  And  we  haven't  done  enough.  When  I  say  "we,"  I  will 
talk  about  that  in  a  minute. 

We  feel  that  no  less  than  $-^0  million  should  be  made  availaideto 
the  cotton  board  for  research  and  market  development. 

You  might  ask  me  right  now  whei-e  I  intend  to  get  the  mcney.  I  d«it 
know;  if  we  are  going  to  maintain  a  cotton  industry  we  have  got  to 
do  it.  We  have  got  to  do  something  about  it.  I  donH  know  who  else 
is  going  to  do  it  but  the  farmers.  And  I  speak,  as  Jackson  would  si]', 
that  if  you  want  to  get  $.30  million  out  of  the  subsidies,  I  would  rather 
see  $30  million  of  it  going  for  research  and  production. 

The  CiiAiRsiAx.  How  much  would  you  put  on  a  bale  of  cottoD  in 
order  to  obtain  your  goal  ? 

Mr.  Stone.  I  couldn't  set  that  again.  I  don't  know  how  we  sold  the 
$1  a  bale. 

The  C'liAiRiiAN.  You  have  to  take  it  out  of  his  hide  if  you  take  it 
out  of  his  payment. 

Mr,  Stoxk.  Yes.  sir,  I  would  hope  that  in  the  bill  this  would  be  some 
of  the  farmers'  subsidy:  it  would  go  direct  to  the  cotton  board. 

The  Chairman,  You  have  to  take  it  out  of  the  farmers'  pay. 

Mr,  Stonk.  I  want  to  get  it  before  he  gets  to  it.  He  might  not  get  it 
back.  This  is  a  tough  one. 

The  Ch^urmax.  I  know. 

Mr.  Stone.  I  am  looking  for  some  way  to  help  promotion. 

We  oppose  limitation  of  payments  as  being  defitructive  of  land  veias 
and  the  farm  programs  and  me. 

If  we  have  to  get  some  kind  of  graduating  program,  we  would  like 
it  to  be  as  adequate  as  possible.  There  are  a  lot  of  people  besides  mei 
and  I  didn't  make  any  mony  last  year,  so  there  werwi't  any  profits. 

9.  Conunodity  Ci'edit  Corporation:  We  believe  that  the  piwent 
method  of  financing  and  oi>erating  the  program  tlirough  the  CX)C 
should  be  maintained  in  order  to  have  a  continuing  cotton  pn^T"" 
and  an  assured  supply  that  tho  farmers  and  the  textile  mills  can  rely 
on. 

That  is  it,  and  I  thank  you  very  much  for  letting  me  get  in  here. 

The  Chairman.  You  are  welcome. 

You  say  you  planted  13  aci-es? 

Mr.  S'mNE.  Ij.'SOO  acres. 

The  Chairman.  I  mean  1,300  acres.  What  was  your  production  per 

Mr,  Stone.  2.94. 

TlieC'iiAiRMAN.  Tliree  bales  per  acre? 

Mr,  Stone.  Yes. 

The  Chairman,  ^yl\at  caused  you  to  lose  with  such  a  large  ftwe- 
age?  Wliatisyourcostof  production?  j 

Mr,  Stone.  To  farm  in  California  it  costs  a  lot  of  money.  It  costs 
about  $275  an  acre  to  farm  there.  The  water,  taxes,  eTeiything  I  do 
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costs  more.  Of  course,  I  have  to  add  to  that,  cotton  isn't  the  only 
thine  we  raise,  we  raise  about  10  other  crops,  and  we  can  have  some 
bumluck. 

The  CHAmMAN.  What  is  your  total  acreage! 

Mr,  Stone.  About  8,000  acres. 

The  Chairman.  And  did  you  lose  on  cotton  or  the  other  crops? 

Mr.  Stone.  We  lost  on  the  other  crops.  But  we  often  do. 

Tlie  Chairman.  You  don't  want  to  attribute  that  to  cotton.  You 
come  in  here  to  get  relief  on  your  cotton  acres,  but  it  seems  you  lose  on 
other  crops. 

Mr.  Stone.  I  came  in  here  because  I  am  a  fanner  and  I  want  to 
pay  my  bills,  and  I  am  sure  a  lot  of  other  subsidies  pay  the  bills. 

The  Chairman.  What  else  ? 

Mr.  Stone.  Wheat,  barley,  alfalfa,  tomatoes,  cantaloupes. 

The  Chairman.  I  guess  you  lost  on  tomatoes ! 

Mr.  Stone.  I  think  the  tomato  had  a  real  demand  in  California, 
and  in  1  year  we  knocked  it  down  to  nothing. 

The  Chairman,  Thank  you. 

Our  next  witness  will  be  Mr.  Jack  Tipton. 

STATEMEHT  OF  JACK  H.  TIPTON,  FBESIDEin,  UISSOTTSI  COTTON 
FSODUCEBS  ASSOCIATION,  CARUTHESSVILLE,  HO. 

Mr.  Tipton.  My  name  is  Jack  H.  Tipton.  I  am  a  cotton  farmer  of 
Caruthersville,  Mo.,  in  Pemiscot  County.  I  own  1,575  acres,  of  which 
375  acres  is  my  cotton  allotment.  I  live  on  this  farm  and  farm 
it  myself, 

I  am  president  of  the  Missouri  Cotton  Producers  Association,  which 
represents  cotton  producers  and  allied  industry  in  southeast  Missouri. 

My  appearance  here  is  in  behalf  of  the  Missouri  Cotton  Producers 
Association,  which  has  headcjuarters  in  Portageville,  Mo.  The  Mis- 
souri Cotton  Producers  Association  was  chartered  May  11, 1949. 

The  Missouri  Cotton  Producers  Association  represents  cotton  pro- 
■ducers,  ginners,  banks,  warehouses,  cooperatives,  cotton  merchants, 
implement  and  fertilizer  dealers,  and  cottonseed  crushers. 

The  Missouri  Cotton  Producers  Association  is  a  nonprofit  organiza- 
tion, therefore,  we  do  not  market  commodities. 

The  Chairman.  Is  Mr.  Heinkel  attached  to  this  ? 

Mr.  Tipton.  No,  sir.  No,  sir. 

Here  with  me  in  behalf  of  the  Missouri  Cotton  Producers  Associa- 
tion is  the  organization's  executive  vice  president,  James  N.  Conner, 
Kennett,  Mo. 

It  is  indeed  a  great  privilege  for  me  to  have  this  opportunity 
to  submit  to  you  the  Missouri  Cotton  Producers  Association 
recommendations : 

1,  Maintain  competitive  one-price  cotton  with  flexibility  and  sup- 
plemental programs  that  would  increase  ofi'take  and  eventually  achieve 
full  utilization  of  U.S.  capacity  to  produce. 

2.  Provide  for  a  loan  level  of  90  percent  of  the  world  price,  with  the 
determination  of  such  price  being  made  in  a  manner  which  will  ac- 
curately reflect  market  conditions  for  the  immediately  preceding  year 
or  years. 
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3.  Provide  for  dependable  supplies  of  American  cotton  which  an 
fully  adequate  to  meet  the  requirements  of  modem  competition  it 
home  and  abroad. 

4.  Provide  that  an  anniversarj-tjpe  loan  be  adopted  and  that  ttie 
release  of  Government  stocks  may  occur  only  at  price  levels,  clearly 
defined  by  legislation,  which  will  allow  the  marketme  system  to  fnnc- 
tion  eSectiveTy  in  adjusting  supply-demand  I'elationsnips  between  the 
different  qualities  of  cotton,  and  which  will  permit  farmers  to  make 
maximum  use  of  normal  trade  channels  in  selling  their  current  creqi, 

5.  Establish  an  acreage  allotment  system  aimed  at  providing  tbe 
production  actually  needed  each  season  for  domestic  consumption,  ex- 
ports, and  a  carryover  adequate  for  an  expanding  offtakeu 

6.  Maintain  tlie  lunguage  in  the  present  law  as  it  pertains  to  the  sale 
and  lease  of  allotjnents. 

7.  Recognize  that  the  industrj''s  most  urgent  problem  is  to  rednce 
production  and  marketing  costs ;  and  place  maximum  possible  empha- 
sis on  a  crash  program  of  research  and  education  to  overcome  that 
problem  and  permit  the  industry-,  within  a  reasonable  time,  to  achieve 
self-sufficiency  in  meeting  price  competition. 

8.  Recognize  that  in  the  immediately  foreseeable  future  some  form 
of  cost  adjustment  must  be  provded  in  order  for  producers  to  sell  »t 
a  competitive  price  and  receive  a  reasonable  return  for  labor,  manage- 
ment, and  investment. 

9.  Provide  that  such  cost  adjustment  be  made  to  the  commoditv 
rather  than  to  the  producer. 

10.  Strengthen  the  crop  insurance  program  to  provide  adequste 
protection  for  higli-cnst,  liigh-risk  crops  such  as  cotton. 

H,  Strengthen,  to  the  greatest  extent  possible,  industry  advice  and 
participation  in  the  administrative  decisions  made  with  respect  to  the 
cotton  program. 

12,  Our  board  of  directors  at  the  last  meeting,  Friday,  Febniarr  13, 
1970,  recommended  we  endorse  H.K.  15593,  introduced  in  the  douse 
of  Representatives  on  January  28,  1970,  by  Congressman  Abemethy 
and  Congressman  Montgomery,  as  this  bill  would  provide  for  the 
production  of  an  adequate  supply  of  upland  cotton  to  meet  dcmiesttc 
and  export  requirements,  and  for  other  purposes,  and  does,  more  or 
less,  incorporate  our — the  Missouri  cotton  producers — basic  concep- 
tion of  a  cotton  program.  We  liighly  recommend  this  program  to  tne 
Senate. 

13.  Reaffirm  previous  Missouri  Cotton  Producers  Association  reso- 
lutions which : 

(a)  Rea^nize  the  necessity  of  quantitative  restraints  on  the 
expansion  of  textile  imports; 

(J)  Recognize  that  an  adequate  export  market  is  vitaUv 
dependent  on  product  development  and  promotion  together  with 
dependable  supplies  and  competitive  pricing ;  and 

\c)   Oppose  limitations  on  any  farmer's  benelits  from  a  price 
support  or  payment  program. 
I  would  hope  to  go  at  length  on  limitations. 

The  CiiAiRMAx.  We  will.  It  is  a  very  important  questi(Hi,  becanse 
there  is  going  to  be  the  st  umbl  ing  process. 

The  whole  statement  will  be  put  in  the  record,  and  if  you  have  anj- 
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thing  to  add,  I  wish  you  would  give  it  to  us.  The  most  important 
promem  you  have  to  solve  would  be  limitations  payments, 

Mr.  Tipton.  Yes;  unfortunately,  I  have  listened  with  great  inter- 
est to  all  of  the  comments  made.  I  have  nothing  to  add  to  the  comments 
of  Dr,  Sajre  and  the  other  statements. 

The  rest  of  my  statement  comments  on  payment  limitation. 

The  Chairman.  We  will  put  it  in  the  record, 

Mr.  Tipton.  Mr.  Chairman,  I  would  like  to  thank  you  for  letting 
me  have  this  opportunity  to  make  my  recommendations  to  the 
committee, 

(The  remainder  of  the  statement  follows:) 

I  would  now  like  to  discuss  the  probable  reanlts  of  limitation  o(  payments.  Offi- 
cials in  the  USDA  apparently  are  saylDg  that  the  eflfectlvenese  of  the  cotton  pro- 
gram would  not  really  be  hurt  by  limitations  of  payments.  To  prove  their 
claim  tliat  the  effectiveness  of  the  program  u>outd  be  hurt,  cotton  producers  rep- 
resenting the  eutire  cotton  belt  have  prepared  a  list  of  13  reasons, 

1.  Payment  limitations  would  strike  especially  hard  at  larger  cotton  growers, 
who  is  most  cases  are  the  most  efficient  and  are  the  industry's  leaders. 

2.  Limitations  would  reduce  or  eliminate  profits  from  those  farmers  who  are 
Innovators  and  pioneers  in  new  growing  and  farming  methods.  The  very  group 
of  farmers  who  are  quickest  to  adopt  new  t«chnoiog;  and  therefore  perform 
a  valuable  seirlce  to.  the  thousands  of  growers  who  adt^t  the  new  methods  later 
with  little  risk  because  of  the  groundwork  laid  by  the  innovators. 

3.  Limits  also  would  seiiAosIy  affect  grower  participation  In  self-help  programs 
for  cotton,  such  as  Cotton  Producers  Institute. 

4.  Limits  would  interfere  greatly  with  the  ability  of  growers  to  produce 
enough  cotton  to  meet  domeatic  and  overseas  needs.  This,  in  turn,  would  lead 
fabric  makers  into  still  further  nse  of  synthetics,  drying  up  more  and  more  cot- 
ton markets  beyond  the  possibility  of  ever  gaining  back  these  markets  for  cotton. 

5.  Limits  would  cut  land  values  In  the  Cotton  Belt,  where  land  la  valuable  be- 
cause cotton  is  valuable.  Land  prices  In  cotton-producing  areas  are  tied  to  cot- 
ton. This  Is  In  addition  to  the  harm  that  would  be  done  by  the  difficulty  of  get- 
ting adequate  financing.  Questionnaires  were  sent  to  Banks,  Production  Credit 
Associations,  crop  flnanpiers,  and  other  agencies  that  lend  money  to  cotton 
farmers.  They  said  that  they  would  not  lend  boyond  the  payment  limit  level, 
at  the  time  of  the  questionnaire  the  House  of  Representatives  bad  passed  a 
S20,000  limit  The  lending  agencies  said  a  strong  net  worth  on  the  part  of  the 
farmer  woold  qualify  him  for  a  bigger  loan,  but  otherwise,  th%  limit  would  be 
the  limit.  Although  this  policy  was  expected  by  the  cotton  growers  it  was  a  very 
strong  answer.  It  means  except  Jn  the  caae  of  a  very  few  farmers  who  have  a 
high  net  worth,  you  could  get  a  loan  only  up  to  $20,000  if  that  was  the  legally 
established  limit,  regardless  of  how  much  land  you  wanted  to  farm. 

e.  A  ceiling  on  payments  that  could  be  received  by  any  one  fanner  waiuld 
also  cause  great  upheavals  in  the  total  agriculture  system  forcing  growers  to- 
switch  out  of  cotton  into  alternate  crops.  This  imbalance  would  be  widely  felt 
and  would  demoralize  markets  alt  over  the  country  for  these  alternate  crops 
affecting  areas  far  from  the  Cotton  Belt 

7.  Payment  limitations  would  remove  much  of  the  Incentive  for  farmers: 
who  are  community  leaders  to  participate  in  programs  of  t>eneflt  to  the  over- 
all community, 

8.  Limits  on  farm  programs  payments  would  cause  widespread  unemploy- 
ment of  persons  with  limited  skills,  forcing  even  greater  migration  of  these 
Itersons  to  cities  already  overcrowded  and  unable  to  care  for  such  persons. 

9.  Limits  in  any  amount  woold  set  a  precedent  that  would  lead  to  stltl 
further  payment  reductions  until  cotton  would  be  a  minor  crop. 

10.  Limits  also  would  cut  competition  among  the  various  fibers  now  available, 
tending  to  raise  consumer  prices,  cut  research  funds,  and  serve  the  American 
consumer  less  efficiently. 

11.  Limits  would  have  their  effects  upon  a  host  of  agricultural  suppliers, 
such  as  tho«<e  who  furnish  chemicals,  machinery,  seed,  and  other  production 
Items,  as  well  as  lending  agencies,  and  would  Id  many  cases  seriously  cripple 
the  economics  of  big  sections. 
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12.  I'arment  IlmltatloDB  would  reduce  the  InceDtlve  for  jwmg  men  to  p 
Into  fHrmlng,  and 

13.  I'armeatfi  limitations  would  tend  to  eDL-ourage  evasion  of  law. 
Geutlemen.  I  would  like  to  thank  you  for  letting  me  hare  this  opportunllj 

of  presenting  the  recommendations  made  bj  the  MlBsoorl  Ootttm  Prodocm 
AswK^tlon  Id  the  Interest  of  the  Missouri  cotton  farmers. 

Thank  j'ou. 

The  Chairman.  We  will  recess  until  3  o'clock  this  afternoon. 
(Whereupon,  at  12:15  o'clock  p.m.,  the  committee  recessed,  to  ift- 
convene  at  3  o'clock  p.m.,  the  same  day.) 

AF-TERNOON   SESSION 

TIh!  Chairman.  Tliecoiiiinittee  will  come  to  order. 
Mr.  Pate,  will  you  step  forward,  please?  Will  you  kindly  identif;^ 
yourself  for  the  record* 

fflAXEUENT  OF  JOE  B.  FATE,  JR.,  CHAIBHAN,  TEXAS  ASSOdATIOl 
OF  COTTOH  FEODUCEB  ORGANIZATIONS,  LUBBOCK,  lEZ. 

Mr.  Pate.  Tliank  you,  sir. 

I  am  Joe  B.  Pate,  Jr.,  a  cotton  farmer  in  Lubbock,  Tex.  I  am  the 
chairman  of  the  Texas  Association  of  Cotton  Producer  OrganizotioDB. 

Chaimian  Kllender  and  distinguished  Senators  of  the  committee, it 
is  a  pleasure  to  meet  with  you  here  today,  I  have  with  me  as  official  np- 
reseiitativt'S  of  our  meml)er  orpinizat  ions  five  of  our  group : 

Joe  G.  Hanson,  Kl  Paw  Valley  Cotton  Association ;  Roy  Cramer, 
El  Paso  Valley  Cotton  Association;  Donald  A.  Johnson,  Plains  Cot- 
ton Growers,  Inc. ;  Charles  BtaKg,  Rolling  Plains  Cotton  Growers, 
Inc.;  Robert  W.  Heard,  South  Texas  Cotton  and  Grain  Associatioi; 
and  J.  B.  Kirklin,  Trans  Pecos  Cotton  Association. 

Texas  Association  of  Cotton  Producer  Organizations  is  an  aflUiatiiHi 
of  the  six  cotton -pi-oduf^cr  organizations  holding  charters  under  the 
Texas  nonprofit  eorix>ration  law.  Member  organizations  of  TACPO 
are: 

Blackland  Cotton  and  Grain  Association,  El  Paso  Valley  Cotton 
Association,  Plains  Cotton  Growers,  Inc.,  Rolling  Plains  Cotton 
Growers,  Inc.,  South  Texas  Cotton  and  Grain  Association,  and  Trans 
Pecos  Cotton  Association. 

Texas  produces  about  one-tliird  of  the  cotton  g^o^vn  in  the  United 
States.  The  six  orsnnizationp  tliat  coniprif^e  T.VCPO  have  membersliips 
encomi>apsinc  every  major  cotton-producing  area  in  the  State.  Their 
members  prtSncc  in  volume  a  full  range  of  U.S.  cotton  qualities  under 
growiiiju'onditlons  which  dui>lirate  those  across  the  belt. 

Gentlemen,  we  are  seriously  concerned  with  the  ability  of  the  cotton 
industry  to  survive  in  a  mnltiiibcr  world. 

Two  major  attH  which  deal  with  this  problem  have  been  passed  bj 
Cfrngi-es-s;  in  re<!ont  years.  They  are  the  Agricultural  Act  of  1965  and  Hie 
Cotttm  RpFeai-ch  and  Promotion  Act  of  1966. 

In  general,  these  laws  have  served  the  industry  well.  At  this  time, 
hnwever.  we  will  not  dwell  on  ac<x)mplishments  under  this  legisIiUioH) 
but  will  discuss  adjustments  which  experience  has  shown  to  be  in  order. 

T'rKler  existing  legislation,  there  are  three  major  problems : 
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Our  industry  is  not  yet  self-reliant.  Because  of  this.  Government 

sts  are  high — and  mounting.  And,  many  of  our  efficient  farm  units 

a  threatened  by  a  crippling  payments  limitation. 

Today  we  will  discuss  each  of  uiese  topics  in  turn,  and  present  our 

wmmendations. 

A  self-reliant  industry  must  be  based  on  adequate  production,  s 

mpetitive  price,  and  a  market-building  program. 

An  adequate  supply  of  cotton  for  our  markets,  both  domestic  and 

port,  is  a  primary  concern  of  all  serious  cotton  producers.  To  secure 

adequate  cotton  supply  in  this  countir,  we  must  have  a  Government 
ogram  which  p^o^^dea  effective  production  incentives  to  growers, 
le  world  price  for  cotton  is  several  cents  per  pound  below  our  cost 

producting  the  crop,  so  for  the  present  at  least,  the  needed  incentive 
produce  must  be  included  in  the  cotton  program.  Congress  has  recog- 
sed  this  fact  in  the  act  of  1965  by  authorizing  price  support  payments 

production  from  domestic  allotments. 

If  such  an  incentive  is  necessary  for  domestic  production  it  is  equally 

iential  in  order  to  provide  production  for  export.  It  costs  just  as 

ich  to  grow  cotton  for  export  as  it  does  for  domestic  use. 

We  are  told  that  a  program  with  payments  on  domestic  production, 

opled  with  provisions  for  unlimited  plantings,  wilt  provide  neo 

ary  supplies  for  all  our  customers.  We  do  not  agree. 

In  our  judgment,  such  a  program  will  not  get  the  cotton  produced 

r  both  our  domestic  and  export  markets.  This  considered  view  is 

sed  on  experience  with  the  domestic  allotment  system  during  the  last 

rears,  on  prospective  unlimited  plantings  calculated  from  production 

3t  figures  developed  by  USDA,  and  experience  with  the  export  acres 

ogram  since  1965,  and  on  our  careful  assessment  of  this  matter  in 

!xas,  where  four  of  the  seven  low-cost  production  areas  are  located. 

Without  program  incentives  to  produce  cotton  for  export,  we  believe 

r  foreign  market  will  be  lost  forever.  Attachment  A  summarizes 

me  of  the  consequences  should  this  occur. 

We  therefore  recommend  that  an  effective  incentive  to  produce  cot- 

ri  for  export  be  included  in  the  legislation  now  under  consideration. 

e  will  support  any  reasonable  plan  whereby  this  is  accomplished. 

roMPETinvF.  rnicE 

Some  believe  that  U.S.  cotton  has  been  priced  too  high  under  the  act 

1965.  We  do  not  agree. 

Production  under  the  act  is  expected  to  total  about  37  million  bales 

rough  this  crop  year.  Sales  are  expected  to  be  about  47  million  bales 

the  same  4-year  period. 

During  these  4  years,  we  will  sell  a  quantity  of  cotton  equal  to  total 

■oduction,  plus  10  million  bales  of  reserve.  And  we  expect  cotton 

)cks  to  be  dangerously  low  by  next  summer. 

This  record  does  not  mdicate  that  prices  have  been  excessive. 

Therefore,  we  recommend  no  major  departure  from  the  pricing 

echanism  established  by  the  act  of  1965.  But  wc  do  sug^t  certain 

Ijustments  in  establishing  the  loan  level  and  related  policies. 

As  broad  criteria,  the  loan  level  should  be  established  at  a  level  high 

ough  to  provide  market  incentives  to  encourage  adequate  production 
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and  to  facilitate  crop  financing ;  to  provide  market  stability  so  essential 
to  successful  textile  manufacturing  operations;  to  provide  price  sta- 
bility vital  in  our  competition  with  manmade  fibers;  to  reduce  the 
need  for  high  government  payments  to  bridge  the  gap  between  market 
price  and  tlie  producer  income  objective. 

Yet  tlie  loan  should  be  set  at  a  level  low  enough  to  allow  a  competi- 
tive price  in  the  domestic  and  export  market:  to  discourage  commit- 
ment of  resources  to  the  production  of  competing  fiber;  to  stimulate 
marketing  through  trade  channels  with  minimum  cotton  acquisition 
byCCC. 

We  believe  an  acceptable  compromise  between  these  somewhat  con- 
flicting objectives  would  be  a  loan  level  at  90  percent  of  tlie  average 
market  price  of  the  two  lUTteding  years.  We  cannot  recommend  a  loan 
level  that  changes  within  a  ci-op  year.  Experience  indicates  the  Ro\r  of 
cotton  into  CCC  ownersliip  may  ne  influpnced  as  nmcli  by  the  duration 
of  the  loan,  i-edemption  cost,  and  CCC  sales  policy  as  by  the  level  of 
the  loan  itself.  A  ifi-ent  stu<ly  of  this  subjert  by  gi-ower  groups  across 
the  belt  resulted  in  conclusions  described  in  attachment  B  to  this 
statement. 

We  believe  the  pro|>osiils  contained  in  attachment  B  should  be 
adopted  and  clearly  defined  in  the  new  legislation  luider  considera- 
tion to  remove  market  uncei-tainty  and  encourage  developmrait  of  a 
healthy  merchandising  industrj-. 

Of  the  tliree  essentials  for  a  self-reliant  industry — adequate  pro- 
duction, competitive  price,  and  a  market  building  program — we  now 
only  have  a  competitive  price.  We  still  need  a  way  to  encourage  pro- 
duction of  cotton  for  export,  and  we  still  need  a  market  building  pro- 
gram to  meet  competition  for  our  domestic  markets. 

I£I01I   GOVERNMEXT  COST 

To  reduce  Government  cost  we  must  establish  a  self-reliant  industrj. 
This  can  be  done  thi-ough  judicious  adjustment  of  Federal  le^sta- 
tion  to  encoHi-agc  an  effective  self-help  pi-ogram  by  the  induE^t^,  and 
by  incentives  to  provide  an  adequate  volume  of  production  until  self- 
help  measures  liecome  totally  effective.  In  no  other  way  can  Govern- 
ment expenditures  be  lowei-cd  without  drastic  repercussions  within 
the  cotton  industry,  rui-al  America,  and  our  Nation's  economy. 

LIMIT.M'IOXS 

Limitation  of  payments  to  prodH<'ers  of  agi-icultural  commodities 
would  have  serious  consequences.  I^iinitations  are  incompatible  with 
the  Americiin  woiifiinic  system,  would  disrupt  most  phases  of  agri- 
culture; would  deny  many  agricultural  producers  a  just  return  on  their 
lalKir  and  investment :  and  would  mdlify  much  of  the  effectiveness  of 
the  farm  program. 

Imposition  of  limitations  would  be-  nothing  less  than  land  reform 
forced  bv  Federal  economic  pi-essure. 

We  wish  to  commend  those  members  of  this  committee  and  of  Con- 
gress who  have  taken  a  ^^trong  st-and  in  opposition  to  limitations.  You 
have  shown  a  true  ((iiicern  for  the  economic  well-being  of  agriculture 
and  the  Nation. 
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We  urge  continued  efforts  to  prevent  adoption  of  limitation  of  pay- 
ments. 

We  recognize  that  sincere  individuals  hold  views  contrary  to  our 
own.  But  as  Congress  moves  toward  resolution  of  this  issue,  we  hope  a 
consensus  will  support  our  contention  that  a  payment  earned  under 
legislation  enacted  in  the  national  interest  is  a  payment  earned  and  a 
payment  due,  whether  it  be  large  or  small. 

PBODTTOER  INCOME  LEVEL 

We  feel  the  loan  and  price  support  payment  structure  for  cotton 
should  be  tied  to  an  index  related  to  the  general  level  of  prices  within 
our  economy,  such  as  the  parity  system  used  in  the  past. 

Cotton  production  involves  substantial  capital  expenditures  which 
must  be  amortized  over  a  long  period  of  time.  Unless  cotton  producers 
have  assurance  their  returns  from  cotton  will  remain  at  a  reasonable 
level  for  several  years,  many  will  be  unable  to  secure  necessaiy  financ- 
ing. We  cannot  build  a  stable  industry  when  producer  income  is  wholly 
dependent  on  administ  rative  decision. 

Using  parity  as  a  base,  since  we  are  all  familiar  with  this  index, 
we  recommend  the  return  to  the  cotton  producer  be  set  at  not  less 
than  65  percent  of  pai-ity.  We  believe  tnis  minimum  income  level, 
based  on  whatever  index  is  selected,  should  be  a  part  of  the  legislation 
under  consideration. 

Sixty-five  percent  of  parity  is  anotlier  way  of  saying  65  percent 
of  a  fair  price,  and  we  do  not  think  this  is  too  much  to  ask, 

I  would  like  to  add,  Mr.  Chairman,  wc  are  very  grateful  for  the 
succeBsful  efforts  you  have  made  for  us  in  the  past  m  retaining  65- 
percent  parity  in  the  present  legislation. 

In  1964,  Congress  authorized  a  $10  million  research  program  to  re- 
duce the  cost  of  cotton  production,  but  that  program  has  not  been 
fully  funded.  There  is  a  great  need  for  tliis  effort.  We  ask  that  it 
be  implemented  as  rapidly  as  possible. 

Some  believe  that  any  increase  in  research  financed  by  producers 
will  be  nullified  by  reductions  in  federally  funded  projects. 

It  is  essential  that  the  Federal  research  program  for  cotton  be 
fullv  adequate  to  refute  this  supposition. 

We  recognize  that  textile  imports  pose  a  serious  threat  to  American 
mills  and  to  our  domestic  cotton  markeL  W^e  recommend  that  steps 
be  taken  to  alleviate  this  problem. 

Concurrent  with  the  resolution  of  the  textile  import  issue,  we  rec- 
ommend that  a  way  be  found  to  increase  domestic  market  income 
to  producers  without  jeopardy  to  exports. 

We  stand  ready  to  work  with  all  groups  to  accomplish  these  two 
related  goals. 

Stability  is  important  to  our  industry  and  all  agriculture,  therefore 
wc  urge  tliat  the  ngi-ieultural  program  be  made  permanent. 

The  present  cotton  program  places  almost  total  emphasis  on  balanc- 
ing production  with  consumption  and  on  maintaining  a  competitive 
price.  Both  these  factors  are  important  to  the  industry  and  both  must 
he  a  part  of  new  legislation. 

We  have  been  given  concrete  evidence  under  the  Agriculture  Acts 
of  1964  and  1965  that  balanced  production  and  competitive  prices 
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alone  are  not  enough.  Thev  have  not  prevented  tim  rapid  loss  of  cot- 
ton markets  to  synthetic  fibers  and  foreign  growths.  Sot  have  they 
offered  any  hope  that  cotton  producers  are  getting  any  closer  to  the 
day  when  they  can  depend  on  markets,  not  &)vemment,  as  the  source 
of  income  to  offset  production  costs. 

It  is  reasonable  to  assume  that  a  new  cotton  program,  however,  suc- 
cessful in  providing  adequate  supplies  and  competitive  prices,  wiU 
not  significantly  aid  cotton  in  the  retention  of  markets  or  help  the 
industry  to  become  self-reliant  unless  it  does  something  more. 

Cotton's  basic  problem  is  its  lack  of  comprehensive,  systematic, 
adequately  funded  merchandising  that  will  take  and  hold  raw  fiber 
markets  in  the  face  of  severe  competition  from  otiier  fibers. 

The  e<-onomic  and  political  climate  being  what  it  isj  a  solution  to 
this  basic  problem  is  cotton's  onlv  hope.  And  there  is  little  or  no 
chance  that  an  effective  merchandising  plan  for  cotton  can  be  acti- 
vated imloss  provisioHs  for  its  development  and  financing  are  included 
in  Federal  legislation. 

The  Research  and  Promotion  Act  passed  by  Congress  in  1966  was 
a  step  in  the  right  direction.  But  it  merely  scratches  Sie  surface  of  cot- 
ton's  need.  The  SIO  million  it  generates  each  year  for  research  and 
promotion  is  not  adequate.  It  falls  far  short  of  providing  the  forward 
integration  needed  in  the  industry  if  cotton  is  to  compete  with  man- 
made  fibers. 

If  cotton  is  to  survive,  it  must  have  a  new  plan  or  a  revised  plan 
which  will  put  to  work  on  a  greatly  expanded  scale  all  of  the  market- 
ing tools  used  so  successfully  oy  its  competitors — production  reseaitrh, 
market  resenrcli,  product  development,  advertising,  brand  promotion, 
technical  assistance,  and  other  customer  services. 

Development  of  such  a  i)lau  requires  a  realistic  look  at  the  present 
structure  of  our  industry  and  its  resources  in  comparison  with  the 
structure  and  resources  of  our  chief  competitor — the  manmade  fiber 
industry. 

The  cotton  industry  is  composed  of  more  than  300,000  independent 
producers,  scattered  from  the  Carolinas  to  California,  and  consider- 
ing the  belt  as  a  whole,  almost  totally  lacking  in  unity  and  cohesive- 
ness.  In  addition,  the  distribution  of  our  product  from  farm  to  mill 
involves  ginners,  warehousemen,  and  mercnants,  each  primarily  con- 
cerned with  maximizing  short-tenn  profits  in  his  own  operation.  N'o 
producer  or  group  of  producei-s,  no  handler  or  group  of  handlere  is 
large  enough  to  carry  out  an  effective  marketing  prt^ram. 

In  contrast,  the  lion's  siliaip  of  manmade  fioer  is  produced  by  a 
handful  of  large,  diversified  corporations,  with  each  manufacturer 
retaining  comjilete  control  over  his  i>roduct  through  all  phases  of  mer- 
chandising, including  production  and  utilization  research.  This  gives 
the  synthetic  fiber  iiianufactui-er  a  tremendous  advantage  oi"er  the 
highly  fragmented  cotton  industry'. 

Resources  currently  available  for  carrying  out  a  cotton  merclian- 
dising  f)roffraui  are  pitifully  small  beside  those  available  to  synthetic 
iilwi's.  "VVhile  cot  ton  promotion  funds  total  about  $10  million  annuallt. 
manmade  fiber  pnmiotion  funds  are  estimated  at  $100  million  aimiiallT. 
"Total  researi'h  pfTort  on  cotton  conios  to  around  $27  million,  as  otni- 
pan?d  to  approximately  SLW  million  spent  each  year  for  technical  re- 
search and  development  by  the  manmade  fiber  manufacturers. 
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Another  important  advantage  enjoyed  by  our  competitors  lies  in  the 
fact  that  they  market  their  fiber  as  industrial  raw  materials  while 
cotton  is  marketed  as  a  commodity.  Manmade  fibers  are  engineered  to 
mill  specifications,  produced  on  schedule  to  me^  mill  requirements 
month  by  month,  and  they  maintain  a  relatively  stable  price.  Cotton, 
on  the  other  hand,  must  be  produced  within  the  bounds  of  varietal 
capability  on  a  seasonal  basis.  Cotton  fibers  is  not  now  classified  in  a 
system  oriented  to  the  buyer's  production  requirements,  but  in  a  sys- 
tem oriented  to  the  producer.  Cotton  is  also  saddled  with  uncertain 
supply  and  the  constant  possibility  of  unstable  prices. 

Tliese  disadvantages,  under  the  weight  of  which  cotton's  share  of 
the  fiber  market  has  declined  drastically  over  the  past  few  years,  can- 
not be  overcome  without  a  market  building  program  that  covers  the 
full  range  from  producer  to  consumer.  Such  a  program  is  possible  for 
cotton.  But  it  is  possible  only  if  we  are  willing  to  commit. 

Meeting  this  challenge  will  require  a  single  producer  organization, 
or  board,  to  coordinate  and  direct  all  efforts  on  behalf  of  cotton  and 
its  producers.  Insofar  as  possible,  it  should  provide  the  structure 
under  wliich  300,000  cotton  producers  could  operate  as  a  single  unit 
in  all  areas  of  market  development. 

The  board,  composed  solely  of  producers,  should  be  given  the  au- 
thority and  the  responsibility  for  developing  programs  that  would 
lead  to  a  self-reliant  industry.  It  should  determine,  well  in  advance  of 
planting  time  each  year,  the  funds  needed  for  effective  implementa- 
tion of  its  programs  and  its  findings  submitted  to  producers  for  ap- 
proval in  a  referendum. 

The  present  CPI  cotton  board,  given  the  needed  authority  and  ac- 
cess to  the  necessary  funds,  might  well  serve  these  purposes. 

The  current  procedure  for  collecting  research  and  pnwnotion  fimds 
ia  inadequate.  It  does  not  ^nerate  sufficient  money  to  accomplish  the 
objectii'es,  nor  does  it  provide  the  dependability  of  funds  that  is  vital 
to  any  long-range  program. 

An  alternative  would  be  to  include  the  cost  of  merchandising  pro- 
grams as  an  integral  part  of  the  payments  being  made  to  producers 
to  bridge  the  present  gap  between  market  prices  and  the  cost  of  pro- 
duction. By  the  standards  of  any  industrial  corporation,  including 
those  which  produce  and  market  synthetic  fibers,  the  expense  involved 
in  research  and  merchandising  is  a  legitimate  cost  of  production  Item. 

In  determining  the  cost  of  production  adjustment,  the  operation  of 
the  cotton  board  and  its  programs  should  be  provided  for  Just  as 
jjroduct  development  and  promotion  programs  are  provided  for,  in 
the  selling  price  of  manmnde  fibers. 

Producer  leadership,  strong  management,  and  a  staff  of  highly 
coniDetent  people  in  a  number  of  research  and  merchandising  fields 
would  be  vital  to  the  success  of  an  all-out  effort  as  outlined  here.  But 
these  components  areavailableto  a  stable  producer  board  with  depend- 
able financing. 

In  summary,  Mr.  Chairman,  with  a  structure  which  permits  cotton 
producers  to  operate  as  a  single  unit  and  with  adequate  and  depend- 
able funding,  cx>tton  can  compete  effectively  with  manmnde  fiber  manu- 
facturers. And  it  can  eventually  achieve  its  goal  of  self-reliance. 

Without  these  things,  cotton  is  without  hope,  Texas  producers 
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repi'esented  by  TACPO  support  this  outline  as  the  brood  direction  to- 
ward whicli  tlie  industry  sliould  proceed  under  appropriate  le^lation. 

We  apprwiate  your  consideration, 

(The  attachments  to  Mr.  Pate's  statement  follow :) 

iMl-OBTA^iCE   OF   ESPOBT   MARKETS    FOB   U.S.    COTTOH 

Hlxltirti-ally,  about  one-third  of  the  cotton  produced  in  ttae  U.S.  bas  been 
exiNirted.  Xcltbor  the  cotton  IndUHtry  nor  the  Nation  tan  aUTord  to  sacriflce  this 
market.  Some  of  the  rensons  follow : 

Wltboiit  eottiin  exiMirtH,  about  one-third  of  the  aeres  plnnted  to  cotton  would 
be  diverted  into  other  cropH.  dlHruptlng  the  supplr-demtiDd  balance  of  mnch  of 
flgrleiilturc>. 

Without  cotton  exports,  price  stability  in  the  domestic  cotton  market  would 
Iw  much  itmre  dlffleiilt  to  ninintatn.  Were  we  to  attempt  to  produce  for  dl»Destic 
UKe  only,  there  would  be  no  room  for  error  In  production  plans.  Inevitable  Bbort- 
flfres  would  lend  to  very  wide  [irlce  flnctuatlonK.  These  price  flactnatlous  wcmld 
cause  eroKlon  of  cotton's  markets  such  as  occurred  tn  1967-68,  demands  from 
mills  that  the  enilianco  on  raw  cotton  imports  be  eliminated,  and  an  Inllnx  of 
cotton  textile  imports  to  meet  the  needs  of  the  U.S.  consumer.  Exports  are  the 
safctly-valve  that  gives  stability  to  the  domestic  market 

Without  cotton  exports,  the  i2%  hlllloti  of  new  wealth  that  cotton  normall; 
hrlnKs  the  U.S.  economy  each  year  would  be  lost. 

WlthoTit  cotton  exports,  one-third  of  the  millions  employed  in  cotton  prodnction 
and  cotton  proeesKluK  prior  to  the  Rplnnlng  mill  would  be  unemjAoyed. 

Without  cotton  exiiortB,  the  U.S.  balance  of  payments  problem  would  intenrify. 
IhreatenluR  the  stability  of  the  National  economy. 

Without  cotton  exports,  the  U.S.  producer,  lils  volume  reduced  by  ose-thlrd. 
would  be  blocked  in  hU  efforts  to  cut  production  costs  and  move  away  ftom 
depend!' n<-y  on  Roveniniont  programs. 

RECoiiMESiif;D  IjOan  ano  CCC  Sales  Poucibb 

TACPO  recommends  that  an  "anniversary  date"  loan  and  certain  otber  CCC 
loan  rt>demption  and  sales  policies  be  Incorporated  Into  the  cotton  'lefctslatloD  doit 
under  iimslderatlon,  to  be  effective  with  the  1971  crop. 

Tills  recommendation  Is  based  on  the  principle  that  cotton  from  one  crop. 
IiroiHTly  supplemented  by  reserves,  should  supply  the  market  through  private 
trade  i-bannels  until  cotton  from  the  succeeding  crop  Is  fully  arallaUe. 
T'nder  this  principle,  we  recommend  that : 

Tlie  loan  period  should  cover  the  full  marketing  period  from  the  beglnnlDg 
of  one  harvest  throueh  completion  o  fthe  succeeding  harveat : 

Oovernment  stocks  should  be  used  to  All  a  shortfall  or  to  relieve  shortagM 
of  cerlnin  qualilies  as  they  occur  and  should  not  be  used  to  flood  the  market 
with  qualities  hi  plentiful  stii)ply ;  and 

I'roducers  should  be  allowed  to  repossess  loan  cotton  prior  to  the  loan 

expiration  date  at  a  price  equal  to  the  price  at  which  CCC  is  willing  to  Mil 

ciimparable  cotton  from  its  stiK-ks. 

We  believe  establishment  of  an  anniversary  loan   (we  recommend  that  the 

loan  extend  14  months  from  date  of  dlchursement)    and   adoption   nf  pollde? 

consistent  with   these   recommendations  would   offer   the   followlDg  tieoeSts  to 

Ilip  industry; 

All  cotton  will  he  available  to  all  cui^tomers  at  reasonaI>e  and  ^talik 
prici'S : 
Reasonable  protection  will  he  affordeil  producer  income: 
VCC  costs  In  eonnetcion  with  acquisition  and  resale  of  cotton  will  be  kept 
to  a  minimum  :  and 

I'roduccrs  will  l)e  Eiven  an  increased  role  tn  cotton  market  decisions. 
A  full  discussion  of  this  i>art  of  TACPO" !•  propaial  would  he  technical  »nd 
lenetby.  Complete  detnllR.  however,  are  avallabe  to  any  member  of  the  Com- 
mittee on  request,  and  we  will  lie  hapiiy  to  work  with  the  Committee  and  TSDA 
in  development  of  leirlslative  laneimge  to  implement  the  proposal. 
The  Chairm.^x.  Did  you  np|>eiir  l)efore  the  House? 
Mr.  Pate.  Yes,  sir:  we  did.  It  was  December  2. 
The  CiiAiRMAX.  Your  testimony  was  on  this  line! 
Mr.  Pate.  Yes,  that  is  correct. 
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The  CHAmuAN.  From  what  I  can  understand,  the  House  cannot  ^ss 
a  bill  unless  there  is  a  limitation  on  the  payments  of  some  kind.  Did 
you  give  serious  thought  to  that,  as  to  how  it  might  be  done  in  order 
to  get  a  bill? 

Mr.  Pate,  Yes,  sir;  we  have  given  serious  consideration  and  thought 
to  this  matter,  Senator  Ellender,  and  we  have  been  told  the  same 
thing  many  times,  that  it  was  not  possible  for  a  bill  to  be  passed 
without  limitations  in  the  House. 

It  is  our  position  that  limitation  of  payments,  as  we  stated,  is  not 
a  fair  and  equitable  thing.  We  have  been  asked  on  numerous  occa- 
sions which  particular  proposal  we  might  favor  as  a  scale  for  limita- 
tions. This  IS  somewhat  incompatible  to  our  thinking;  we  feel  that 
those  Members  of  Congress  that  are  going  to  be  submitting  limitation 
of  payments  proposals  are  Members  of  Congress  that  we  have  no 
rapport  with,  and  consequently  we  have  not  tried  to  develop  a  specific 
scale  of  thinking  that  ii  this  is  passed  in  the  House,  we  would  hope 
that  the  Senate  version  of  the  agricultural  bill  would  not  include 
limitations  of  payments.  And  that  whenever  it  is  necessary  to  face 
this  issue  headon,  we  will  be  prepared  to  face  it. 

The  Chairman.  That  might  be  too  late. 

Mr.  Pate.  It  very  well  could  be,  sir.  It  is  a  matter  of  strategy 
judgment. 

The  Chairman.  Well,  it  is  a  matter  tliat  the  Senate  has  been  able 
to  cope  with  in  the  last  several  years. 

Mr.  Pate,  Yes,  sir. 

The  Chairman.  But  we  have  been  told  without  any  if  s  and  ands,  that 
unless  it  is  authorized  in  the  legislation,  the  House  will  not  pass  the 
bill. 

That  is  the  challenge. 

Mr.  Pate.  I  see. 

TJie  Chairman.  That  is  why  I  believe  it  is  necessarv  that  some 
thought  be  given  by  the  cottongrowers  as  to  some  equitable  limitation 
pavraents. 

Mr.  Pate.  Yes,  sir. 

The  Chairman.  So  that  is  the  problem,  Xo.  1. 

Now,  you  stated  that  the  loan  should  be  90  percent  of  the  last  3 
years'  average? 

Mr.  Pate.  Two  years. 

The  Chairman.  Two  years. 

Mr.  Pate.  Yes,  sir. 

The  Chairman.  Two  years'  average. 

Would  you  make  it  so  the  foreign  mills  buy  as  cheaply  as  they  can 
locally?  Because  as  it  is  now,  there  has  been  a  suggestion  made  that 
the  foreign  mills  pay  from  3  to  4  cents  a  pound  more  because  of  the 
freight  differentials. 

Mr.  Pate.  Yes,  sir. 

The  Chairman,  And  that  has  been  the  cause  of  us  not  selling  more 
cotton  abroad-  "WHiat  is  your  feeling  about  that  ? 

Mr.  Pate.  Well,  Senator  Ellender,  I  feel  that  there  is  really  no 
purpose  to  be  ser\-ed  in  lowering  the  cost  of  the  cotton  to  domestic 
mills,  that  there  would  be  no  appreciable  increase  in  consumption 
by  lowering  cost. 

The  Chairman.  I  am  talking  about  foreign. 
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Mr.  Pate.  From  a  foreign  standpoint,  certainly  in  the  past  we 
have  priced  oui-selves  out  of  the  market  on  occasions,  but  at  the 
present  time  we  see  curbing  of  the  expansion  of  forei^i  production. 
And  in  some  instances,  a  decrease.  We  feei  tiiat  there  is  no  need  for 
any  material  lowering  of  price  in  the  foreign  markets  to  retain  or 
in  fact  to  increase  our  markets,  particularly  with  some  pnanotional 
efforts  of  the  nature  I  was  describing  on  the  domestic  scene,  also  to 
apply  in  the  foreign  markets. 

The  Chairman.  Now,  sliould  all  of  the  promotion  costs  be  ussumed 
by  the  Federal  Government? 

Mr.  Pate.  No,  sir,  I  do  not  feel  that  they  should  be.  Of  coune, 
presently  the  producer  is  putting  a  dollar  per  bale,  or  approximately 
$10  million  into  this  program,  and  we  feel  that  certainly  there  is  a 
justihahle  reason  for  the  producer  to  continue  to  contribute  to  the 
piwram. 

"Die  Chairman.  Would  you  consent  to  a  greater  per  bale  than  a 
dollar  in  orderto  obtain  the  goal  you  seek  ? 

Mr.  Pate.  Senator  Ellender,  I  feel  there  is  a  great  need  for  this  pro- 
gnmi,  and  if  it  is  justifiable  and  in  the  national  interest  to  let  the  17.3. 
Government  spend  in  the  neighborhood  of  $800  or  $900  million  per 
year  for  a  cotton  program,  that  one  of  the  best  investments  that  t£ey 
could  make  would  be  to  add  a  few  additional  million  to  go  into  % 
program  to  help  the  cotton  industry  become  more  self-reliant. 

The  Chairman.  Now,  that  would  meet  with  another  objecdtHi 
to  this  bill,  that  the  i>re.>^cnt  bill  costs  too  much. 

Mr.  Pate.  Yes,  sir. 

Tile  Chairman.  There  is  opposition  from  that  standpoint.  And  it 
is  my  belief  that  any  additional  costs  would  be  resisted  and  wtjuU 
probably  make  it  less  possible  for  us  to  enact  an  overall  farm  bill- 
Now,  we  have  this  so-called  bill  that  has  been  prepared  and  snb- 
mitted  by  27  orf!:anizations.  And  if  that  were  approved,  the  additional 
cost  of  the  program  will  be  from  $500  to  $600  million.  And  when 
there  is  opposition  to  the  present  $S00  or  $900  million  now  expended, 
I  am  just  wondering  how  much  further  can  we  go  without  meeting  a 
situation  where  we  may  not  get  a  bill  at  all. 

Mr.  Pate.  I  appreniat«  your  statement. 

The  Chairman.  That  is  what  we  ai-e  faced  with. 

Mr.  Pate,  Wc  realize  the  seriousnes.s  of  the  economic  condition  of 
the  producer  in  this  country.  We  also  feel  that  we  realize  somewhat 
the  situation  here  in  Washington,  and  we  feel  t.hAt  there  will  be  » 
reduction  in  the  cost.  But  we  would  trust  that  this  market  expansion 
program  would  lie  given  serious  consideration  as  it  has  been  g^ven 
serious  consideration  in  the  I>e|«irtmpnt'K  proposals,  and  they  pro- 
pose that  there  W.  a  $10  million  fund  allocated  for  this  type  of  a  pro- 
gram in  their  proposals. 

Wo  would  liojiG  that  there  would  be  certainly  consideration  pvea 
in  any  pi^gram.  at  anv  level  of  expenditure. 

The  CiiAiiisiAN.  "\Vell,  some  are  sup^jesting  that  out  of  the  present 
cost  to  the  GovemiTieiit,  we  deduct  part  of  that  in  order  to  do  the  pro- 
motion you  are  sjxjakingof. 

Mr,  Pat?:.  Yes,  sir. 

The  Chairman.  What  do  you  think  of  that ! 

Mi:  Pate.  I  feel  that  if  you  have  an  index  of  calcnlating  the  cost 
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of  producti(m,  and  incorporated  in  that  index  is,  say,  a  3  to  5  percent 
level  for  market  expansion  purposes,  that  this  would  be  well. 

The  Chairman.  Now,  with  respect  to  the  parity  concept,  I  think 
this  committee  will  probably  go  along  with  that. 

Mr.  Pate.  Very  good,  sir. 

The  Chaibman.  We  are  hopeful  of  it. 

Mr.  Pate.  Yes,  sir. 

The  Chairman.  Since  other  commodities  will  be  based  on  the  parity 
concept,  I  do  not  see  why  cotton  should  be  left  out, 

Mr.  Pate.  I  certainly  agree. 

The  Chairman.  Now,  this  65  percent  that  we  now  have^  I  think 
tiiere  is  included  the  payment  made  to  keeping  cotton  out  of  prodoc- 
tion.  Will  you  be  satisfied  with  the  same  program  in  respect  to  parity 
concept  that  you  have  in  the  present  law  ? 

Mr.  Pate,  Yes,  sir. 

The  Chairman.  Any  questions? 

Senator  Talmadoe.  Mr.  Pate,  liudge  from  your  testimony  that  what 
you  and  the  cotton  producers  of  Texas  favor  is  substantially  the  pres- 
ent law  with  a  minimum  of  amendments ;  is  that  right  ? 

Mr.  Pate.  Well,  we  feel  that  there  should  be  alterations  to  the  pres- 
ent law.  I  think  that  our  proposals  could  work  within  the  framework 
of  the  act  of  196ft,  and  by  die  same  token,  I  feel  our  proposals  could 
act  witliin  the  framework  of  the  administration's  proposals,  which 
were  alterations  and  left  discretion  to  the  Secretary  of  Agriculture^ 

Senator  Talmaixje.  I  think  the  chairman  has  pointed  his  finger  at 
the  most  serious  problem  that  faces  this  committee  and  the  Senate 
about  getting  a  bill,  and  that  is  the  limitation  of  payments. 

I  wish  you  would  put  your  best  thought  to  that  and  advise  our  staff 
as  to  what  you  think  would  he  a  proper  solution,  if  some  limitation  is 
required  in  order  to  get  a  bill. 

It  is  necessary,  you  know,  to  have  legislation  by  both  the  Senate  and 
the  House,  and  approval  by  the  President  before  you  can  get  a  bill. 

Mr.  Pate.  Yes,  sir.  We  are  ^ving  this  matter  an  in  depth  study  at 
the  present  time.  We  would  nave  no  desire  to  have  any  credit  for 
authorship  of  a  limitations  of  payments  proposal,  but  then  we  also 
face  realities. 

Senator  Talmadge.  You  heard  the  suggestion  of  Dr.  Sayre  of  the 
Cotton  Council! 

Mr.  Patb.  Yes,  sir. 

Senator  Talmadoe.  Have  you  given  that  any  thought! 

Mr.  Pate.  Ye6,tosomedegree. 

Senator  Talkadoe.  Do  you  have  any  reaction  on  it! 

Mr.  Pate,  Speaking  on  which  aspect^  sir? 

Senator  Talmadoe.  He  wanted  to  issue  some  sort  of  certificate  on 
the  cotton,  apparently  to  be  paid  by  CCC. 

Mr.  Pate.  Yes,  sir,  we  have  felt  that  there  was  certainly  some  merit 
in  the  payment  going  to  the  Commodity,  rather  than  the  producer. 

Senator  Talmadoe.  No  further  questions,  Mr,  Chairman. 

Senator  Joiu>an.  As  you  know,  there  has  not  been  enough  money, 
but  there  has  been  quite  a  little  monej'  spent  in  trying  to  help  the 
producer  to  produce  cotton  cheaply,  that  is,  more  pounds  per  acre  and 
better  grade,  too. 

One  of  the  things  that  is  being  agitated  right  strongly  now  is  the 
use  of  pesticides  and  DDT  and  allsoits  of  things,  which  are  now  being 
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used  extensively  for  killing  boll  weevil  and  killing  the  grass  and  other 
things. 

Should  that  be  outlawed  ?  What  would  that  do  to  the  cotton  farmer! 

These  chemicals  have  lieen  a  great  boon  to  him  and  tlie  foliage  also. 
You  are  well  nwiire  of  that. 

Mr.  Pate.  Vou  are  quito  ripht,  Senator  Jordan,  and  this  could  create 
some  very  serious  pm)lt'nis.  We  do  have  a  committee  within  TAPCO 
that  is  working  on  this  matter  at  (he  present  time,  and  we  are  trying 
to  make  an  in-iiepth  study  of  the  matter. 

W'&  realize  Agriculture's  resi>nnsil)ility  to  society  in  genei'al,  but  also 
we  can  foresee  the  real  problems,  grave  problems,  tliat  could  be  created 
if  these  tilings  were  outlawed. 

Senator  Joboan,  I  am  glatl  you  are  working  on  thatj  because  a  few 
years  ago  when  there  was  a  great  thrust  made  m  that  direction  to  help 
tlie  faniipr,  not  only  of  cotton  but  for  all  of  the  other  groups  on  which 
these  jjcHticides  were  used. 

Of  coui-se,  I  cau  understand  you  cannot  ix>ison  a  lot  of  jjeople,  fish, 
and  other  things  over  this,  and  I  think  it  is  an  important  thing  to  study. 

What  is  the  avera^  length  of  cotton  in  Texas?  What  is  your  short 
and  long  staple,  which  I  would  think  has  some  bearing  on  cotton  tor 
domestic  use,  in  particular? 

Jlr.  Pate.  Within  the  State  of  Texas  we  have  virtually  every  con- 
dition you  have  across  the  belt,  as  far  as  producing  cotton.  We  pro- 
duce ctrtton  from  sea  level  to  4,000  feet,  and  produce  it  in  areas  thrt 
liaie  au  aiinual  i-ainfnll  of  7  to  55  inches.  So  we  have  virtually  the 
whole  spread,  the  qiialities  and  conditions,  within  our  State. 

Senator  .Fokdan.  This  is  no  reflection  on  your  State,  but  at  one  time 
there  was  a  tremendous  amount  of  cotton  raised,  what  we  calL  dog- 
tail,  aud  tjiei-e  was  not  much  of  a  market  for  it  anywhere.  It  was 
jjretty  well  disiwsed  of,  and  it  was  a  terrific  loss. 

Are  you  still  protlucing  that  type  of  cotton  ?  Are  you  producing  a 
cotton  that  is  good  enough  to  warrant  the  American  manufacturers 
to  buy  it  and  use  it? 

Mr.  Pate.  Senator  Jordan,  I  think  that  the  records  of  the  present 
Ommotlity  Ci"edit  Corporation  stocks  would  indicate  that  tliere  is 
very  little  Texas  cotton  in  those  stocks.  We  have  the  good  fortune  of 
the  situation  being  turned  completely  around.  Our  size  cotton  is  pri- 
marily the  type  cotton  that  is  now  sold,  and  cotton  from  other  areas 
is  going  at  a  loss. 

Senator  Curtis.  What  is  the  difference  between  your  cotton  and 
other  cottons^ 

ilr.  Patk.  ^\>  do  hiive  virtuallv  all  types  of  cotton,  but  we  do  have, 
of  course,  a  very  snbi^tantial  tiortiou  of  our  cotton  grown  in  areas  that 
produce  the  shorter  st  ajjle  or  lower  priced  cottons. 

Aud  it  seems  as  I  hough  there  is  more  emphasis  totlay  being  put  on 
the  |»rice,  just  the  baw  i)hysical  price  of  cotton,  rather  than  the  quality, 
is  our  observation.  Tlie  |>hysical  price. 

.Senator  Tai.madge.  Would  the  gentleman  yield  ? 

Senator  Ctutis.  Yes. 

Senator  TAT.MAnoK.  Has  there  been  a  payment  differential  on  the 
length  of  staple  instituted  ? 

Mr.  Pate.  You  mean  premiums  and  discounts  within  the  law!  Yes, 
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Senator  Talmadoe.  Didn't  that  do  a  great  deal  to  stop  the  growing 
of  this  short  staple  cotton,  15, 16  inches? 

Mr.  Pate.  Well,  sir,  in  my  particular  area  whicli  is  the  High  Plains, 
we  made  a  great  effort  to  upgrade  the  quality  and  the  staple  length  of 
our  cotton.  However,  the  cotton  selling  most  readily  today  is  the  snorter 
staple,  lower  grade  cotton,  with  tlie  ciieaper  physical  price. 

The  Chairman.  Thank  you. 

Senator  Curtis? 

Senator  Curtis.  That  is  all. 

The  Chairman.  Formerly  the  price  was  based  on  seven-eighths  of  an 
inch  and  now  it  is  on  an  inch.  Are  you  telling  us,  with  this  1  inch  to 
start  from,  that  is  going  up  or  down,  that  it  has  not  discouraged  pro- 
duction of  short  cotton  ? 

Mr.  Pate.  The  situation  as  of  2  or  3  years  ago  certainly  did  dis- 
courage the  production  of  the  shorter  staple  cotton,  but  that  has  been 
reversed  at  tlie  present  time.  And  this  cotton  is  the  cotton  that  sells 
most  readily. 

The  Chairman.  You  mean  the  short  staple  ? 

Mr.  Pate.  Yes. 

Tlie  CuAiRsrAN.  Because  it  is  cheaper  ? 

Mr,  Pate.  Yes,  sir ;  because  of  the  lower  physical  price. 

The  Chairman.  And  has  that  encouraged  more  production? 

Mr.  Pate.  There  is  a  tendency  to  allude  back  to  the  shorter  staple; 
yes.  sir. 

The  Chairman.  There  is  one  question  I  left  out.  We  had  a  few  wit- 
nesses here  to  testify  that  they  are  not  satisfied  with  payment  on  pro- 
jected yields.  They  advocate  it  on  actual  yield, 

^\niat  is  your  view  as  to  projected  yield  ? 

Mr.  Pate.  Our  position.  Senator  Ellender,  is  that  it  would  be  more 
desirable  to  have  the  payment  made  on  actual  yields,  if  there  was  an 
adequate  insurance  program. 

The  Chairman.  Adequate  insurance 

^^r.  Pate.  Yes,  sir;  Federal  property  insurance  program. 

The  Chairman.  I  am  on  that  committee,  too,  and  that  is  going  down 
in  the  hole. 

Mr.  Pate.  Yes,  sir;  at  the  present  time  it  is  going  the  other  way. 

The  Chairman.  It  has. 

It  has  cost  the  Government  millions  of  dollars,  and  those  are  addi- 
tional costs  that  are  being  paid  for  in  order  to  help  the  farmers. 

yiv.  Pate.  Yes,  sir;  and  we  see  no  hope  this  program  is  going  to  be 
expanded,  so  in  tliat  light  we  take  the  position  that  the  payment  should 
be  placed  on  a  rolling  base,  perhaps  a  3-year  average  of  a  man's  actual 
yields,  with  possibly  some  disaster  provisions  incorporated. 

The  C  HAiRMAN,  That  is  what  we  have  in  the  law  now. 

Mr.  Pate.  Not  precisely,  sir.  We  feel  that  this  should  be  pinned  more 
definitely  to  a  man's  actual  production  on  his  farm. 

The  Chairsian.  Well,  the  projected  yields  are  based — is  it  on  2-  or 
3-year  production  ? 

Mr.  Henry  .T.  Casso  (committee  economist).  What  he  is  saying  is 
tlie  -"J-yoar  average,  there  would  be  no  differential  based  on  projection. 

Mr.  Pate.  That  is  right.  At  the  present  time,  in  many  cases,  people 
are  not  required  to  submit  actual  production  to  liave  tlie  projected  yield 
allocated. 

Tiie  Chairman.  The  testimony  that  was  produced  here  shocked  me 
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a  litle  bit,  in  that  some  large  corporations  in  my  Stat*  bought  land  in 
order  to  plant  trees,  and  on  the  land  they  bought  there  were  quite 
a  few  cotton  farms  here  and  there.  And  tiiey  leased  this  out,  and  tnere 
was  no  seriouH  effort  made  to  produce  cotton. 

They  had  to  pknt  it,  but  there  was  no  effort  made  to  grow  it,  but  yet 
f  hey  put  paid  on  projected  yields. 

Mr,  Pate,  Ye?,  sir, 

Tlie  (  'hairmax.  Now,  to  me  that  is  wrong. 

Air.  Pate.  I  agree  totally. 

The  Chairman.  We  ought  to  find  some  way  to  prevent  that. 

Mr.  Pate.  We  feel  that  our  proposal  would  prevent  that.  Because 
your  base  would  be  computed  on  your  actual  yields  for  the  past  year's 
production. 

The  Chairman,  And  on  each  farm  t 

Mr.  Pate.  Yes,  sir. 

The  Chairman.  Actual  yield  from  each  farm ! 

Mr.  Pate.  Yes,  sir. 

The  Chairman.  And  not  average  for  the  whole  community. 

Mr.  Pate.  No,  sir,  individual  firm. 

The  Chairman.  I  see, 

Senntor  Cttrtis.  Is  that  difficult  to  ascertain  ? 

Mr.  Pate.  I  think  it  would  be  difficult  at  the  present  time,  because 
thei-c  has  not  been  the  requirement  in  each  and  every  county  that  actual 
yields  l»  submitted  on  each  individual  farm.  There  would  have  to  be 
a  phase  in  period,  so  to  speak.  This  requirement  would  have  to  be  made 
nmndatorj',  startinc  immediately,  and  there  would  have  to  be  acme  sort 
of  ft  phase  in  period. 

lint  we  could  come  to  it  within  a  relatively  short  period  of  time. 

Senator  Jordan,  If  the  g:entlemen  would  yield,  that  is  not  a  diffi- 
cult thing  to  do,  Mr.  Chairman,  because  the  tobacco  production  now 
is  based  actually  on  that.  You  have  your  pound  age- acreage  bill  which 
has  passed,  and  each  farmer  who  sells  his  crop  knows  exactly  how 
many  pounds  are  on  that  farm,  every  one  of  them.  There  is  no  prob- 
lem at  all.  It  is  recorded  in  the  ASC  office,  and  it  is  a  matter  of  report- 
ing. That  is  all.  It  just  has  not  been  done,  but  it  would  not  be  a  new 
thing  in  the  Department  of  Agriculture. 

The  Chairman,  I  think  the  method  ought  to  be  dianged  so  that 
people  will  get  paid  on  what  they  actually  produce  and  not  just  make 
believe  they  are  going  to  plant  or  not  plant,  but  be  paid  on  the  actual 
yields,  instead  of  these  projected  yields, 

Mr.  Pate.  "We  certainly  agree. 

The  Chairman.  All  right,  any  further  questions! 

Anything  else  you  desire  to  add  f 

Mr.  Pate.  No,  sir;  I  believe  not. 

Senator  Cubtib.  Mr,  Chairman,  I  would  like  to  ask  you  a  question 
to  clarify.  You  know  I  am  new  to  this  committee. 

This  problem  that  you  have  been  discussing  about  drawing  a  pay- 
ment with  no  actual  production 

The  CnAiRsrAN,  Tliere  is  production  but  it  is  a  make-believe  pro- 
duction. 

Senator  Ctnms.  Yes.  But  that  cannot  happen  to  any  other  com- 
modity other  than  the  cotton  program,  is  that  not  right  ? 

The  Chairman.  I  do  not  know ;  I  doubt  it. 

Senator  Odbtis.  I  do  not  know  how  it  could  liappen. 
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Mr.  Pate.  Yea,  sir;  other  commodities  have  projected  yields  also. 

The  Chairman,  Ab  I  recall,  all  are  based  on  projected  yields. 

Senator  CcKna.  But  the  payments  are  such  that  1  do  not  think  it 
becomes  effective,  but  I  will  not  delay  on  that. 

The  Chairman.  I  did  not  realize  until  this  week  that,  based  on 
proiected  yields,  we  had  quite  a  few  fanners'  tenants  and  they  simply 
made  an  effort  to  grow  cotton  but  never  pursued  it  as  they  should,  and 
yet  they  got  paid  on  a  projected  yield,  yields  they  did  not  produce.  So 
there  is  room  for  a  lot  of  rascality  there  and  we  want  to  try  and  stop 
it  if  we  can. 

All  right,  thank  you. 

(Supplemental  stateanents  filed  by  the  Plains  Cotton  Growers  are 
as  follows:) 

Lubbock,  Tei.,  March  i.  1910. 
Hon-  Allen  Ellerdkr, 
TJM.  Senate, 
WatMngton,  B.C. 

D&AB  Senator  Ellender:  The  poeltioa  of  Plains  Colton  Growere,  Inc.  with 
Kg&rd  to  a  cotton  program  for  1971  and  subsequent  years  was  borne  out,  gea- 
erally.  In  the  testimony  given  to  the  Senate  CMomittee  on  Agricnltnre  and 
ForeBtry  by  the  Texas  Association  of  Cotton  Producer  Organizations,  of  which 
vre  are  a  member. 

However,  PC6  legislative  policy  is  a  bit  more  explicit  on  some  of  tbe  points 
mentioned  by  TACPO,  and  also  includes  a  few  points  omitted  by  TACPO  either 
in  the  Interest  of  time  or  because  the  organization  has  not  adopted  a  firm 
portion. 

Enclosed  for  your  information  Is  a  copy  of  the  PCG  newsletter  of  F^mary  20, 
outlining  the  full  PCG  l^slatlve  policy. 

We  especially  Invite  your  attention  to  Item  1  which  deuls  with  the  need  for 
retaining  marketing  quotas ;  Item  2  on  a  single  allotment  system ;  Item  6  regard- 
ing land  diversion  and  the  need  for  producer  compensation  therefor;  Item  6, 
which  sets  out  a  formala  for  determining  farm  yields  on  which  payments  are 
to  be  made,  and  Item  9  concerning  the  method  for  finding  farm  programs. 

Please  acc^  our  appreciation  for  your  time  in  hearing  TACPO  testimony  last 
week,  and  please  call  on  ns  at  any  time  we  can  be  of  help  In  arriving  at  a  work- 
able farm  program. 
Sincerely, 

Donald  A.  Johnson, 
Executive  Vice  Presldenl,  Plaint  Cotton  Orotcera. 

Cotton  Talks 
Fbom  Plains  Cotton  Growers,  Inc. 

Lubbock,  Friday,  February  20, 1970. 

Plains  Cotton  Growers,  Inc.  last  week  took  a  firm  stand  on  each  of  10  points 
referred  to  by  PCG  ofllclals  as  "the  real  gut  Issues"  In  a  government  cotton  pro- 
gram for  1971  and  future  years. 

The  PCG  Board  of  Directors,  with  two  elected  members  from  each  of  25  High 
Plains  counties,  adopted  the  organization's  legislative  policy  at  a  4^  hour  session 
in  Lubbock  February  16. 

PCG  President  Donnell  Echols  of  Lamesa  said  of  tbe  policy  "Essentially  we 
are  sticking  pretty  close  to  the  kind  of  cotton  program  contained  In  present  law, 
but  I  think  we  are  suggesting  some  changes  which  will  definitely  serve  the  Inter- 
ests of  High  Plains  cotton  producers,  both  for  the  Immediate  and  the  long  range 
future." 

The  cotton  producer  group's  policy  covers  marketing  quotas,  allotments,  loans, 
payments,  acreage  diversion,  yields,  payments  limitation,  allotment  transfers, 
federal  appropriations  and  research  and  promotion. 

The  POO  position  on  each,  together  with  some  of  the  Board's  reasoning, 
follows. 

1.  "Tbe  marketing  quota  concept  should  be  retained." 
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While  Secretary  of  Asrlcnltiire  Clifford  Ilardln  bus  recommended  doing  »ir%j 
with  markctinR  quotas  and  the  attendant  penalties  for  overplanttn^.  [^G  be- 
lieves f|Uota»  are  necessary  to  protect  the  land,  reoearcb  and  promotion,  equip- 
ment uiid  r)tlipr  investments  made  over  the  yesirs  by  prew-nt  allotment  holders. 

It  wax  iKfte<l  that  the  value  of  present  allotments  has  been  capltallied  Into  tlie 
value  of  land,  and  the  removal  of  produetlon  controls  could  cause  a  seriooB  drop 
in  land  prices  where  cotton  production  la  a  major  enterprise. 

If.  "There  should  be  a  single  allotment  system,  with  payments  made  on  total 
allotments  that  are  sufficient  to  produce  adequate  siipplies  for  domestic  and  export 
niarket.i  pins  n  carryover  of  not  less  than  T  million  bales ;  provided  that  needed 
prMluction  for  export  markets  should  not  be  deemed  less  than  6  million  tMka 
I)or  year." 

The  current  progrnm  offers  production  incentive  payments  only  on  a  "domesdc" 
iillotment,  leavinn  prodiicers  with  a  choice  as  to  whether  they  produce  aftore 
that  acreage,  at  world  market  prices  well  below  production  costs.  POO  feds  it  Is 
iie<'essary  to  linve  a  single  allotment  system  to  assure  adeqnate  production  for  all 
nmrkets  und  to  assure  that  producers  will  be  i>roperIy  compensated  for  all 
priKlurtlon. 

:i.  "The  lonn  rate  should  be  placed  at  00  percent  of  the  world  market  price 
for  the  preceding  two  years." 

I'resent  Inn*  sets  the  loan  level  "not  in  excess  of"  at  M  percent  of  the 
"estimated''  world  market  prk«,  with  the  estimating  done  by  the  SeCTetair 
of  Aftricnlture.  Dlscus.>iion  by  the  PCG  Board  brought  out  that  under  present 
conditions  the  low  loan  level  is  necessary  to  make  cotton  competitive  with  man- 
made  fibers  and  with  foreign  growths.  But  made  it  Clear  that  the  loan  plat 
price  support  imyments  should  be  tied  to  a  minimum  percentage  of  parity  to 
protect  producer  income. 

4.  "I'rlce  support  payments  xhould  be  made  on  production  from  a  single  allot- 
ment at  fl  rate  which,  when  added  to  the  price  support  loan,  will  equal  no  le« 
than  05  percent  of  parity." 

This  posilton  is  similar  to  provisions  in  the  current  program,  but  Is  directly 
opposed  to  the  Administration's  proposal  that  the  parity  concept  be  abandoned. 
In  view  of  incrcaaing  prices  for  agricultural  inputs  and  other  factors,  the  pro- 
ducer group  feels  their  income  must  be  tied  to  some  tangible  minimum  rathH' 
than  left  to  the  discretion  of  the  present  or  some  future  Secretary  (tf  AgricnltOK. 

f).  "When  producers  are  required  to  divert  income-producing  land  from  piodne- 
tlon,  they  should  be  adequately  compensated  for  the  cost  of  inalntainlng  mcb 
land,  the  taxes  and  interest  they  have  to  pay,  and  for  loss  of  income  by  reawa 
of  such  dlTersion." 

Current  law  stipulates  a  payment  to  producers  for  mandatory  diversion  of  land. 
And  while  the  PCG  Board  recognized  the  necessity  for  protecting  this  Income. 
they  expressed  a  preference  that  compensation  be  made  as  a  part  of  payments 
made  on  cotton  produced  rather  than  directly  on  dlTerted  acreage. 

6.  "For  the  years  IUTI,  1072  and  1073  producers  should  be  given  a  choice  of 
iMising  price  supjiort  payments  on  the  projected  yield  established  for  the  fam 
in  10(10  i>T  on  the  actual  farm  yield  for  the  crop  year  preceding  the  year  In  whlcli 
the  yield  is  cstnlilished ;  for  1074  and  subseqnmt  years,  producers  should  be  given 
a  choice  of  busing  iiayments  on  the  actual  yield  for  the  crop  year  preceding  the 
year  in  which  the  yield  Is  established  or  on  the  average  actual  production 
from  the  farm  In  any  two  of  the  three  crop  years  preceding  the  year  in  whicli 
the  yield  is  cpitablished." 

The  iiresent  program  hiisi's  pri(w  supjiort  payments  on  "projected  yield",  a 
system  difficult  to  administer  and  one  which  has  not  always  been  equitable.  It* 
Ijopularity  among  producers,  a<rcordiiip  to  Board  discussion,  stems  from  the  fnrt 
it  has  provided  a  measure  of  crop  insurance. 

The  PCG  position  is  designed  to  retain  the  insurance  feature,  offer  added 
Ini-entlve  for  ninximuui  production  to  supply  markets,  and  at  the  same  time 
make  the  system  for  determining  yield-based  payments  more  equitable  for  all 

7.  "There  should  be  no  form  of  limitation  on  payments  that  can  be  made  to 
Individual  producers  under  government  fnrm  programs." 

Thenp  are  no  imyment  limitnfions  included  in  the  present  program,  and  t3>e 
long-sfandlng  PCG  contention  Is  that  a  payment  limit  would  be  discriminatory, 
foreign  to  the  principles  of  n  capitalistic  .«oclety,  and  would  destroy  the  snpidy- 
miinagement  eltecllveness  of  farm  progmma 

8.  "There  should  be  no  restriction  on  sales  or  leases  of  cotton  aUotmeats  within 
a  state." 
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PreBently,  traasfers  outride  a  county  require  a  two-thirds  TOte  tn  the  county 
from  which  the  acreage  Is  to  be  moved.  Tbe  PCG  Board  feels  this  requirement 
Bhoold  be  eliminated  to  permit  individual  producers  to  better  manage  their  aaaeta 
and  to  permit  cotton  allotments  to  move  into  areas  where  they  will  be  properly 
utlliKed. 

9.  "Farm  programs  should  be  funded  in  the  future  as  In  the  past,  with  payments 
made  from  CCG  capital  funds  obtained  by  borrowing  from  the  Treasury  before 
passage  by  Cougreee  of  ita  annual  appropriations  bill." 

The  Administratiou  has  proposed  that  x>aymentH  be  made  from  appropriatloua 
approTed  by  Congress  annually,  in  advance.  This  was  considered  completely 
unacceptable  to  Plains  producers.  Producers  at  planting  time  would  not  know 
whether,  or  to  what  extent,  payments  would  be  forthcoming.  Forward  planning 
and  financing  would  be  rendered  almost  impossible,  and  such  a  procedure  would 
be  tantamount  to  the  necessity  for  passing  a  farm  program  every  year. 

10.  "A  percentage  should  be  added  by  U3DA,  as  a  legitimate  part  of  cotton 
production  costs,  to  producer  price  support  payments  and  this  amount  should  be 
remitted  to  the  Cotton  Board  or  to  a  simitar  producer  controlled  organlzaUon  for 
the  purpose  of  carrying  out  an  improved  and  expanded  cotton  marketing  effort, 
including  product  development  research  and  promotion." 

PCG  feels  ttie  cotton  industry  can  become  self-reliant  only  through  an  ex- 
panded, more  comprehensive  marketing  effort  And  since  it  is  standard  business 
procedure  to  include  marketing  outlays  as  a  part  of  production  coste,  tUa 
cost  for  the  cotton  industry  should  be  a  part  of  producer  payments  which  puriwrt 
to  make  up  the  difference  between  market  prices  and  production  costs. 

Following  the  policy  development  meeting  d  the  PCG  Board,  Echols  said :  "The 
staff  and  officers  will  be  working  constantly  over  the  coming  months  to  get 
these  provisions  incorporated  into  a  new  cotton  program.  If  we  are  successful 
to  any  extent  at  all  I  think  we  will  have  done  a  sigual  service  to  the  PCG 
membership." 

LXTBBOCK,  Tes.,  March  i,  1970. 
Hon.  Allen  Ellen der, 
V.S.  Senate, 
Washington,  DC. 

Dbab  Senator  Ellendeb;  In  connection  with  the  testimony  of  the  Texas  As- 
sociation of  Cotton  Producer  Organizations  given  to  tlie  ijeuate  Conimittce  on 
Agriculture  and  Forestry  last  week  by  Mr.  Joe  B.  Pate,  Jr.  of  Lubbock,  Mr.  Pate 
was  a.-iked  if  the  Texas  High  Plains  was  "still  producing  the  short  staple,  unde- 
sirable cottons".  And  while  Mr.  Pate  did  a  good  lob  of  answering  the  question 
orally.  I  thought  you  might  like  to  have  the  answer  in  writing  and  in  greater 
detail. 

As  to  the  undeslrablttCy  of  short  staple  cottons,  you  will  note  from  the  enclosed 
February  20  report  on  cotton  available  for  sale  from  CCC  stocks  that  only  3S,020 
bales  of  cotton  stapling  an  inch  or  below  remain  unsold.  And  of  course  this  figure 
iDCludes  all  such  cotton  produced  and  tendered  to  CCC  since  the  beginning 
of  the  loan  program.  It  would  seem  to  prove  conclusively  that  tho.«e  in  the  |)ast 
wbo  labeled  such  cotton  as  "undesirable",  "unusable",  "unspinnable"  and  a  "mill- 
stone about  the  industry's  neck"  were  in  serious  error.  In  view  of  the  charges 
leveled  at  High  Plains  cotton  over  the  years  the  question  was  certainly  under- 
standable. But  we  want  there  to  be  uo  mistake  alxiut  the  answer. 

On  the  .itaple  Of  cotton  now  being  grown  on  the  High  Plains,  through  improved 
varieties  and  cultural  i>ractlces  our  growers  have  made  truly  great  pro)(ress 
toward  longer  staples.  As  recently  as  1963  only  2.0';&  of  our  cotton  .''itapled  an 
inch  or  longer.  From  lOtUt  lhrou).'h  IDGU  the  percentage  stapling  ai>  Inch  or  more 
st«adi1v  increased,  being  5.8%  iu  1064,  8.2%  in  1905, 13.3%  in  1966,  30%  tn  1067 
and  67.7%  in  1968. 

In  1060,  after  experiencing  a  very  sluggish  market  for  the  longer  staples  in 
1968,  some  of  our  producers  turned  back  to  the  shorter  varieties  and  the  total 
cotton  stapling  an  inch  or  longer  dropped  to  a  little  below  47%. 

The  i)oint,  of  course,  is  that  we  are  attempting  to  grow  the  cotton  in  greatest 
demand.  Through  1967  it  api>eared  thnt  the  longer  stapled  cotton  was  our  best 
bet  Now.  wlh  an  actual  shortage  ot  the  siiorter  staples  and  with  short  staple 
cottons  selling  at  the  greatest  premium  orer  loan  values,  we  aren't  so  sure. 

I  hope  these  figures  will  help  to  clarify  the  answer  to  the  coiimjittee's  question. 
Slneerely, 

Donald  A.  Johnson, 
Executive  Vice  Frealdent,  Plains  Cotton  Orowers. 
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The  CiiAiBMAjr,  Mr.  Francis,  jon  may  proceed. 

STATEUISrT  OF  J.  S.  FRANCIS,  JR.,  CHAIRUAIT,  LEOISLATIVE  COM- 
MITTEE, ARIZONA  COTTON  GROWERS  ASSOCIATION,  FEOBIA, 
ARIZ. 

ilr.  Francis.  My  name  is  J.  S,  Francis.  Jr.  I  am  a  cotton  fanner 
and  processor  from  Peoria,  Ariz,,  and  sene  as  the  chairman  of  the 
Arizona  Cotton  Growei-s  Association's  legislativ'e  ccwmnittee.  Our  asso- 
ciation represents  more  tlian  70  percent  of  Arizona's  upland  cotton 
pro<luction, 

Afr.  Cliairman.  I  shonld  like  to  congratulate  you  on  your  January 
27  statement  with  re.spect  to  agriculture.  It  was  most  compi-ehensiTC 
and  accurate.  May  I  assure  you,  Mr.  Chainuan,  those  of  us  m  agricul- 
ture in  tlie  West  are  e.\periencing  many  of  the  problems  so  accurately 
described  in  your  statement. 

Arizona  is  the  fifth  leading  cotton-producing  State  in  the  Xation. 
Almost  30  percent  of  Arizona's  1.2  million  cultivated  aci-es  are  devoted 
to  the  production  of  upland  cotton,  and  this  commodity  produces  more 
tlian  20  percent  of  the  total  agricultural  wealth  generated  each  year  in 
our  State.  It  is  the  foundation  of  our  row  crop  economy. 

Mr,  Cliairman,  we  in  Arizona  have  reviewed  various  proposals  for 
cotton  legislation :  and  we  have  also  leviewed  the  possibility  of  no 
legislation, 

A  return  to  two-price  cotton  certainly  has  some  appeal  for  it  would 
afTord  better  protection  against  pa^-ment  limitations  than  any  other 
tvpe  of  program.  However,  we  in  Arizona  do  not  believe  we  can  afford 
the  market  losses  almost  certain  to  occur  in  the  event  of  a  return  to 
two-price  cotton, 

I  know  of  no  cotton  farmer  in  my  area  opposed  to  extension  of  the 
act  of  lOG.T  as  long  as  such  an  e.xtension  contained  no  payment  limitt- 
tion.  We  understand,  however,  that  an  extension  without  a  limitation 
isbicbly  unlikely. 

With  this  in  mind,  we  have  studied  the  Abemetby  bill,  H.R.  15S93, 
and  the  "set -aside"  proposal  presented  by  the  department.  It  ie  onr 
feeling  that  the  best  interest  of  agricnlture  and  the  Kation  would  be 
well  served  hv  a  combination  of  both  pi-oposals. 

How  might  these  two  proposals  be  combined?  Mr.  Chairman,  I 
would  like  to  offer  a  few  suggestions  in  response  to  that  question. 

Tnder  the  domestic  allotment  and  "set-aside"  concept,  marketinjt 
(|notas  on  upland  cotton  would  be  repealed.  We  are  for  the  repeal  of 
markettng  quotas  but  we  are  fearful  that  the  repealing  of  the  market- 
ing quotas  on  upland  cotton  will,  in  itself,  be  inadequate  as  far  as  pro- 
viding enough  cotton  to  satisfy  onr  raw  cotton  requii-ements.  The 
domestic  allotment  concept,  in  our  judgment,  has  ns  a  major  fanit  the 
potential  of  causing  a  cotton  shortage.  We  fear  that  a  lower  domestic 
allotment,  lower  payment  rate  and  lower  loan  rate,  will  resiUt — even 
without  a  payment  limitation— in  cotton  crops  considerably  smiillH 
than  that  ban-osted  this  past  year. 

This  committee  recalls  well  the  escalation  of  cotton  prices  2  yems 
a  CO— increases  precipitated  to  a  great  deirree  by  fears  of  short  sop- 
plies.  Sound  economic  judgment  tells  ns  that  we  must  be  on  gosrdto 
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prevent  a  recurrence  of  these  conditions.  We  in  Arizona  believe  that 
minimiiun  allotments  are  needed  from  the  producer's  standpoint ;  from 
the  standpoint  of  users;  and  also  from  the  standpoint  of  the  Nation's 
interest  in  maintaining  adequate  production  of  essential  fiber.  A  mini- 
mum allotment  providing  for  a  25-percent  cusliion  above  actual  do- 
mestic consumption  would  give  only  minimal  protection. 

The  provisions  on  sale  of  cotton  allotments  are  excellent,  i.e.,  the 
elimination  of  the  lOO-acre  minimum  and  referendum  requirement  for 
transfer  of  allotments  across  county  lines;  also  the  elimination  of  the 
December  31  deadline.  The  elimination  of  the  marketing  quotas  does 
not  eliminate  the  need  for  the  domestic  allotment  to  mo\'e  to  low  cost 
areas.  This  major  cost-saving  factor  should  be  authorized  and  restric- 
tions should  not  be  made  to  prohibit  a  farmer  from  selling  his  allot- 
ment if  limitations  ai-e  imposed. 

Additionally,  the  leasing  of  cotton  allotments  should  not  be  so 
harshly  terminated.  Many  cotton  producers  cannot  afford  the  capital 
exjjenditure  i-equired  to  buy,  but  can  afford  to  rent.  Would  it  not  be 
fair,  at  least,  to  phase  out  the  leasing  of  allotments  over  a  3-  to  5- 
year  period. 

ON   ALLOTMENT  RETIREMEXT 

The  suggested  total  retirement  of  a  cotton  allotment  in  4  years  by, 
I  assume,  paying  the  producer  the  full  payment  each  year  on  that  por- 
tion of  his  remaining  allotment  could  oe  a  most  significant  step  for- 
ward. We  are  in  complete  agreement  with  this  type  of  retirement — 
provided  the  allotment  is  redistributed  on  a  national  basis— if  n--^"" 


The  suggested  freezing  of  projected  yields  if  we  are  allowed  to  ad- 
just for  abnormal  crop  conditions  would,  in  our  judgment,  have  the 
effect  of  lowering  the  cost  of  production.  It  would  cause  producers  to 
return  to  practices  based  on  dollars  returned  rather  than  pounds  of 
pi-oduction.  It  would,  in  my  Stat«,  reduce  some  skip  row  planting.  It 
would  aid  in  pink  bollworm  control  and,  interestingly  enough,  as  it 
lowered  production  costs,  it  would  reduce  our  borrowing  requirements, 
thereby  leducing our  interest  costs. 

Requiring  farmers  to  idle  acreage  equal  to  his  domestic  allotment 
would  make  little  difl'erence  in  some  instances.  But,  to  the  vast  majority 
of  producersinmyState,  it  would  dogreat  economic  harm  for  it  would 
raise  our  costs.  Taxes,  assessments,  overhead — all  fixed  and  certain 
costs — would  have  to  be  transferred  from  our  set-aside  acres  to  our 
cultivated  acres.  The  set  aside  requirement  should  be  limited  so  that 
it  may  never  exceed  a  maximum  of  33  percent  of  a  producer's  domestic 
cotton  allotment  with  the  additional  proviso  that  would  allow  usage  of 
set-aside  acres  if  the  producer's  payment  is  limited. 

Mr.  Chairman,  we  noted  that  the  department's  proposal  suggests 
that  the  present  method  of  funding  agricultural  pi-ograms  be  changed 
to  require  the  Secretary  to  present  to  Congres'^  annually  the  request  for 
appropriations.  This,  to  us,  contains  the  possible  threat  of  elimination 
of  workable  farm  progi-ams.  We  strongly  oppose  this  provision  of 
the  USDA  proposal  on  the  grounds  that  farmers  need  and  want  the 
opportunity  to  implement  long-range  plans  for  utilization  of  their 
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We  believe  the  proposed  discretionary  authority  for  the  Secretary  to 
set  tlie  loan  at  a  level  between  zero  and  90  percent  of  the  e^imtted 
world  price  for  cotton  is  too  broad.  Would  not  80  to  90  percent  of  tht 
past  2-year  average  world  market  price  be  more  reasonaole? 

With  respect  to  the  piiyment  rate — and  I  would  say  to  you  that  ire  in 
Arizona  like  the  parity  concept.  We  are  fearful  that  we  may  not  be 
able  to  retain  that,  and  feel  that  in  tliat  event  the  cost  adjustment  should 
be  related  then  to  our  cost  of  production.  We  support  that  the  price 
support  payment  should  be  tlie  difference  between  the  ai'erage  cost  of 
production  and  the  average  selHnfj  price  or  loan  level.  This  payment 
must  not  be  limited.  It  will  in  no  way  be  an  income  supplement.  It  n«i«t 
!»  recojjnized  for  what  it  ip.  as  stated  here  this  morning — a  cost  of 
production  allowance.  In  addition,  the  producer's  right  to  as-sign  thest 
payments  nuist  be  maintained  to  prevent  an  impairment  in  the  avul- 
ability  of  credit. 

Cotton's  ultimate  answer — whether  it  is  grown  in  Arizona  or  Ar- 
kansas— depends  on  our  ability  to  produce  a  wanted  and  needed  r«w 
product  at  a  competitive  price,  on  a  continuing  ba^s.  This  can  be  tit- 
coniplished  by  first  our  supporting  a  fully  implemented  and  funded 
cost -cutting  rc,search  program  and  by  some  of  the  other  things  I  hiw 
mentioned  here  today. 

Permit  me  one  final  word,  Mr.  Chairman.  For  iieveral  years  we  hav* 
lived  under  the  uncertain  cloud  of  threatened  limitations  on  pavmentB 
provided  by  the  cotton  program.  We  had  hoped  the  cloud  would  mov* 
on  bringing  about  a  clearer  understanding  of  what  our  situation  really 
is.  Clearly  now  that  cloud  is  alwut  to  bring  another  storm. 

Tn  this  regard.  T  would  merely  point  out  that  a  limitation  at  th« 
$20,000  level  would  make  ineligible  for  payment  in  my  State  alone 
about  lOfi.000  acres  (assuming  a  payment  rate  of  14.73  cents).  If  yon 
consider  our  effective  allotment  of  324,000  acres,  more  than  200^ 
acres  would  become  unqualified  for  payment. 

The  reasons  of  Arizona  cotton  growers  for  opposing  such  a  limiti- 
tion  are  completely  valid  from  an  economic  standpoint. 

What  would  we  do  with  those  acres?  How  would  we  pay  the  taxes 
on  tliem  ?  How  would  we  recoup  lost  income  and  repay  obligations  (J- 
ivjidy  incnri'ed  ?  Tliese  are  questions  that  dc.«en'e  serious  consideration 
before  .such  a  limitation  is  imposed.  That  is  all  we  ask:  serious  con- 
.tiiderntion  of  our  situation  and  condition  before  action  is  taken  that 
coulrl  bring  about  a  5«rious  deterioration  in  our  economic  position. 

Thank  you  for  this  opportunity  to  prefient  our  views. 

The  Chairman.  Xow  this  suggestion,  as  I  understand  it,  of  pnyin? 
cost  of  ]>rodnction  and  supplement  added,  how  could  you  explain  tlut 
as  different  from  income  received  by  farmers!  That  is  the  purpose,  li 
I  imderstand  it,  of  tlie  suggestion  by  you  and  others. 

Mr,  FiiAxci'i.  Ytw.  sir,  Mr,  Chairman.  And  Mr.  Smith  corered  this 
this  morning.  T  should  like  to  conuiient  on  this  matter  of  payment 
limitation,  as  my  ]>prsonal  opinion  and  not  as  a  representative  of  the 
Arizona  cotton  growers,  T  feel  that  this  is  not  the  right  approach.  It 
is  my  personal  opinion  that  the  graduated  scale  of  payment  limita- 
tions, such  as  we  now  have  in  the  sugar  program,  is  the  ri^t  ap- 
proach, and  T  feel  it  is  a  ?ound  appi-oach.  If  the  graduated  scale  is 
gradual  enough.  T  think  that  we  can  preser\-e  our  cotton  indnstrr 
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in  this  country.  I  think  we  can  maintain  fair  land  values  and  have 
workable  farm  programs. 

The  Chairman.  Well,  it  is  easier  said,  but  personally  I  do  not  be- 
lieve it  \Till  work  in  the  same  manner  as  does  the  sugar,  for  the  reason 
that  the  sugar  is  not  an  export  problem,  and  it  would  be  rather  dif- 
ficult to  find  a  formula  to  supply  to  it,  I  do  know  that  cotton  is  about 
the  one  that  would  be  the  most  seriously  affected. 

Mr.  Francis.  Yes,  sir. 

The  CHADtHAN.  As  far  as  feed  grains  and  what,  we  were  told  yes- 
»rday  that  it  would  affect  production  of  about  2  percent  of  all  that 
K0  produce,  and  it  is  not  a  problem,  that  our  problem  lies  with  cotton. 
\nd  I  hope  that  you  folks  can  look  it  over  again,  and  if  any  thoughts 
»me  to  you  as  to  how  best  to  do  it,  let  us  know  about  it. 

Mr.  Francis.  Yes,  sir. 

The  Chairman.  Because  that  is  the  hurdle  over  which  you  have  to 
jump  in  order  to  get  a  bill  out  of  the  House.  I  do  not  thin"k  we  would 
aave  too  much  trouble  in  the  Senate  to  get  the  bill  minus  the  limitaticm 
payments.  But  from  all  that  I  have  been  able  to  gather,  the  House 
(Fill  not  enact  a  bill  unless  there  is  some  kind  of  limitation  of 
layments. 

So  you  have  ample  time  to  study  this  tlirough,  and  if  you  have  any 
idditional  views  on  the  subject,  let  us  have  them. 

Mr.  Francis.  Thank  you. 

The  Chairman.  Any  questions? 

Senator  CiniTis.  Are  you  a  cotton  producer  ? 

Mr.  Francis.  Yes,  sir. 

Senator  Curtis.  How  many  acres ! 

Mr.  Francis.  I  produced  last  year  551  acres  of  export  cotton  for 
s^hich I  received  nopayment. 

Senator  Curtis,  That  was  all  ? 

Mr.  Francis.  Yes,  sir. 

Senator  Curtis.  You  just  produced  for  export  and  on  that  you  take 
rour  chance  ? 

Mr.  Francis,  Yes,  sir.  I  am  not  in  that  business  this  year. 

Senator  Cnrme,  Are  you  going  to  plant  any  cotton  this  year? 

Mr.  Fr.\ncis.  Yes,  sir. 

Senator  Curtis.  What  will  you  plant ! 

Mr.  Francis,  I  will  plant  approximately  430  acres  of  cotton.  I  have 
eased  an  allotment  for  this  cotton. 

Senator  Curtis,  How  old  is  Arizona  as  a  cotton-growing  industry  i 

Mr.  Francis,  The  Indians  grew  cotton  in  Arizona  before  Arizona 
vas  a  State,  As  far  as  a  commercial  industry  is  concerned,  cotton 
ame  into  Arizona  in  the  early  1920's. 

Senator  Curtis.  And  it  is  all  on  irrigated  land,  is  it  not? 

Mr.  Francis,  Yes,  sir. 

Senator  Curtis,  About  how  large  are  some  of  your  largest  pro- 
lucers;  how  many  acres  do  they  produce? 

Mr.  Francis.  We  have  producers  that  have  about — we  have  two 
>roducers  that  have  about  4,000  acres  each,  who  are  the  largest  to 
ay  knowledge. 

Senator  Curtis.  They  are  corporate  producers  or  individual  ones? 

Mr.  Francis.  They  are  corporate  structures. 
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Senator  CuRTif;.  You  operate  your  farm  as  an  individual,  I  take    j 
it?  I 

Mr.  Franks,  Yes,  sir;  as  an  individual. 

Senator  Cunrifi.  That  is  all.  ] 

Tlie  CiiAntMAx.  Wliat  is  your  production  rate?  I 

Mr.  Fit.\Ncis.  1,6^0  pounds  per  acre. 

Tiie  OiiAiRMAX.  Senator  Bellinon? 

Senator  Keli.mox.  Mr.  Francis,  you  testified  that  if  the  limita- 
tion was  put  on,  I  believe  you  said  at  the  20,000  le\-el,  it  would  mean 
KiO.OOO  acres  present  use  as  cotton  would  not  be  planted  to  cotbn. 

Mr.  Francis.  Yes,  sir. 

Senator  BELOtox.  'Wliat  would  be  the  yield  t 

Mr.  Fiuncis.  A  great  deal  of  it  would  be  fallow  and  not  fanned. 
Some  of  it  would  go  to  other  crops,  such  as  alfalfa,  feed  grains,  wheat, 
vegetables,  and  miscellaneous  crops. 

Senator  Beij.mon.  Well,  now,  are  those  crops  considerably  less  prof- 
itable thaii  cotton  ? 

Mr.  Fr.\n-cis.  Yes,  sir. 

Senator  Bellsion.  Can  you  give  us  a  comparison,  say,  between 
alfalfa  and  cotton ;  liow  nnich  income  on  alfalfa  as  compared  to  the 
cotton,  net? 

Mr.  Fr.\xcis.  In  ttyiiig  to  respond  to  your  question,  I  need  to 
preface  it  with  this:  In  Arizona  we  have  some  of  the  second  lowest 
cost  aiea  and  the  second  highest  cost  area.  In  our  areas  with  relatively 
inexpensive  water,  cotton  may  produce  40  percent  more  income  than 
alfalfa.  In  areas  with  higher' costs,  alfalfa  would  not  even  be  planted 
because  it  would  not  Im  economically  feasible  because  of  high  water 
costs. 

Senator  Bellmon-.  How  about  feed  grains? 

Mr,  FinNGis.  About  the  same  numbers  apply  to  feed  grain.  I  know 
this  because  I  have  run  comparisons  on  whether  we  shoula  grow  alftilfa 
or  feed  gi'ains. 

Of  course,  this  is  dependent  upon  the  price  of  hay,  which  has  been 
recently,  quite  high,  and  it  has  had  a  lot  more  appeal. 

Senator  Bei.lmos.  But  there  is  some  alfalfa  grown  in  Arizona! 

Mr.  Fraxi'is.  Oh,  yes. 

Senator  Bkllmox.  And  it  is*  crown  pn>fitably  ? 

Mr.  Fraxcis,  Yes,  sir;  but  all  you  need  is  about  3  percent  too  macb 
and  the  price  structure  can  go  from  $'M  a  ton  to  $20  a  ton.  I  have  seffli 
this  happen  in  one  summer. 

Senator  Beij.siox.  On  page  4  you  mention  a  way  of  ret irement  of  a 
cotton  allotment  in  4  years.  In  our  State  we  have  a  lot  of — you  say 
upland  cotton  lu'odiiction,  but  ours  is  drjland.  I  did  not  know  j-ofl 
well*  talking  afwiit  ii'rigated.  Do  you  have  bottomland  cotton,  pro- 
diiceis,  fiK»^ 

Mr.  FitAX(i.«,  N(),  sir.  There  are  two  basic  tyi)es  of  cotton  grown  in 
this  country:  one  is  extra-long  staple  and  the  other  is  called  generally 
upland,  and  it  does  not  have  anj-thing  to  do  with  elevation. 

Senator  BKt,i,MOX.  In  our  State  we  have  quite  a  large  number 
of  areas  where  cotton  has  l)een  historically  gi-own  but  it  has  come  to 
the  point  it  is  really  not  profitable  any  longer.  You  might  phase 
some  of  this  out;  is  that  what  you  had  in  mind,  sir! 
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Mr.  Fkancis.  Exactly ;  and  the  same  conditions  are  true  in  my  State 
and  even  California. 

Senator  Bellmon.  What  you  are  proposing  here,  if  I  were  a  cotton 
dinner  and  had  an  allotment,  if  I  agreed  to  quit  growing  cotton  at  the 
end  of  4  years,  you  would  continue  to  pay  me  my  payment  at  the  end 
jf  4  years? 

Mr.  Francis.  The  paj-ments  would  stop  at  the  end  of  4  years.  This 
3  about  the  way  it  would  work,  as  I  understand  it. 

Senator  Bellmon.  Yes. 

Senator  Jordan.  Including  whatever  you  have  left. 

Mr.  Francis.  That  is  correct. 

Senator  Bellmon.  How  miicli  per  acre  would  a  cotton  grower  nor- 
nally  get?  I  guess  you  could  not  give  us  a  figure  for  my  State,  but 
or  vour  State. 

ilr.  Francis,  In  your  State,  suppose  we  had  a  grower  that  was 
naking  a  bale  to  the  acre.  Let  us  assume  he  had  a  10-cent  payment 
o  the  payment  would  be  $50  an  acre. 

Senator  Bellmon.  So  you  would  be  really  paying  $200  per  acre? 

Mr,  Francis.  Under  the  proposal  that  I  am  suggesting  here,  as  I 
inderstand  it,  it  has  tlie  effect  of  reducing  the  payment  by  20  percent 
•eryear. 

Senator  Bellmox.  So  if  I  had  100  acres  of  cotton,  the  first  year  I 
TOuld  get  $5,000,  the  next  year  $4,000,  and  the  last  year  $1,000,  and 
hen  I  would  be  out  of  business. 

Mr.  Francis.  Yes,  sir.  Tliis  would  be  less  costly  than  you  growing 
t  each  year  and  getti^  $5,000  each  year. 

Senator  Bellmon.  TTiat  is  all,  Mr.  Chairman. 

Senator  Jordan.  May  I  ask  a  question.  On  this  projected  paymMit 
deld,  it  has  been  suggested  by  Mr.  Pate,  I  believe,  that  you  take  the 
l-year  average  instead  of  the  projected  yield.  AVhat  would  be  your 
dea  on  that  ? 

Mr.  Francis.  Senator  Jordan,  basically,  I  agree  with  Mr.  Pate  on 
his.  I  have  been  led  to  understand  in  your  State  and  other  States  in 
he  southeast,  there  has  been  some  abuse  made  of  this  projected  yield 
lecause  it  is  projected.  We  are  suggesting  rather  than  go  to  actual 
'ields  of  the  farm  that  year,  to  take  the  yield  of  the  farm  for  3  pre- 
ious  years. 

Senator  Jordan.  Well,  vou  could  have  had  a  disaster  that  year,  and 
h©  3-year  average  would  he  a  fairer  average  for  that  particular  farm- 
r.  For  instance,  in  certain  sections  of  the  Mississippi  Valley  last  year 
hey  had  serious  drought  and  it  brought  their  production  way  down, 
upposedly,  the  best  cotton.  I  think  this  kind  of  situation  would  have 
o  be  taken  into  consideration. 

So  tlie  3-vear  average,  I  think,  would  be  fairer  to  the  farmer.  I  do 
lot  know  tliat  this  abuse  lias  been  in  my  State,  but  there  is  evidence 
liat  there  has  been  right  much  abuse  in  a  number  of  areas  where  a  man 
rould  plant,  if  he  had  an  allotment,  and  a  good  part  he  would  not  put 
ny  fertilizer  in  at  all,  and  he  would  plant,  and  he  would  skip  a  row, 
nd  ho  would  plow  that  up.  The  agricultural  agent  would  come  out 
nd  look  at  it.  If  it  is  early  enough,  he  would  put  his  soybeans  in  or 
omething  else.  But  lie  would  still  get  a  payment.  If  you  are  paid  on  the 
verage  production  for  3-year  average,  that  would  stop  that,  because 
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he  would  be  ciittine  his  own  throat  every  time  he  did  it.  And  the  fam- 
ere  in  North  Caronna  are  too  smart  to  cut  their  own  throat,  I  t«ll  ytHi 
that.  They  do  not  let  their  own  blood  if  they  can  help  it. 

The  Chairman.  We  have  to  make  a  change  in  that  respect  from  just 
what  we  heard  here. 

Senator  Jordan.  May  I  ask  another  question  of  Mr.  Francis} 

Testimony  was  given  here  this  morning,  I  believe,  that  if  there 
is  a  limitation  of  payments  on  the  cotton,  you  could  not  live  under 
that.  But  the  chairman  has  pointed  out  very  correctly  that  it  would 
be  difficult  to  pass  a  bill  through  the  House  with  unlimited  paymentB 
as  we  have  had  in  the  past. 

Now,  it  has  been  recommended  or  suggested  in  testimony  here  today 
that  instead  of  doing  that,  you  give  a  certificate  based  on  the  bale- 
Now,  that  would  not  go  to  any  individual  or  coi^oration  or  anything 
else.  Did  you  liear  that  testimony  ? 

Mr.  Francis.  Yes,  sir. 

Senator  Jordan.  What  would  be  your  idea  on  thatt 

What  that  means  to  me,  if  I  understand  what  he  is  talking  about, 
is  that  if  I  raise  iive  bales  of  cotton  at  $10  a  bale,  I  would  get  $50.  If 
I  had  100  bales,  I  would  get  $1,000.  So  it  would  not  be  a  limitatim  of 
payments.  Yet,  on  the  other  hand,  it  would  be  based  on  how  many  bslBB 
you  raised  of  actually  good  cotton. 

Mr,  Francis,  Senator,  I  am  a  bit  skeptical  of  the  concept.  I  wish  I 
thought  it  would  work  the  way  proponents  have  described  it.  I  am 
fearnil  that  someone  down  on  the  House  side  might  want  to  add  a 
proviso  to  say  but  no  producer  can  have  more  than  100  bales. 

Senator  Jordan.  He  is  going  to  say  that  anyway,  if  you  have  very 
many  bales.  If  you  do  not  have  a  limitation  of  payment,  he  is  gpiiV 
to  say  it  anyway,  is  he  not,  Mr.  Chairman!  That  is  what  we  are  anaid 
of. 

The  Chairman.  As  I  stated  on  two  or  three  occasions,  tim  paymait 
would  be  relegated  to  somebody  and  who  that  someone  i&  the  prodnoer. 
It  is  just  a  subterfuge  of  direct  payments.  I  cannot  differentiate  that 
payment  plus  the  supplemental  payment  and  make  a  profit  from  the 
payments — we  would  be  guarnnteemg  him  a  profit,  but  in  order  to  do 
that  he  would  have  to  receive  some  direct  payments  from  the  Gorcm- 
ment.  You  would  not  ]ust  hand  a  certificate  on  that,  it  represents  » 
mnch  money,  who  got  that  money,  why  the  producer  did. 

Senator  Jordan.  It  would  not  have  to  be  sold  in  any  one  year.  He 
could  carry  it  over  for  a  drought  or  something  else.  It  is  something  to 
tliink  about.  It  is  another  method  of  arriring  at  the  problem. 

The  Chairman.  I  understand.  But  I  am  talKing  about  deducting  the 
payment.  This  is  what  this  suggestion  was  made  for,  as  I  understand 
it.' 

Senator  Jordan.  This  c^uld  be  a  fairer  way  of  doing  it  than  unda 
tlie  corporate  farmers  thev  are  worried  about.  It  could  be,  I  believe. 

The  Chairman.  Well,  tlliis  program,  as  I  understand  it,  would  pay 
the  farmer  his  cost  of  production  and  give  him  in  addition  a  supple- 
mental payment  as  a  profit. 

Senator  Jordan.  I  have  not  arrived  at  any  conclusion  as  to  all  of  the 
things. 

'Hie  Chairman.  I  liave  not  either,  but  I  am  just  saying  that  the  pro- 
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grsm  suggested  does  not  deal,  in  my  book,  with  the  problem  of  direct 
pavTuents. 

senator  Jordan.  I  think  Mr.  Fraiicis  is  in  the  area  where  they  have 
some  large  farms,  more  so  than  any  other  State  in  the  Union.  I  would 
not  say  in  California,  would  that  be  correct,  sir! 

Mr.  Francis.  Even  more  than  California. 

Senator.  Jordan.  So  it  is  a  problem  to  this  extent,  that  if  you  fix  it 
so  a  man  has  got  a  lot  of  acres.  But  cannot  grow  cotton,  it  would  not 
be  profitable.  He  is  going  to  bow  out,  and  your  supply  of  cotton  goes 
down  with  it.  Five,  10, 15, 25  acre  farms  cannot  supply  the  quality  cot- 
ton that  should  be  raised  because  it  is  not  economical  for  the  small 
farmer  to  grow  cotton  because  he  has  to  grow  it  by  hand.  He  cannot  get 
a  big  cotton  picker  for  a  10  acre  field.  Even  with  a  combine  it  is  not 
economically  sound  for  a  real  small  fanner  because  he  has  to  go  from 
farm  to  farm  and  those  machines  cost  $50,000.  Isnt  that  what  they 
cost?  , 

Mr,  Francis.  The  cotton  picking  machine!  Twenty-five  thousand 
dollars  for  a  two  row  spindle  type  picking  machine. 

Senator  Jordan.  That  is  still  a  lot  of  money,  but  he  hasnt  time  to 
be  running  up  and  down  the  road  with  a  $25,000  machine.  He  lias  got 
to  get  all  of  his  money  back  in  about  6  weeks,  doesn't  he  ? 

Mr.  Francis,  Yes.  sir. 

Senator,  one  thing  that  has  not  been  pointed  out  with  respect  to 
this  matter  of  payment  limitations.  As  I  recall  the  $20,000  payment 
limitation  figures,  even  though  it  would  affect  only  about  5,000  cotton 
farmers,  it  would  affect  about  30  percent  of  the  total  U.S.  j>rod«ction. 
And  I  concur  with  you  completely  that  a  flat  $20,000  limitation  is 
going  to  substantially  injure  if  not  destroy  the  cotton  industry,  even 
though  it  will  affect  only  a  few  individuals  and  corporations.  Because 
they  represent  such  a  huge  part  of  the  production. 

Senator  Jordan.  I  have  no  questions. 

Senator  Bellmon.  Mr,  Chairman,  one  other  question.  I  know  very 
little  about  the  cotton  program,  but  does  the  $20,000  limitation  reduce 
the  size  down  to  what^ou  consider  to  be  a  point  of  efficiency !  Could  a 
man  afford  a  cottonpicker  if  he  was  given  a  $20,000  payment  plus 
what  he  got  out  of  his  cotton  ?  How  many  acres  in  Arizona  does  it  take 
to  qualify  for  a  $20,000  payment  ? 

Mr.  Fr.\.xcis.  I  have  to  do  a  little  calculating.  Senator. 

It  is  about  300  ncres. 

Senator  Beixmon,  Is  that  an  efficient  size  unit  ? 

Mr.  Francis.  We  have  some  300-acre  units  that  are  extremely  ef- 
ficient and  we  have  some  that  frankly  are  not. 

The  Chairman  .  What  is  the  reason  ? 

Mr.  Francis.  A  good  part  of  the  reason  is  management. 

The  Chairman.  All  right,  that  is  some  problem.  Some  people  should 
not  be  fanning,  then. 

Mr.  Francis,  That  is  correct. 

The  Chairman.  It  is  all  the  same  land. 

Mr.  Francis.  Yes,  sir;  there  are  other  factors,  as  I  said.  We  have  a 
tremendous  spread  in  the  cost  of  growing  cotton,  but,  not  as  much  as 
in  Texas.  In  our  State,  water  is  one  of  our  biggest  costs.  In  some  areas 
it  costs  $20  an  acre  for  water  and  some  areas  it  costs  $60  an  acre  for 
water. 
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Senator  Cmrns,  How  mucli  water  do  you  get  ?  How  toany  acie-feitl    1 

Mr.  Francis-  Between  3  and  7  acre-feet  of  water  to  produce  cottffl.    | 

Senator  Curtib.  And  your  rainfall  there  is  around  about  4  md  S 
inches  ? 

Mr.  Francib.  About  seven  and  a  half. 

Senator  Jordan.  Do  you  pump  most  of  your  water ! 

Mr.  Francis.  We  pump  it  all. 

Senator  Curtis.  From  wells? 

Mr.  Francis.  Ycs,  sir ;  we  drill  ourselves,  no  reclamation  projects. 

The  CiiAiRSiAN.  How  deep  must  you  go  to  get  your  waiter! 

Mr.  Francis,  We  are  liftmg  water  from  a^ut  65  feet. 

The  Chairman.  Has  that  been  going  down  each  year  ? 

Mr.  Francis.  About  10  feet  a  year. 

The  ('iiAiRMAN.  Do  you  strike  any  salt  water  ? 

Mr.  Francib.  No,  sir;  we  do  not  have  brackish  water. 

The  CiiAiRsiAN.  A}\  riglit.  Any  further  questions  ? 

[No  response.] 

If  not,  we  thank  you  very  much. 

Is  there  anybody  else  that  I  did  not  call  ? 

[No  response.] 

If  not,  the  committee  will  stand  in  recess  until  10  o'clock  tomorro*. 

Thank  you. 

(^Vhereupon,  at  i  :30  p,m.,  the  committee  was  in  lecees,  to  reconveDB 
at  10  a.m.,  Thursday,  February  26, 1970.) 
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THUBSDAY,  FEBBUABY  26,   1970 

U.S.  Senate, 
Committee  on  Agrioultdre  and  Forestry, 

Waahingtmi,  D.O. 
.ommitt«e  met,  pursuant  to  recess,  at  10 .05  a.in.,  in  room  324, 
iat«  Office  Building,  the  Honorable  Allen  J.  Ellender  (chair- 
•residing. 

nt:  Senators  Ellender,  Talmadge,  Jordan  of  North  Carolina, 
Young  of  North  Dakota,  Miller,  Curtis,  Dole,  and  Bellmon. 
Ihairman,  The  committee  will  please  come  to  onier. 
le  record. 

ussion  off  the  record.) 

Chairman.  We  will  proceed  with  the  hearing  on  an  agricul- 
11.  The  first  witness  is  A.  Starke  Taylor,  president,  American 
Shippers  Association. 

[ENT  OF  A.  STAREE  TATLOB,  JR.,  FEESmEHT;  JULIEN  J. 
aiTBIXO,  mtST  VICE  FEESIDEKT;  AND  HEAL  P.  Q-ULEir, 
FEESn>ENT  AND  GtENEEAL  COUITSEL,  AMESICAN  COTTOH 
?EBS  ASSOCIATION 

'hairman.  Mr.  Taylor,  Mr.  Gillen.  Mr.  Holding  is  not  here 

rATLOR.  Unfortunately,  Mr.  Holding  will  not  be  here.  Mr. 

erg  is  to  my  right. 

Ihairman.  Is  that  all  of  you? 

'atlor.  Just  the  three  of  us,  yes,  sir. 

iJHAiRMAN.  Now,  wiU  vou  identify  yourself  for  the  record. 

['atlor.  I  am  A.  Starke  Taylor,  Jr.,  Dallas,  Tex.,  president, 

in  Cotton  Shippers  Association. 

iiLLEN,  Neal  P.  Gillen,  vice  president  and  general  counsel. 

loHENBEBo.  Julien  J.  Hohenberg,  Memphis,  Tenn.,  first  vice 

it,  American  Cotton  Shippers  Association. 

'uAiRHAN.  Who  is  the  chief  spokesman? 

'atlor,  I  guess  I  am. 

Chairman.  You  may  proceed,  sir. 

'atlor.  Mr,  Chairman,  my  name  is  A.  Starke  Taylor,  Jr.  I  am 

it  of  A.  Starke  Taylor  &  Son,  of  Dallas,  and  I  appear  here 

'ou  in  my  capacity  as  president  of  the  American  Cotton  Ship- 

sociation.  I  am  accompanied  by  Mr.  Julien  J.  Hohenberg,  of 

is,  Tenn.,  president  of  the  Southern  Cotton  Association,  and 

J  president  of  the  ACSA. 
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Mr.  Chairman,  we  had  Mr.  Frank  Lowenstein — we  thought  he  wu 
coining  but  something  happened  at  the  last  minute  and  he  camiot  nub 
it.  "We  are  sorry. 

TheCiiAiRUAN,  Did  lie  have  a  statement  to  present? 

Mr. Taylor.  Xo,sir,hedidnot. 

The  CiiAiBMAx.  I  was  going  to  suggest  he  file  it  later. 

Mr.  Taylor.  No.  He  was  going  to  appear  here  with  us  but  he  will 
not  be  able  to  appear. 

Mr.  Xeal  P.  Gillen,  Washington,  D.C.,  on  my  left,  our  vice  presi- 
dent and  general  counsel. 

The  American  Cotton  Shippers  Association  was  founded  in  1934, 
and  is  basically  comprised  of  merchants,  shippers,  and  exporters  of 
raw  cotton,  who  are  members  of  si-x  federated  associations,  located  in 
14  States  throughout  the  Cotton  Belt : 

Arkansas,  Missouri  Cotton  Trade  Association;  Atlantic  CottoD 
Association;  Oklahoma  State  Cotton  Exchange;  Southern  Cottm 
Association;  Texas  Cotton  Association;  Western  Cotton  Shippen 
Association. 

The  678  member  firms  of  the  ACSA  handle  over  70  percent  of  the 
domestic  cotton  crop  and  about  80  percent  of  the  export  market.  On 
behalf  of  the  American  Cotton  Shippers  Association,  I  wish  to  pre- 
sent our  views  for  your  consideration  of  a  new  cotton  program. 

The  cotton  industry  finds  itself  iu  dire  straits.  Forei^  grown  cot- 
ton and  svnthetic  fibers  have  made  startling  inroads  into  what  WM 
once  consi'dered  a  guaranteed  market.  Cotton  has  met  this  competi- 
tion with  an  antiquated  approach  whicli  is  no  longer  relevant  bj 
today's  standaids. 

A  major  reason  for  this  situation  is  the  dramatic  change  in  the 
economic  organization  of  farming  in  the  United  States,  When  com- 
moditv  programs  were  introduced  in  tlie  early  li>30"s,  tliey  were  de- 
signed to  support  the  income  of  our  impoverished  farmers.  All  during 
the  thirties,  this  was  the  principal  pur|)ose  of  the  fiurm  piogrtms. 
Since  World  War  II,  the  economic  position  of  our  farmers  has  beta 
clianging.  About  one-third  of  tiie  country's  farmers  now  produce  86 
percent  of  the  total  farm  output.  These  fanners  had  an  average  in- 
come from  farming  in  l!)!i8  of  $19.9;t8. 

Senator  Bellmon.  Is  that  net  * 

Mr.  Taylor.  That  was  gi-oss. 

I  stand  corrected,  I  am  informed  that  is  a  net  figure. 

In  addition  to  off- farm  income  of  $3,343.  The  other  two-thirds  of  the 
country's  farmers  cannot  earn  an  adequate  living  from  farming  and 
ai)[)arently  do  not  intend  to  do  so.  In  1968,  the  2  million  farmers  witli 
gross  sjile-s  of  less  than  ^lO.OOf).  earned  nioi-e  from  off-farm  scums 
than  from  farming.  Tlw  income  of  the  average  farm  family  in  this 
category-  was  !r7;280,  of  which  $r),511  was  earned  from  off-farm 
sources. 

Pi-ognvuLs  to  help  these  peojile  should  be  developed  where  needed, 
hut  they  should  le  separated  from  commodity  programs.  Needed  pro- 
grams !n<!lude  many  facets,  such  as  education,  employment  oppor- 
Muiities,  medical  care,  changing  locations  to  take  advantage  of  job 
opportunities  elsewhere,  income  payments  from  the  Federaltreasuir 
to  prevent  poverty,  et  cetera. 
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The  Food  and  Agriculture  Act  of  1965  was  enacted  with  the  intent 
to  maintain  farm  income,  to  stabilize  prices  and  assure  adequate  sup- 
plies of  agricultural  commodities,  to  reduce  surpluses,  lower  Govern- 
ment cost,  and  to  promote  foreign  trade  and  afford  greater  economic 
opportunity  in  rural  areas. 

The  supply-management  concept  of  the  1966  act  did  help  to  reduce 
stocks  through  the  mechanism  of  diversion  payments;  however,  severe 
bad  weather,  in  the  first  two  seasons,  accelerated  the  disposal  of  sur- 
plus stocks  at  a  rate  faster  than  originally  planned.  The  sudden 
shrinkage  in  supplies  and  panic  buying  in  1967  artificially  increased 

E rices  to  a  high  level,  but  exacted  a  terrible  toll  in  lost  markete  both 
ere  and  abroad  which  have  never  been  regained.  This  loss  of  confi- 
dence in  cotton's  ability  to  provide  an  adequate  supply  of  qualities 
wntributed  to  the  gains  made  by  mamnade  fibers  and  foreign  ^x>wtha 
The  1965  act  was  conceived  under  circumstances  completely  converse 
to  today's.  In  1965  we  had  a  carryover  of  14  million  bales  and  disap- 
pearance of  12.3  million  bales.  In  1969  we  had  an  estimated  carryover 
>f  6.8  million  bales  and  estimated  disappearance  of  10%  miUion 
b^es  (loweat  since  1938J  and  an  estimated  production  for  tJiis  grow- 
ing season  of  about  10  million  bales.  I  would  like  to  add  here  that  these 
in  the  Department  of  Agriculture  figures.  I  think  most  people  in  the 
'.rade  would  agree  that  they  do  not  think  there  will  be  a  10%  million 
lalea  disappearance  this  year,  especially  because  of  the  export 
dtuation. 

The  anticipated  carryover  for  August  1,  1970,  will  be  about  6.9 
nillion  bales,  the  lowest  level  in  17  years. 

Today  farm  payments  are  attacked  by  a  Congress  determined  to 
ihange  priorities  m  domestic  legislation.  Cotton  must  be  planted — 
farmers  must  have  adequate  income — markets  must  be  expanded.  We 
uimot  expect  to  solve  the  problems  of  our  industiy  today  with  yester- 
lay's  solutions — a  dramatic  plan  is  called  for  which  will  give  us  ade- 
luate  supplies  of  cotton,  provide  the  farmer  with  adequate  income, 
ixpand  our  domestic  and  foreign  markets,  and  scaled  to  a  cost  level 
icceptable  to  Congress. 

The  American  Cotton  Shippers  Association  has  developed  a  cotton 
)rogram  which  was  unanimously  adopted  by  the  members  of  our  Na- 
ional  Affairs  Committee  and  the  Board  of  Directors.  We  feel  our  ap- 
)roach  will  achieve  the  goals  I  mentioned  above.  However,  we  are  not 
vithout  the  realization  that  our  ideas  may  not  be  acceptable  to  all 
oncemed.  We  ask  the  committee  and  the  industry  to  consider  this 
)r^ram.  The  basic  objectives  of  our  recommendations  are : 

The  Chairman.  Before  you  proceed  with  that,  can  you  tell  the 
^mmittee  how  you  stood  on  the  act  of  1965  ? 

Mr.  Tavlor.  Yes,  sir.  We  were  in  favorof  theactof  1966. 

The  Chairman.  You  thought  it  would  work  ? 

Mr.  Taylor.  Yes,  sir,  we  did. 

The  Chairman.  So  did  I. 

Mr.  GiLLBN.  Senator,  in  may  aspects  it  did  accomplish  the  goals 
t  was  set  out  to  achieve  but  through  the  first  two  seasons  severe  bad 
.*eatlier  which  naturally  was  not  anticipated  and  the  mandatory  and 
oluntary  diversion  programs  authorized  by  the  Department  com- 
loiuided  the  weather  situation  and  it  knocked  prices  out  of  kilter.  In 
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addition,  synthetic  fibers  made  substantial  inroads  along  with  foreign 
growths  of  folton. 

The  Chairman.  Do  you  not  think  synthetics  would  have  done  it 
anyhow,  at  any  I'ate  *  Let  us  be  frank  about  it. 

Mr.  Gii.r.Ev,  Senator,  not  as 

The  Chairman.  Quickly. 

Mr.  (tii.i.en.  Xot  as  quickly.  However;  if  it  was  not  for  the  1965  act, 
many  people  f  liink  that  syntlietirs  would  have  made  even  quicker  in- 
roads becauso  we  did  have  some  price  stability. 

The  Chairman'.  Proceed, 

Mr.  TAV1.0R.  The  basic  objectives  of  our  recommendations  are:  1.  A 
sound  cotton  profrram  must  continue  a  one-price  program  with  prices 
at  a  level  which  will  stimulate  lurjre  demand  for  U.S.  cotton  and  which 
will  eft'ectiveiy  compete  with  substitute  fibers  and  foreign  growths  ca 
a  noni-esidual  basis.  I'nless  this  is  d<me,  cotton  will  continue  to  loes its 
export  markets  and  domestic  textile  mills  will  continue  to  switch  to 
man-niiide  filers. 

2.  The  above-market  loan  approach  has  proven  unworkable  and  has 
kept  U.S.A.  cotton  from  lieinp  competitive.  If  we  continue  to  follov 
this  approach,  cotton's  share  of  the  total  textile  market  will  continne  its 
rapid  decline.  The  price  suppnit  loan  rate  of  cotton,  if  there  is  to  be  k 
loan,  should  l)e  at  a  stop-loss  level  substaiitiallv  below  the  world  mar- 
ket price  and  also  below  cost  of  |)roduceti()n.  The  difference  between 
the  free  market  price  of  cotton  and  a  tarj^t  price  as  determined 
by  the  Congress,  should  be  paid  directly  to  the  producer. 

3.  Tcxtilt'  mills  sitoiild  lie  as.sured  of  a  continuous  and  well-balan(«d 
supply  of  di-sirable  grades  and  staple  lengths  of  cotton  at  world  market 
prices.  There  have  l»een  instances  where  shortages  of  supply  and  of 
desirable  (iiialities  have  forced  textile  mills  to  turn  to  competiug  fibei& 
It  is  a  well-known  fact  that  once  a  market  is  lost,  it  is  extremely  difficult 
to  regain, 

4.  The  futuivs  market  must  l>e  maintained  in  order  that  fanners, 
merchants  and  mills  will  have  a  tried  and  proven  method  for  hed^ng 
their  cotton.  An  active  futures  market  gives  substantial  confidence  to 
buyera  both  of  cotton  and  cloth,  because  they  are  able  to  safeguard 
themselves  in  the  market  against  major  price  swings. 

5.  The  cty^'t  of  the  program  to  the  tas|>ayei-s  of  the  country  nmst  be 
re<liicpfl  to  irasonalile  levels. 

(>.  Kcnewed  emphasis  to  greativ  eximiid  resean-h  on  ways  to  lower 
l»roduction  aii<l  service  cost  slioul<l  be  made.  Funds  allotted  for  this 
piirposf*  should  l>e  at  least  .">  percent  of  the  overall  program  costs. 

A^e  think  thes«x  broad  ju-mcipjes  can  be  implemented  by  making: 
the.  following  cliaiiges  to  title  IV  of  the  Foml  and  Agriculture  Art 
of  1%:.. 

1.  FJiniinale  all  special  small  farm  payment  pnnisions  and  fM-onde 
a  transitional  prognnn  to  assist  small  cotton  farmers  I  allotments  of 
ITi  acres  or  less)  in  making  the  nin-essary  adjustments  to  noaagricol- 
tural  pursuits  and  to  pi-ovidc  o]>portunity  for  gainful  employment. 

■i.  Make  this  farm  program  permanent.  Xo  puriKtse  is  served  by 
passing  the  farm  legislation  for  a  specific  time  i>eriod,  since  Congress 
always  has  the  power  to  amend  or  cancel  a  prognini. 

;j.  Kliminate  (rovernnient  loans  on  cotton.  If  tliis  is  unaoo^abh, 
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provide  for  loans  on  cotton  from  the  1971  and  succeeding  crops  at  not 
more  than  90  percent  of  the  world  price  as  follows : 

The  price  support  loan  rate  for  Middling  lAth  inch  if  there  is  to 
be  a  loan,  should  be  not  more  than  90  percent  of  the  price  for  Strict 
Middling  l^th  inch  in  major  importing  markets,  for  major  growths 
sold  in  those  markets  for  the  preceding  3  years,  or  not  more  than 
75  percent  of  direct  cost  of  production,  whichever  is  lower. 

World  market  prices  should  be  adjusted  to  reflect  the  costs  of  mov- 
ing cotton  from  U.S.  farms  to  importing  markets. 

Provide  for  equality  of  treatment  by  establishing  one  uniform  loan 
for  all  cotton  producers.  All  notes  and  warehouses  receipts  should  be 
held  by  the  ASCS  office  in  the  county  where  cotton  is  produced. 

Standardize  commodity  programs  and  ease  administrative  burden 
of  the  CCC  by  adopting  a  terminal  loan  for  cotton  based  on  net 
weights, 

4.  Eliminate  the  provision  requiring  support  of  all  production  at 
65  percent  of  parity. 

5.  Eliminate  marketing  quota  penalties. 

6.  The  minimum  acreage  allotment  shall  be  16  million  acres.  The 
Secretary  shall  have  the  authority  to  require  diversion  of  up  to  40 
percent  of  tlie  total  allotment,  the  remainder  shall  be  called  the 
effective  allotment.  I^oans  shall  be  available  on  the  effective  allotment. 

7.  The  allotment  system  must  be  sufficiently  flexible  to  permit  those 
who  wish  to  grow  cotton  to  do  so  and  encourage  the  efficient  producer. 

8.  Make  cost  adjustment  payment  dii-ectly  to  the  producer  on  that 
portion  of  his  actual  production,  in  pounds,  within  his  allotment  cal- 
culated on  his  sliare  of  the  pievious  year's  domestic  consumption,  such 

f)ayment  not  to  exceed  x  cents  per  pound.  This  payment  to  be  calcu- 
ated  as  follows:  We  have  not  put  figure  in  but  we  have  just  said  a? 
cents  per  pound,  this  payment  to  be  calculated  as  follows : 

Previous  year's  domestic  consumption 


Current  year's  actual  production 
A.  Eitamplc     8,000,000 


■r  %X  100  bales  effective  aUotmcnt 
12,000,000 

B.  %3  or  JjX60  bales  on  60  acres  (assume  yield  I  bale  per  acre)  of  effective  allot- 

(If  the  Secretary  ordnre  full  40-percent  diversion) 

9,  Initiate  a  vastly  improved  crop  insurance  program  to  protect 
producers  against  crop  disaster. 

The  position  of  the  Department  of  Agriculture  has  recently  been 
presented  to  the  members  of  this  committee.  We  have  had  an  oppor- 
tunity to  review  it,  and  our  review  does  indicate  that  the  set-aside 
approach  views  the  solutions  to  the  industry's  problems  in  much  the 
same  manner  as  we  have  proposed  today. 

We  share  the  concern  of  tlie  producer  witnesses  who  have  testified 
before  us,  that  the  set-aside  proposal  will  not  produce  sufficient  cotton 
to  meet  normal  offtake  and  emergency  reqiiirements.  There  is,  how- 
ever, language  which  would  authorize  the  becretary  to  permit  cotton 
producers  to  plant  cotton  on  their  set-aside  acreage  if  supply  c<Hidi- 
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tions  warrant  increased  plantincs.  With  this  in  mind  we  would  recom- 
mend the  following  changes  in  the  administration's  proposal ; 

1.  Tliat  tlie  loan  lie  not  over  90  percent  of  the  actual  world  market 
price  for  the  preceding  3  years,  as  opposed  to  an  estimated  world  price. 

2.  That  the  production  payment  not  he  restricted  to  the  domestic 
allotment,  hnt  Be  based  on  the  effectvie  allotment  (total  allotment  leas 
diversion  or  set-aside)  in  order  to  insure  planting. 

3.  Payments  be  based  on  actual  yield  of  the  effective  allotment. 
Tlio  basic  outline  of  the  set-aside  concept  developed  by  the  USDA 

is  similar  to  the  type  of  prof»ram  we  have  outlined  above.  We  can  sup- 
port a  program  with  a  realistic  loan  level  set  at  a  price  which  will 
enable  us  to  recapture  our  lost  markets  at  home  and  abroad,  and  a 
program  guaranteed  to  produce  enough  cotton  to  supply  these  market 
needs. 

Mr.  Chairman,  we  thank  you  sincerely  for  the  opportunity  that  yon 
have  provided  to  us  for  this  presentation  of  our  views,  ana  we  stand 
ready  to  Iw  of  further  assistance  to  the  committee  in  the  consideration 
of  this  important  legislation. 

The  Chairman.  Well,  first,  tou  want  to  eliminate  the  parity  coqc^. 

Mr.  Ta  Y1.0R.  Yes,  sir.  We  recommend  that  this  1)6  done. 

The  Chairman.  Wliv? 

\[r.  Tayi/>r.  Well,  I  think  most  of  the  farm  groups  have  testified 
for  a  loan  not  less  than  00  percent  of  the  actual  world  price  if  we  are 
to  remain  <'ompetitive.  If  we  do  this,  or  want  to  do  this  and  also  wish 
to  guarann-e  6.')  (wrcent  of  parity,  the  total  cost  of  the  program  will 
go  uji  to  well  over  a  billion  dollars  in  our  estimation,  and  no  tellinj 
liow  liigh  it  .might  eventually  go  if  we  ha^-e  more  inflation.  Pushing 
paritv  e\en  higher. 

We  ran  see  how  the  payment  rate  could  eventually  exceed  20  cents 
jier  pound,  which  might  even  be  in  some  instances,  more  tJian  the 
actual  \aluB  of  the  bale.  We  feel  that  this  would  also  compound  the 
limitivtion  problem  which  we  have  been  told  is  the  biggest  problem  we 
have  in  writing  a  new  farm  bill. 

The  Chairman.  Wliat  do  you  mean  hv  limitation  problem? 

Mr.  Tayix>r.  Payment  limitations.  If  the  payments  are  increased, 
then,  of  course,  you  are  going  to  have  more  producers  affected. 
natui"ally. 

Wt'  have  also  been  tohl  by  peo)ile  here  in  Washington  that  it  wonid 
be  a!Tiii)st  iiniiossible  to  pass  a  farm  bill  with  the  costs  that  we  are 
pnijiHting  with  increased  parity,  and  of  course,  increased  payments 
to  tiie  pixKiucers. 

The  Chairman.  Well,  now,  what  will  the  cost  of  your  ppogrnm  be! 
Il;i  vc  you  made  any  estimates  i 

Mr.'TAVutR.  Ye.s,  sir.  we  have. 

The  CiiAHiMAN.  i  mean,  to  the  Government. 

ifr.  Tavi-or.  The  type,  of  program  that  we  have  recommended  hert 
we  tiiink,  is  unique  iii  that  you  can  v>roje<'t  ahead  of  time  exactly  what 
it  is  iTding  lo  cost.  We  think  it  lot  of  the  programs  that  we  liave  heard 
ineiitTiiiied — vou  really  cannot  figure  this  out  until  after  it  was  over. 
We  cjiii  project  ours  ahead  of  time  by  simple  multiplication. 

The  Chairman.  Well,  suppose  conditions  would  happen  as  did  in 
the  2  vcars  vou  mentioned  which  mad©  this  present  program  not  work 
right— bad  weather.  Could  you  foretell  ( 
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Mr.  Tatuir.  No.  sir ;  we  cannot  foretell  the  weather  but  we  can 

foretell  the  cost  of  the  prc^ram  because  we  think  we 

The  Chatrwak.  Well,  what  would  be 

Mr.  Taylor,  We  would  say  let  us  use  $50  a  bale  because  that  is  an 
ea^  figure.  We  are  not  advocating  that  $50  be  used  but  using  a  figure 
of  $50  a  bale  you  could  have  a  total  cost  of  roughly  $400  million. 

Mr.  GnxEN.  Senator,  this  is  how  the  program  cost  would  break- 
down. If  jou  take  this  payment  we  talk  about  and  put  it  on  the  basis  of, 
let  us  saj  just  for  discussion,  10  cents  a  pound,  which  is  $50  a  bale, 
based  upon  present  consumption  this  would  come  to  about  $422  million 
per  year. 

Now,  if  you  increase  the  payment,  for  discussion's  sake,  to  15  cents 
a  pound  you  would  increase  the  cost  of  the  program  50  percent  or  $211 
million,  which  would  bring  the  cost  of  the  program  to  $633  million. 
What  this  actually  does  is  reduce  the  overall  or  aggr^ate  cost  of  the 
program  and  puts  an  overall  limit  on  expenditures.  £.  still  does  not 
get  around  the  problem,  however  of  Farmer  X  getting  a  payment 
which  is  out  of  proportion  which  is  a  political  problem  we  are  faced 
with  today. 

The  Chairman.  Well,  you  do  not  propose  any  solution  for  tJiat,  do 
you,  under  your  program? 

Mr.  Tatior.  You  are  talking  about  payment  limitations.  Well,  I 
would  like  to  add  something  to  what  Mr.  (rillen  has  already  said.  Our 
association  as  such,  has  always  opposed  limitations  because  we  think 
it  handicaps  the  efficient  producer  and  the  program  which  we  have 
recommended,  and  as  Mr.  Gillen  has  said,  we  feel  has  a  total  limitation, 
not  for  an  individual  but  a  total  limitation  which  we.  of  course,  think 
is  more  important  really  than  limitations  on  individuals. 

We  feel  also  tliat  our  program  would  encourage  the  large  efficient 
producer  to  produce  without  Government  aid,  which  in  our  way  of 
thinking,  lessens  the  limitation  problem. 

Now,  we  agree  that  there  still  would  be  the  political  problem  of  the 
indi^-idual  limitations  even  on  our  program.  But  we  thinJi  this  problem 
should  be  faced  and  we  would  suggest  that  the  committee,  and  pro- 
ducer groups  look  very  hard  and  long  at  the  Department  of  Agricul- 
ture's sliding  scale  suggestions,  and  also  look  at  the  way  the  sugar  crops 
are  handled.  This  would  be  our  suggestion. 

The  Chairman.  Well,  I  presume  you  want  to  do  away  with  acreage 
control  also? 
Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Entirely.  And  just  let  the  big  farmers  take  over. 
Mr.  Taylor.  I  would  not  say  takeover.  We  would  hate  to  penalize 
him  and  not  let  him  produce,  I  mean,  you  either  ought  to  do  one  or 
the  other. 

The  Chairman.  Well,  at  the  present  time  you  said  that  one-third  of 
the  farmers  producing  86  percent  and  that  would  worsen  that,  would 
it  not? 

Mr.  Gillen.  Senator,  we  do  not 

The  Chairman.  Ijet  him  answer. 

Mr.  Taylor.  No,  sir.  We  do  not  think  it  would  worsen  it  at  all  be- 
cause in  the  first  place,  we  are  not  sure  that  all  of  them  would  plant 
outside  the  program.  I  mean,  I  think  some  of  them  definitely  would  but 
<»rtainly  not  86  percent  of  the  aci-eage  would  be  planted  on  the  outside. 
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The  Chairman.  Well,  how  would  the  acreage  be  apportioned  under 
your  scheme  ? 

Mr,  Taylor.  Well,  as  we  have  said  here,  you  have  a  domeatic  allot- 
ment scheme  based  on  the  previous  year's  domestic  consumption. 

The  Chairman-.  Well,  suppose  you  get  a  ftgui-e 

Mr.  Tatior.  We  used  8  million  consumption  because  it  was  an  easy 
figure. 

The  CiiAiiuiAx.  Eiplit  million.  All  right.  Well,  that  is  what  it  i& 

Mr.  Taylor.  Yes,  sir;  pretty  close.  Eight  and  a  quarter  or  some- 
where in  there. 

The  CiiAirjiAx.  Well,  now,  .suppo.se  you  would  conclude  that  this 
could  be  grown  on  S  million  acres.  How  would  you  apportion  that  8 
million  acres? 

Mr.  Tatia)r.  Well — do  yon  want  to  answer  that,  Neal?  You  have 
those  figures.  We  feel  that,  of  course,  you  would  want  to  do  more  than 
8  million  acres.  You  have  got  to  have  sometliing  for  export.  We  hope 
that  they  would  plant. 

The  Cii.uRsiAx.  We  are  talking  al>out  domestic  consumption.  That 
is  wliat  you  said. 

Mr.  Taylor.  Yes  sir;  T  am  talking  al)out  domestic  consumption. 

Mr.  fiii.i.KS.  I  was  going  to  sav.  Senator,  in  this  regard  we  do  not 
advocate  doing  away  with  the  allotment  system. 

TheCiiAiRMA?!.  Well,  that  is  acreage  controls. 

Mr,  T.\Yt-OR,  No,  sir. 

The  CiiAiiuiAx.  You  are  not  in  agreement  with  tJiat. 

Mr.  Tayixir,  We  are  in  agreement, 

TheCiiA!R.MAN,  Acreage conti-ols. 

Mr,  GiLLEX.  If  yon  have  payment  limitations  you  cannot  have  acre- 
age controls.  It  can  be  argued  that  this  is  an  unconstitutional  expro- 
priation of  .someone's  lan<l.  You  are  forbidding  a  man  to  plant — yon 
are  ]>eiuilizing  a  man  I>ecanse  he  has  more  land  than  another  and  also 
you  are  protecting  the  inefficient  farmer  and  this  is  one  of  the  problems 
we  have  today.  It  von  are  going  to  have  payment  limitations,  which 
is  a  political  problem  we  are  raced  with  in  the  House,  you  cannot 
penalize  the  hig  fanner,  and  you  must  give  him  the  opportunity  to 
see  if  he  can  make  it.  Some  ])eople  think  it  is  a  myth  that  farmers 
cannot,  plant  without  some  sort,  of  Government  progi-am.  It  might 
l)e.  lint  if  they  want  to  go  broke,  give  them  the  opportunity  to  do  so. 
That  is  the  American  system. 

The  Chairman.  Well,  I  do  not  relegate  my  questions  to  you  or  to— 
whoc\er  is  able  to  answer  it^  do  so. 

Mr.  TAyix>R.  All  right,  sir. 

The  Chahisian.  Sow,  you  said  that  it  would  eliminate  acreage 
allotment. 

Mr.  Tati»r.  Xo,  sir;  I  did  not  say  that.  Yon  misunderstood  me.  I 
do  not  think  I  said  that. 

Tlie  Chairman,  ^^'ell,  how  about  lu^ifage  contiols?  Put  it  acreage 
controls  ? 

Mr.  Tayi,or.  I  said  I  thought  that  we  sitould  have  acreage  allot- 
ments based  on  the  domestic  consumption,  but  I  did  acree  that  we 
should  let  people  j)lant  outside  the  ])rogi-am  as  Mr.  Gillen  outlined 
who  would  wish  to  do  so  at  their  own  risk. 


)y  Google 


641 

The  Chairhak.  How  would  those  acres  be  allocated  i 
Mr,  Tatlor.  On  the  present  system  as  they  are  now.  I  mean,  except 
tiat  they  be  based  on  our  formula,  on  consumption,  and  whatevw  the 
Secretary  decided  iie  wanted  the  effective  allotment  to  be. 

The  Chairman.  Well,  would  you  do  it  on  a 'historic  basist 

Mr.  Taylor,  Yes,  sir.  We  sure  would,  I  would  not  change  anything 
in  that  regard. 

Mr.  HoHENBERO.  Mr.  Chairman,  a  word  to  clarify  this.  This  is  cov- 
ered in  point  6  of  our  progi-am  on  page  4.  "Tlie  minimum  acrea^ 
allotment  shall  be  16  million  acres"  as  at  present.  "The  Secretary  shall 
have  the  authority  to  require  diversion  up  to  40  percent  of  this 
allotment."' 

The  Chairman.  Sow,  how  would  that  work?  "WHiat  would  become 
of  the  40  percent  acres  tlmt  are  not  planted  ? 

Mr.  HoHENiiERT..  If  the  Secretary  required  diversion? 

Mr.  Taylor.  Yes. 

The  Chairman,  I  am  saying  you  said  he  could  divert  as  many  as 
40  percent  of  the  16  million  acres. 

Mr.  HoiiENBERG.  Yes,  sir. 

The  CiiAiRfttAN.  How  would  that  land  be  diverted?  What  about 
the  payments?  How  would  the  payments  be  made? 

Mr.  HoHF.NKERG.  Tlie  payments  would  be  made — — 

Mr.  GiLLEN.  There  would  be  no  diversion  payments. 

Mr,  HoHENBERG.  It  would  be  on  the  effective  allotment,  that  which 
is  left.  In  other  words,  60  percent  of  16  million. 

The  CiiiURMAN.  But  what  would  become  of  the  acres,  40  percent 
acres,  40  percent  of  16  million  would  be  about 

Mr.  Taylor,  6,4  million. 

The  Chairman,  Now,  what  would  you  do  with  those  acres? 

Mr.  HoHENBERo.  Well,  under  the  act  of  1905,  those  acres  are  re- 
stricted to  what  they  can  be  used  for  under  diversion.  Under  the 
Department  set-aside  proposal  tliey  are  restricted  to  what  they  can 
be  used  for.  However,  if  the  Secretary 

The  Chairman.  Would  you  want  to  change  the  present  law  on  that 
score? 

Mr.  HOHENBERG.   No,  Sir. 

The  Chairman.  Leave  it  as  it  is  ? 

Mr,  Hohenberg.  Yes,  sir,  except  the  Department  has  suggested  that 
in  case  of  sliortages,  cotton  could  be  planted  on  those  set-aside  acres 
and  we  support  that  viewpoint. 

The  Chairman,  Now,  how  would  you  allocate  the  60  percent  acres 
that  you  want  to  plant  the  cotton  on  ? 

Mr.  TAYLOKt  We  did  not  advocate  60  percent,  Mr.  Chairman.  We 
said  that 

The  Chairman.  I  undei-stand  you  did  not  but  I  am  assuming 

Jlr,  T.VYLOR.  Assuming  that  he  would  divert  the  40  percent? 

The  Ciiairmax.  That  is  right, 

Mr.  Taylor.  We  would  as  I  say,  base  If  on  consumption  against 
profiuctioii,  which  would  give  you  this  formula  we  are  talking  about 
tiie  way  we  luue — simply  figured,  worked  out  about  two-thirds.  Every- 
one would  get  tlieif  pro  rata  share.  All  producers  would  get  their  pro 
rata  part  based  on  their  domestic  allotment. 
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Mr.  HoHBNBERG.  Mr.  Chairman,  you  are  really  aaking,  ia  it  grang 
to  be  on  the  historic  basis  ? 

The  Chairman.  I  am  just  asking  you  how  will  it  be  allocated,  thit 
is  all. 

Mr.  HoHENBERG.  On  the  historic  basis. 

The  Chairman.  Now,  how  would  that  be  drtermined  as  to  -wlieliBr 
or  not  you  want  to  get  60-40  or  70-30 ! 

Mr.  HoHBNBERO.  I  think  this  would  have  to  be  np  to  the  Secntuy 
to  determine  but  based  on  supply-demand  conditions. 

The  Chairman.  And  the  farmers  would  have  nothing  to  do  wifli 
it.  Hiere  would  not  be  any  vote ! 

Mr.  Taylor.  We  think  diversion  should  be  up  to  the  Secretary. 

The  Ch.'Virman.  In  other  words,  you  would  leave  it  in  the  hands  of 
the  Department  of  Apiculture  to  nx  the  number  of  acree  required — 

Mr.TATLOR.  Yes,  sir. 

The  Chairman.  To  produce  cotton  that  may  be  disposed  both 
domestically  and 

Mr.TATiiOR.  Yes,  sir. 

The  Chairman.  And  then  the  allocation  of  thoee  acres  wotUd  be 
based  on  whatever  the  farmers  planted  in  l^e  past. 

Mr.  HoHENBERG.  Yes,  sir. 

The  Chairman.  How  many  years  would  you 

Mr.  HoHiiNBERo.  As  in  the  act  of  1%5. 

The  Chairman.  No  change. 

Mr. HoHENBERo.  Wedidnotattempttochangethat. 

The  Chairman.  Now,  did  I  understand  you  to  say  that  you  would 
more  or  less  do  away  with  the  loan  feature  or  would  not  it  amount 
to  that* 

Mr.  Taylor.  No,  sir,  it  would  not.  We,  of  course,  had  a  position 
and  are  still  thinking — we  still  think  we  have  a  much  betteo:  type  pro- 
gram without  a  loan,  but  we  know  politically  this  may  not  be  u- 
ceptable  and  we  have  said  if  it  is  not  acceptable,  we  go  alraig  with  ' 
most  of  the  producers  groups  and  I  guess  what  would  db  the  second 
beet  thing  would  be  90  percent  of  the  actual  world  market  price  U 
determined  by  facts  over  the  past  2  or  3  years. 

TheCHAiHMAN.  And  that  loan  would  be 

Mr.TATLOR.  Three  years. 

The  Chairman.  Would  be  available  througli  the  Oommoditr 
Credit? 

Mr.  Taylor.  Yes,  sir.  The  figures  are  available  to  them. 

The  Chairman.  What  would  you  do  with  excess  productionf  Sup- 
pose the  Secerta^  would  make  a  mistake  in  his  estimates. 

Mr.  Taylor.  Well,  this  is  why  we  have  the  diversion  feature  of  i^i 
to  40  percent.  If  they  do  make  a  mistake,  then  the  Secretary  takes  thit 
into  consideration  when  making  his  proposals  for  the  coming  y«r. 
Nobody  can  tell  what  the  weather  is  going  to  be. 

The  CiiAmMAN,  Who  would  hold  the  bag  in  the  meantime!  Thit 

Mr.  Ta  YT,oR.  I  do  not  th  ink  you  would  hold  any  bag. 
The  Chairman.  You  would  have  to  have — if  you  cannot  use  H* 
cotton,  somebody  will  have  to  hold  it. 
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3Ir.  HoHENBERG.  You  mean  at  90  percent  of  world  price ! 

Mr.  Tatlor.  He  is  just  talkiiiff  about  oversupply. 

The  Chairman.  Would  the  (XC  hold  it* 

Mr.  HoHBNBERO.  Yes,  sir. 

The  Chairman.  At  what  price  could  the  CCC  sell  it  ( 

Mr.  Taylor.  Of  course,  that  would  be 

Air.  GiLLEN.  We  would  go  along  with  the  present  law,  which  is  not 
more  than  llOpercentof  the  loan  price. 

The  Chairhan.  Well,  you  are  not  far  removed  from  the  present  law 
except  that  you  do  away  with  the  parity  concept. 

Mr,  GiLLEN.  That  is  correct,  sir. 

The  Chairman.  And  you  would  get  away  as  much  as  you  can  from 
the  loan  program. 

Mr.  GiLi-EN.  If  we  do  continue  with  the  loan  pr<^ram  we  think  that 
in  order  to  regain  back  our  export  markets  and  much  of  our  domestic 
markets  from  synthetic  competition,  both  here  and  synthetic  competi- 
tion from  abroad,  then  the  loan  price  must  be  reduced  to  a  realistio 
level  so  we  can  compete. 

Tlie  Chairman.  Well,  how  do  you  expect  to  increase  your  world 
sale!!  under  the  one-price  system  when  that  is  the  case  now  ?  We  are 
o(>erating  on  the  one-price  system  and  it  was  said  in  1965,  you  may 
have  said  it  yourself  for  all  I  know. 

Mr.  Tatlor.  I  was  not  here  but  if  I  had  been  here  I  probably  would 
have. 

The  Chairman.  Of  course,  you  would.  The  sales  would  have  gone  np. 
It  did  not.  And  then  the  domestic  mills — it  was  said  that  they  would 
increase  their  consumption  from  9.4,  which  was  about  the  amount  then, 
to  about  a  million  bales  more  which  would  make  it  over  10  million 
bales,  but  it  has  not  happened  that  wav.  It  is  now  lower  than  it  was  by 
over  a  million  bales  in  1966. 

Mr.  Taylor,  Well,  we  think,  Mr,  Chairman,  that  primarily  two 
thinas  have  caused  this. 

The  Chairman.  Well,  let  us  forget  about  those  two  things.  That 
ia  weather.  That  is 

Mr.  Tatlor.  This  is  part 

The  Chairman.  But  that  same  condition  can  exist  under  the  pro- 
posal you  make.  You  are  assuming  that  everything  will  be  hunky 
dory. 

Mr,  Tatlor.  No,  sir,  I  do  not  think  we  are  assuming  that  at  all. 
I  would  like  to  say  that  the  two  things  that  I  think  are  important 
and  for  the  record  I  think  they  are  important,  one,  from  1965,  syn- 
thetics have  dropped  from,  a  price  of  something  over  80  cents  to, 
give  or  take  a  little,  to  40  cents  a  pound  and  just  as  important,  maybe 
more  important,  is  the  fact  that  the  1965  act  in  our  opinion,  nae 
not  been  administed  correctly. 

The  Chairman.  What  is  the  trouble? 

Mr.  Taylor,  The  act  says 

The  Chairman.  We  might  find  the  solution  if  you  can  tell  us  what 
the  trouble  is. 

Mr.  Taylor.  The  language  as  we  interpret  it,  says  that  the  price 
for  American  cotton  should  be  90  percent  of  the  estimated  world 
price.  I  think  that  we  can  get  facts  and  figures  together  to  show  you 
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that  this  has  not  been  the  case,  that  we  have  not  had  a  Govfflnmcnl 
loan  price  of  90  percent  of  the  world  price.  We  have  kept  it  mudi 
hi^er. 

Tlie  CiiAiKMAX.  But,  now,  under  your  plan  it  would  be  90  percent 
of  what? 

Mr.  Taylor.  Actual.  "We  take  the  facts.  There  would  be  no  esti- 
mation to  it. 

The  Chairman.  Well,  would  not  the  foreign  producers  then  sell 
or  have  cotton  available  just  under  the  90  peixMint  as  it  has  m  the  past! 

Mr.  Tatlok.  If  you  take  the  woi-ld  price — we  do  not  tJiink  they 
could  produce  it  themselves  under  the  world  price. 

The  Chairman.  That  is  what  we  thought  also  when  we  fixed 

llr.  Taylor.  Yes,  but  it  was  not  administered  right. 

The  CiiAiRMAX.  That  is  all  right.  You  can  [wint  at  me. 

Mr.  Taylor.  No,  sir;  I  did  not  point  at  you,  I  think  the  facts  and 
figures  will  show  the  Department  did  not  set  tJie  price  at  90  percent 
of  the  world  price,  the  loan  price. 

The  Ciiairmax,  I  want  to  get  facts  from  the  Dei)artment, 

Mr.  Taylor.  If  yon  need  any  hol|)  we  would  like  to  vohinteer  our 
services.  If  you  want  to  check  tlieir  figures  we  can  get  you  some 
ourselves. 

Tlie  Ciiairmax.  AMiat  I  would  like  you  to  do  is  put  the  facts  as  yon 
know  them  in  connection  with  the  testimony. 

Mr.  Taylor.  Wc  would  be  very  happy  to. 

The  Chairman".  AVe  might  find  a  cine  as  to  why  this  tiling  will  not 
work. 

Mr.  Taylor,  It  would  have  worked  we  think,  if  it  had  been  admin- 
istered as  what  we  think  the  intent  of  Congress  was. 

(The  infonnatioii  js  as  follows:) 

Amkkicax  Cottos  Shippeks  Absociatiox, 

Wii'liiiiijUm,  D.V.,  March  8, 1970. 
Spiintor  Au.E.v  .T.  Ellekdeb, 
Chairman,  Ctimmittvc  on  Agriculture  and  Forcntry, 
U.S.  fiMjatp.  Wanhington,  B.C. 

Deab  Sexatob  Eijxnder:  FurMinnt  to  jiuir  request  of  February  26,  ISHO, 
af.taclipd  for  the  reronl  is  an  nimlyslM  preiKired  liy  Ihe  Aiiiurlran  Cotton  Sfalpprn 
AsBOclntiun  which  outlines  fii  detail  Hie  fact,  thnt  under  the  Food  miil  Agri- 
culture  Act  of  IflC),  the  Vuited  Sliites  Depiirtiuent  of  Atn-iculturo  did  not  set 
the  loan  rale  for  cotton  iit  W/e  of  tlie  estluinted  avemge  world  mnrlipt  prlte. 

The  niurkets  HaiiIyK<<d  are  thone  iiiaTkel»  where  U-S.  cotton  suffered  its  uiotit 
severe  !(>»««.  Urenwiil  nnd  Itreiuen.  X\t»>,  It.  Is  senrrnlly  ret'ognlied  thnt  tlie 
most  accurate  statistics  available  are  from  the  iiforeuieutioiied  iiiarkete. 
Sincerely, 

Ngal  p.  Gillen, 
Vlz-c  PrvMiiunt  and  Oc-ncral  Cowfuff. 

WoRij>  .Market  I'ricb  fob  Haw  Cotton 

1)  The  Kiiod  and  AEriculttire  Ai-t  of  l!Mi,l  xet  the  nverape  Loan  for  the  1986 
crop  at  21.00*  i>er  ixntnd.  Title  IV.  Section  402(d)  (2)  of  the  Act  (.IHttCftmorf 
#/)  dlrectM  tliat  the  Ijonn  for  suweedliiK  croiw  he  set  at  iiot  more  than  90ft 
rat  thee(rtiniate<lnvemKe  world  nnirket  iirice. 

2)  In  Xoveinher  lIMfti,  the  I'SI1.\  set  (lie  averaire  r»nn  rate  for  Middling  1" 
at  20.'2r>(  iM>r  iiound  for  the  ]JH>7  ci-0|>.  Tliereiifter,  the  t:SUA  set  the  Loan  tt 
the  sAiiie  'Jft.'2^  per  jxiund  for  Ihe  fullowiiid  thre<'  croiis — IDGS,  196H.  and  J97II- 
lAich  of  these  liOini  aiinouticeineiits  was  made  In  Octol^er  or  November  of  tki 
yeer  preceditiK  the  erop  year  In  queotloa. 

Since  the  l^SIiA  left  the  Loan  at  the  same  20.25^  per  pound  levd  for  Otf 
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conaecntlve  years,  one  might  conclude  tliat  world  prices  bad  remained  ccHwtAnt 
for  the  poat  three  years  and  llhely  will  remain  at  thia  same  eoastaut  level 
next  season.  Allowing  the  U.S.  to  re>tain  en  adequate  share  of  the  world  market 
for  cotton.  However,  world  price  and  import  statistics  teU  cjulte  a  different 
storj-.  (Bee  Attaehnient  #2.) 

3)  Attachment  #S  contains  price  data  for  Bremen  and  Liverpool  collected  liy 
tie  USDA  for  the  past  several  years.  Atlachmentii  #i  oiirf  #S  show  what  lias 
liappeued  to  L'.S.  iaiportii  in  Bremen  and  Ijiverpool,  as  contrasted  with  the 
record  of  competing  foreign  growths.  Our  performance  in  these  two  imijortaiit 

e«  Dollar  markets  ia  typical  of  what  has  hapiieued  to  L'.^.  iuiports  In  Free 

liar  marhets  nil  over  tbe  world. 

I)  Atlachmettt  #ff  la  the  Liverpool  CIF  Index  for  Strict  MiddUug  11/16", 
is  charted  by  the  Liverpool  Cotton  Review,  a  ilistiugiiished  tottoii  market  letter 
read  by  cotton  people  all  over  the  world.  We  have  added  monthly  average  prices 
for  LIS.  Strict  Middling  1-1/16"  to  the  chart  aa  yon  may  see  the  comparison  tor 
tbe  years  1060-1069. 

The  Liverpool  CIF  Index  may  well  be  the  closest  thing  we  have  to  a  true 
"world  market  price"  for  Strict  Middling  1-1/16",  E^urope'a  "bread  and  butter" 
description.  Please  see  Atlaclnnvnt  #S  for  explanation  of  the  OIF  Index 
ingredients. 

5)  Attaohment  #7  ia  an  example  calculation,  converting  GIF  Europe  prices 
back  to  an  FOB  warehouse,  Memphis,  Tennes.'tee  basis.  This  calculation  is  haned 
cm  the  coBt-to-land  fonnnla  used  by  the  USDA/OCO  for  price  analysis  purposes. 
These  calculations  make  it  clear  our  Loan  Fates  are  teed  above  world  prices. 

6)  Without  question  the  obligation  to  support  cotton  at  a  minimum  of  65% 
parity,  as  dire«ed  by  the  1965  Ac-t,  made  it  Iniiwssible  for  the  USUA  to  recog- 
nise world  price«i  and  put  the  Loan  below  20.25^.  We  niust  presume  budgetary 
considerations  simply  would  not  peruiit  it  As  it  is,  the  1969  crop  payment  was 
14.73«  and  the  1970  crop  payment  will  be  16.804.  If  the  1970  Loan  had  been  set 
at  lll.2ri$.  it  would  tiave  co^  the  Treasury  about  $60  million  more  in  payments 
in  order  to  comply  with  the  65%  parity  support  proviso.  An  l*i.25((  I»un  would 
have  added  another  $S0  million  to  the  Treasury's  burden. 

7j  If  we  are  l<i  have  a  liealtliy  export  buBlneau— and  we  cannot  have  a  viable 
cotton  industry  without  it — we  must  frankly  recognize  the  fuudamentai  fact 
that  cotton  is  a  world  cash  crop.  The  only  way  the  American  farmer  can  regain 
tbe  foreign  markets  he  must  have  is  with  a  detennined  willingness  to  meet  price 
with  price,  over  a  sustained  period  of  time,  and  his  governuieut  nmst  formulate 
a  forward-looking  prograui  to  help  him  make  that  effort.  Ilolding  prices  above 
the  world  level  as  we  have  been  doing  Is  SURE  DISA8TEK. 

8(  We  should  try  to  avoid  the  mistakes  of  the  past  by  setting  tile  Loan  price  at 
not  more  than  90%  of  the  ai^liiiit  world  price,  using  a  formula  which  accuralel]/ 
reflecW  the  cost  of  moving  cotton  from  U.S.  farms  to  the  markets  of  the  world. 
Oar  testimony  contains  the  followlue  recommendation:  Tbe  price  support  loan 
rate  (or  Middling  1-1/16".  if  there  is  to  be  a  loan,  should  not  more  tiian  90% 
of  the  price  for  Strict  Middling  1-1/16"  in  major  Imjiortlnfi  markets,  for  major 
growths  sold  in  those  markete  for  the  preceding  three  yeans,  or  not  more  than 
t5%  of  the  national  average  direct  cost  of  producing  L'.S.  cotton  in  the  preceding 
three  years,  whichever  Is  lower. 

9)  One  final  thought:  If  our  Amerieflu  textile  mills  were  able  to  iwy  American 
cotton  at  the  eiiulvaleut  of  the  true  world  price,  the  impact  of  foreign  textile 
imports  would  be  lessened  apiireciabl  j. 

(The  attachnients  are  as  follows:) 
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Attacbmknt  1 

Becdon402(d  t  (2)  of  the  Food  and  AgricultureAct  of  1965 : 

"(3)  Price  support  for  each  such  crop  of  upland  cotton  shall  be  madeavailaWe 
to  cooperators  through  loans  at  such  level,  not  exceeding  a  level  which  will 
reflect  for  Middling  one-inch  upland  cotton  at  average  location  in  the  United 
States  no  per  centum  of  the  estimated  average  world  market  price  for  Middling 
one-inch  upland  cotton  for  the  marketing  year  for  such  crop,  as  tbe  Secretary 
determines  will  provide  orderly  marketing  ot  cotton  during  tbe  harvest  season 
and  will  retain  an  adequate  share  of  the  world  marliet  for  cotton  produced  in 
the  United  States  taking  into  consideration  the  factors  specified  in  section  401  (b) 
of  this  Act:  Provided,  That  tbe  national  average  loan  rate  for  the  1966  crop 
shall  reflect  21  centii  per  iMiund  for  Middling  one-inch  upland  cotton." 
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AlTACHHIINT    2 
!E  OF  WORIO  MARKET  (1,000  BALES) 


IKO-ei  )o  196S-«9.li(vr«;  ICAC  H 


'  10fi9-70  mures— USOA< 


SPECIAL  PBOOEAUS   0 


TEE  U.S.  OOVEBNUENT  F 


t  BINAfJCl.tO  COPTOS   1 


Eacli  year  the  epedal  programs  of  tbe  U.S.  Ooremmeiit  for  flnaacing  cottoa 
exports  cover  a  significant  part  of  onr  exports.  Tbeae  programs  luclade  PL-tSO, 
EX~IM  Hank  Loans,  and  Dollar  OreOtU  (COC  OBM-i). 
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Saam:  USDA  Cotton  SiU»liiln(JMiMrv  1970). 

),Googlc 


I ! 


«H 

j 

li 

» 

i 

1 

3 

S 

1 

C2 

3^ 

>-= 

1 

n 

i 

1 

X 

1 

s 

1 

X 

1 

1 

' 

s 

E 

B 

^ 

= 

|i 

1 

°" 

1 

1 

s 

X 

J 

° 

s 

1 

s 

: 

'j 

^S!^^S!^^!C!SS'^a    I 


££££££££38315    : 


aSSRSSSSSRRRJ    ■: 


i  I   I 


nigiti7ed:^;,  \-il-KJVlC 


1 

h 

i 
i 

1 

1 

1 

t« 

Jl 

1 

m 

„ 

=■  s 

1 

1 

i 

3 

X 

1 

1 

1 

1 

i 

1 

i 

li 

1 

£ 

1 

s 

5 

* 

! ' 

1 , 

S^SSSSSHST^SS 


Digitized  .yGoOglc 


RS=;^£SS::aSJRS    •■ 


:;a22gassa 


ssi^^s.siss:tssB  : 


KSiSSK^SSSS 


s;!:?ss3:s3«s; 


11 

IS 

li 


1=11 


l|5^i,J|l 


d^^SW 


iglc 


i" 

1 

h 

g 

s 

1 

21 

X 

7fl 

3« 

i 

1 

s 

a 
1 

Ii 

i 

1 

1 

1 

s 

°l 

£ 

1 

£ 

i 

1 

a   _ 

£   1 

1 

i    1 

it 

i 

1 

1 

i  i 

1 

11 

1 

a  5 

£ 

?■ 

!! 

z 

^a 

=  M 

1 

=« 

s 

t. 

^1 

S 

ii 

a 

P 

ii 

I 

1 

1 

1 

1 

8 

1 

1 

>■ 

HP^jiiidfilill^ 

Digitized  3,G00glc 


41-6-19—70 13 


SSI 

;;asssssst»ssa 

;:     n» 

3= 

acess 

] 

h 

^^■A^^H^Uxk'f.^'A 

t     t^-A'Ai.vlsitis 

^ 

j: 

1 

i 

^ 

1 

IS 

eeEeesssssss 

SiSSSSSSSSS 

i 

! 

u 

t^RSSRSliStS 

i 

s^ 

S3aS=SC!SSSi:::S 

R     Sis3;:ics»tsij 

i 

h 

SJ;^^ggggg!S!S!l!flS 

S      S>£^riIJriE:iK!i 

1 

g 

s 

SS££SSH=S5Sa 

S       SSSSSSSKK 

1 

= 

kS        sSSsJKsgfSiS 

Si     i^xiiiisii^iJiSKR 

s 
1' 

"13 

sssssssassst!! 

S      3SSSS3«S8 

a 

i 

3s 

-i-jsisisjasisssSisi 

91     ^trittiAtiiik 

t   . 

i 

! 

1 

jj 

1 

s 

^SS3!::;!SS8SStS» 

&      SSSfSsSSRIR 

B 

Sl 

fk^Ti7i^%^^^^^^ 

S     sisSsiefSJiSiSR 

i! 

i 

S  i 

i 

. 

SR«=;asSR»»S!S 

^     cisaesasss 

HI 

!l 

« 

1 

i^gSfScSKijsjSfijeis 

!^       SR^II^K1^!^)!J1^ 

i  - 

1 

lesvssssisssiss 

»       SCeSRSSSSS! 

11! 

i^ 

JsssJsssSSfSrtliKi 

S       RKiKiEililirijSR 

if 

12 

-t  ^ 

k 

11 

SSSSfiSSSSKSSS 

5     s^snsssfsas 

W 

i 

■SSiSjS(SS!S!S!SSi?;fS 

si     !:s:!jriR^^!SK: 

1 

-  2^ 

1    £  |e 

B 

^"S 

sss5Ksas8as= 

3       SSSSiCSSSS 

1  i  It 

i 

1. 

-1 

SiRSKiSSKiRKiaSS 

Ki       SESsSSaSRR 

m 

S 
" 

ii 

'  Uv 

s 

II 

^s 

SS»:::S«i!!S!i!tSSS 

a     i!t«as983!f:n 

!  igi- 

g 

ll 

ssassasaaasisS 

!S       RSKiSS^irfaR 

a 

i 

i 

.:i 

11 

i 

. 

? 

1 

^ 

1 
1 

JirJiill 

*.ii 

ll 

iii 

ll 

ii|i| 

!,Googlc 


Attachuent  4 
raw  cottoh  imports-eermahy  (1,h 
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MARKET  SHARE  (PERCENT) 
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Attachment  5 
ittoh  imports— united  kingdom 
thousands  of  bales 
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COMPARISON  OF  IIVEMOOL  CIF  INDEX 

ND  HEMPHIS  TEIMTORY  STRICT  MDDLIHO   1-1/16" 
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Attach  MENT  7 

Cu.NVEKsioN ;  Clt'  Europe  to  FOB  Wakeiioube.  Memphis 

1)  Thp  LlverjKMd  CIF  liwli-x  (or  Striit  Middling  lA"  was  ta.lii  on  Febc* 
arj-  2(1. 1970.  That  .-onvcrtN  iih  f.illowf : 

CIF  K«roiN'.  ni't  wi'lghts aU 

Ja'ss  10  iwr  ffuX IM 

Total  aO 

Ii<-Ks :  Octrmi  fri'lKtit ;  iDMiininL-v ;  afcfnt's  ooiiimlxstlou  iDterlor  cost-to-land 
(cxcliidlnK  ovt<rh<-i)<I,  iinillt,  nnd  bu.viDg  (.■ommiuHioii) 5.W 

FOB  wurplioiiHi',  McmphlH ;  ct'osh  wi'lelits 1ft  TS 

Fur  <-oiii|inrlMoii :  llKtU  loan  at  Memphis  (3.5-^.9  Mlcronalre) : 

Strict  Middling  lA  Inches M» 

Middling  lA  inehes— Hfi 

Strict  Low  Middling  lA  Intliea 0.9 

n,g,ti7ed:^;,V_i00'^lc 


2)  Even  if  we  take  tlie  Iiigliest  prices  currently  being  actlrely  quoted  among 
the  12  styles  whlcb  make  op  the  CIF  Index — Mexican  Sinaloa/Sonora  for 
Joly/Aiigust  shipment  at  29.75<  and  T&nzanlan  AS.  Mwanza  No.  1  at  30.00^ 
for  August/September  abipment — Uie  result  still  shows  our  loan  values  are  welt 
chore  CIF  Europe  equivalents. 

Mr.  GiixEN.  One  of  the  problems,  Senator,  in  this  regard  was  tliat 
the  loan  rate  is  presently  20^4  cents  per  pound  for  the  coming  season 
and  it  was  the  same  price  last  season. 

Xow,  for  this  particular  season  they  add  an  additional  million 
acres  and  the  expense  of  that  additional  acreage  did  not  permit  the 
loan  rate  to  be  lowered  because  when  you 

The  Chairman.  Was  not  the  reason  for  that  to  give  farmers  a 
chance  to  produce  cotton  that  was  actually  needed  at  me  time  by  the 
trade* 

Mr.  Taylor.  Yes,  sir,  and  we  agree  that  they  made  the  right 
decision. 

Mr.  GiLLEN.  Groing  back  over  tlie  years  under  the  act,  in  order  for 
the  Department  to  reach  90  percent  of  world  price,  it  would  have  had 
to  increase  the  production  payment  to  meet  the  requirement  of  65 
percent  of  parity.  The  Bureau  of  the  Budget  would  not  permit  this 
because  it  would  have  increased  the  cost  of  5ie  program  substantially, 
because  when  you  decrease — say,  if  you  decrease  the  loan  2  cents,  then 
the  increase  In  the  production  payment  is  not  a  proportionate  increase. 
The  increase  would  be  much  larger  on  tlie  production  pajment,  much 
larger  than  2  cents.  So,  this  is  one  of  the  problems  we  did  have  and 
this  is  one  reason  why  we  suggest  going  away  from  the  parity  concept 
because  it  did  take  away  this  flexibility  and  in  the  end  it  boiled  down 
to  a  budget  question. 

Tlie  (^aihman.  Well,  does  not  your  program  boil  down  to  getting 
production  from  those  farmers  who  can  produce  at  world  prices? 

Mr.  HoHENBERO.  Ycs,  sir. 

Mr,  Taylor.  We  favor  efficiency. 

The  Chaifman.  At  world  prices?  You  are  shaking  your  head,  yes. 
Vou  agree  with  me  ■-■ 

Mr.  HoHENBERO.  Our  program,  we  feel,  is  designed  especially  for 
the  efficient  producers. 

The  Chairman,  Exactly,  and  that  would  end  in  more  or  less  the 
de.'^ruction  or  bankruptcy  of  all  those  who  were  not  efficient  producers. 

Afr,  HoiiENBERG.  Well 

The  Chairman,  And  would  not  it  shift  the  planting  or  ppodu(*ion 
of  cotton  from  the  South  or  parts  of  the  South  to  the  West  ? 

Mr.  HoHENBERQ.  Xot  nccessarily,  sir.  We  have  as  part  of  the  $10 
tiillion  research  program  that  you  asked  for  in  the  present  law,  the 
^Department  makes  studies  of  cost  of  production  in  various  areas  and 
it  varies  greatly  from  area  to  area.  It  is  divided  up  into  about  15  areas 
and  within  each  area  it  varies  greatly  from  farm  to  farm.  But  as  the 
witness  from  Arizona,  for  example,  testified,  they  had  some  land  that 
Had  the  second  highest  cost  of  production  and  the  second  lowest  vrithin 
the  same  Stat*.  So,  we  have  the  figures  here.  Some  of  the  lowest  costs 
of  production  is  in  the  South,  For  example,  in  the  Mississippi  Valley. 

The  Chairman.  In  the  delta. 

Mr.  HoiiENBBRo.  In  the  delta,  yea,  sir.  In  1966  it  was  one  of  the 
lowest  cost  areas  overall. 
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The  Chaibman,  "Well,  do  you  think  that  the  cotton  farmers  of  this 
coiuitrj" — take  the  best — could  produce  enougli  cotton  at  world  pricesi 

Mr.  IIoiiKNiJERG.  In  the  deltti;  yes,  sir.  In  1966  it  was  one  of  the 
Deimrtiiient  studies  and  perhaijs  tliey  sliould  be  updated  beoanse  the 
last  one  they  hnve  is  forlflfiC. 

The  Chairman.  I  am  just  asking  you  that.  You  are  a  studrait  of  the 
cotton  problem. 

Mr.  JIouKNBEHO.  AVell,  I  am  not  a  fanner,  sir. 

Tile  CiiAiRsiAx.  Well,  I  know,  but — that  is  why  you  t^lk  as  yon 
do.  If  you  wL'i-e  a  farmer  you  miglit  change  tohf  mind.  [Tjaiightor.) 

Mr.  I  Ioiikxbeim;.  AVell,  Mr.  C'haimiiin,  my  firm  has  been  in  business 
for  92  years. 

The  Ch.virman.  Your  a.ssociation  IteueBts  by  the  large  number  of 
bales  that  tire  sold  and  tliat  aiv  haudleil. 

Mr.  JIoHK?.-RKR(!.  If  we  have  a  larger  offtake,  we  would  have  more 
cliaiii-e  to 

The  Chairman.  And  no  matter  what  the  cotton  sells  for,  your  fees 
are  about  the  same,  are  they  not  i 

Mr.  HoiiKNBiut(i.  Well 

The  Chairman.  Well,  the  point  is 

3Ir,  Tai-liiii,  Mr.  C'liiiirinan.  we  advocate  here  in  supiwrting  the 
producer,  we  do  not  contend  that  he  should  pi-oduce  cotton  at  world 
prices  without  Cfovernmeiit  aid.  We  are  the  first  to  admit  this  and  ire 
used,  ns  I  say,  a  figure  of  10  cents  a  pound.  We  are  not  ad^ioc^iug 
this.  We  ju.-it.  n«.'  that  for  easy  figuiing  but  we  are  advocatine  tl» 
Govennnent  certainly  sii]>port- the  farmer.  I  mean,  we  are  not  a&ng 
that  he  do 

The  Chairman.  Assuming  that  your  plan  would  go  through,  what 
would  be  youi'  method  of  coni|>eiisating  the  farmers? 

ilr.  Taylor.  As  we  ssiid  earlier,  we  have  a — we  figure  this  concept 
liere  of  ,w  much  jKiyment  be  made  based  on  liis  domestic  allotni^ 
and  consumption  in  this  countrj'.  And  he  would  be  paid  on  tliis  basis 
which  is  not  too  far  awav  from 

Tlie  Chaii!.m.\n.  AA'ell,  how  would  you— would  you  have  a  method 
to  fix  what  the  cost  of  nrodnction  is '( 

Mr.  Tayixjr.  I  tliiuK  nolKidy  can  fix  the  cost  of  production,  no.  sir, 
because  the  cor^  of  |>iodni-ti(in  in  stmic  areas  as  Jlr,  Hohenljerg  pointwi 
out  in  this  l)ooklpf ,  is  different  fnnn  area  to  area.  It  varies  every  year 
with  the  weather,  and  so  forth. 

The  Chairman.  That  is  what  I  said  ^-esterday  when  somebody 
proposed  tliat  we  put  a  <'Pi-titi<'iitc  on  ever^- bale  of  cotton. 

Mr,  Tayijjr.  I  agree  witli  you  100  ijeix-ent. 

The  Chairman.  'ITiat  camiot  be  done. 

Ml'.  Tayixjr.  I  do  not  say  it  cannot  be.  Yon  asked  me  whether  I 
tlionglit  it  was  a  good  idea.  I  ajnt'ed  with  yon. 

The  Chairman.  How  would  you  do  it  i 

Mr.  HoiiKNHJutfl.  As  in  the  act  of  IflB.I,  you  would  have  to  make  the 
pavmeut  direct  to  tlie  prodn<ers. 

Jlr,  TAn.oR.  The  same  way.  We  are  not  advocating  any  change  i" 
the  way  the  payments  be  made. 

The  CiiAiRMAx.  How  would  you  Hx  it?  How  would  it  be  paid? 

Mr.  GiLi-EN.  Based  upon  tliis  Jonnula  here. 
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Mr.  TaTlor.  Here  we  have  this  formula  on  page  4. 

The  Chairman.  Will  you  describe  it  and  be  a  little  more  specific? 

Mr.  GiLLEN.  You  take,  for  example,  Senator,  that  the  previous  year's 
domestic  consumption  was  8  million  bales  and  take  for  discussion 
purposes  also  this  year  we  produce  12  million  bales.  You  divide  8 
by  12  times  the  actual  production  in  pounds  that  the  farmer  produced 
from  his  effective  allotment. 

The  Chairman.  What  would  be  the  net  result  'i 

Mr.  GiLLEN,  That  would  result  in  a  payment  of  G6%  on  the  total 
allotment. 

Mr.  HoHEMBERO.  If  the  payment  rate  were  set  at  15  cents  a  pound 

The  Chairman.  He  is  the  witness.  He  may  differ  from  what  you  say. 

Mr.  GiLLEN.  If  you  use  a  production  payment  of  15  cents  per  pound, 
you  would  decrease,  you  would  cut  that  payment  by  two-thirds  and 
that  would  be  the  overall  payment.  That  would  he  the  rate  of  payment 
for  the  entire  cotton  crop,  all  producers.  In  other  words 

The  Chairman.  Irrespective  of  his  costs  ? 

Mr.  GiLLEN,  Irrespective  of  his  costs,  right. 

The  Chairman.  Two-thirds  of  what? 

Mr.  GiLLEN.  Two-thirds  of  whatever  the  figure  is  tliat  the  Depart- 
ment decides  is  f^oiajr  to  be  the  cost,  the  cents  per  pound.  Now.  that 
could  possibly  be  determined.  We  have  in  our  formula  a*  cents  per 
pound  Ijiit  to  be  fair,  should  only  be  based  upon  what  is  a  reasonable 
averape  cost  of  production.  As  we  siiy,  it  varies  from  area  to  area.  We 
might  differ  among  ourselves.  The  Department  has  figui-es  that  show 
you  that  witliin  a  State,  from  county  to  county,  from  farm  to  farm, 
production  costs  varj'. 

Now,  a  lot  of  witnesses  here  have,  like  ourselves,  advocated  that  we 
use  actual  instead  of  projected  yield.  If  you  can  figure  out  down  to  the 
farm  what  the  actual  yield  is,  I  think  yon  can  certainly  figure  out  what 
his  cost  of  production  is.  It  will  be  difficult  and  it  will  entail  some 
bookkcei>ing,  more  bookkeeping  on  thg  part  of  the  farmer  and  on  tlie 
part  of  the  Department,  but  it  can  be  figured  out. 

Mr.  Taylor.  Mr.  Cliairman,  I  want  to  make— could  I  make  this  just 
alittle  bit  simpler? 

Tlie  Chairman.  I  hope  somebody  does. 

Mr.  Tatlor.  I  wanttopiititindollareandcents. 

The  Chairman,  I  want  the  gentleman  to  your  right  there  to  listen 
to  you.  He  listened  to  him.  And  see  if  he  has  a  different  version  from 
you  two.  A\1iat  I  would  like  to  find  out  is  let  us  be  specific.  Let  us  take 
!  or  3  years'  production  or  a  year's  production,  any  way  you  want,  and 
thow  us  how  that  farm 

Mr,  Taylok,  According  to  this  formula  and  assuming  that  the  Secre- 
ary  requires  a  40-percent  diversion  and  in  our  suggestion  that  would 
)e  the  maximum  allowed  under  the  law,  that  would  be  the  worst  that 
ould  happen  to  the  producer.  So.  assuming  that  with  these  facts  in 
nind  and  assuming  that  we  use  16  cents  a  pound,  or  better  say  $75  a 
>ale,  that  would  mean ■ 

The  Chairman.  Use  $75 — ~ 

Mr,  T\nxiR.  A  payment  of  $75  a  bale  or  15 

The  Chairman.  To  the  producers. 

Jfr.  T.\n/iR.  Yes,  assuming  these  thinifs.  Fifteen  cents  a  pound  pav- 
oent,  a  diversion  of  40  percent,  an  8-million  bale  consumption  in  this 
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country,  and  actutil  production  of  12  million  bales,  with  this  formuli 
this  would  mean  a  payment  to  the  producer  of  $50  a  bale  on  his  toUl 
allotment,  and  the  reason  we  are  suggesting  it  on  the  total  allotment 
i-ather  than  the  way  they  do  it  today  is  because  we  agree  with  you  100 
]>ercent.  Just  like  you  said  yesterday,  we  want  the  producer  to  gat  jaid 
for  what  he  does.  We  agree  with  you  all  the  way  on  this  and  we  tnink 
that  would  encourage  liim  to  produce  his  total  allotment  rather  thm 
just  the  65  percent  of  it,  which  so  many  of  them  are  doing  today. 

The  Chairman.  Well,  as  you  said,  tnat  would  eliminate  the  parity 
formula  concept. 

Mr.  Ta'tlor.  Yes,  sir. 

The  Chairman.  Do  you  agree  to  that? 

Mr,  HoHENBEBo.  Yes,  sir. 

Mr,  Tatlor,  I  do  not  know  whether  that  is  clear. 

Mr.  HoHENBERG.  Yes,  sir.  In  other  words,  if  you  use  15  cents  a  pound 
and  had  8  million  domestic  production  and  12  million  acre  Bllotmeot, 
that  would  be  10  cents  a  pound  or  $60  a  bale  under  those  figures. 

The  Chairman.  How  would  he  reach  this  figure,  say  of  10  cents  & 
pound  ?  What  would  be  his  method  ? 

Mr.  HoiiENBERG.  This,  I  would  say,  would  be  up  to  this  committee 
and  Con(*ress  to  determine  the  payment  rate. 

The  Chairman.  I  do  not  mean  the  payment  rate.  How  would  he 
determine  that  the  payment  should  be  15  cents  a  pound! 

Mr.  HoHKNBEBu.  Tliis  would  liavo  to  be  spelled  out  in  the  law  iteeli 

Tlie  Chairman,  Well,  would  it  not  depend  on  productionf 

Mv.  TxYixin.  Yes.  sir:  exactly.  Cost  of  production  would  certainly 
entpr  into  it. 

The  Chairman.  Well,  would  not  that  be  mostly  the  only  eloneott 

Mr.  Tait^r.  Well,  I  think  a  producer  has  got  to  make  a  pn^  is 
well.  There  are  other  things  that  come  in  besides  this.  We  are  the  first 
to  agree.  All  of  these  things  should  lie  taken  into  consideration. 

The  CwAntMAN,  Well,  soinelibdy  suggested  now,  just  as  you — some- 
body suggested  yesterday  that  the  cost  of  production  be  set  here,  evwy- 
body  gets  so  much,  irrespective  of  whether  that  cost  of  production 
makes  a  profit  or  not.  Some,  it  will  make  a  profit,  others  it  will  not 
And  in  addition  to  that  you  liaTe  a  little  supplement  of  maybe  x  cents 
per  liale.  Does  your  pmgram  envision  that  also? 

Mr.  TAYr/>R.  No.  sir.  What  you  are  talking  about  would  be  two  dif- 
ferent 1  ypes  of  ]>ayinput..  We  have  only  advocated  one  type  of  payment 
We  agree  with  exactly  what  voa  said  yesterday  when  you  said  yoo 
thought  it  was  some  kind  of  subterfuge  and  we  do  not  believe  Congteffl 
would  buy  it. 

The  Chairman.  And  then  may  one  of  you  repeat,  what  would  yon 
do  with  the  diverted  acres  and  what  would  it  cost  under  your  pn^^uD 
in  contrast  to  what  it  costs  now  to  keep  these  diverted  acres  mA  of 
production  ? 

Mr.  TATT/m.  We  would  not  change  the  law  as  it  is  written  today. 
We  would  leave  thiit  exactly  as  it  is.  what  they  would  do  with  the 
di^'ertod  acres.  We  are  not  ad^'ocating  any  change.  As  far  as  the — 

Tlio  Chairman.  And  how  would  the  p^ments  to  the  ownen  of 
these  diverted  acres  t)0  made  and  how  would  it  be  calculated  f 

Mr,  Tattxjr,  They  would  be  made  just  like  they  are  made  today,  pW 
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directlr  to  the  producer.  They  would  be  calculated  as  we  have  out- 
lined here  in  this  formula  of  ours,  which  I  hope  I  explained. 

The  Chairuan.  Would  this  payment  on  the  diverted  acres  be  in 
addition  to  the  payments  that  you  are  now  proposing^ 

Mr.  Taylor.  Yes,  sir. 

Mr.  HoHENBKRG.  No.  He  is  talking  about 

Mr.  Tatxor.  No,  sir.  I  did  not  underhand  that.  No,  sir.  You  would 
only — you  would  be  paying  on 

The  Chaibman.  What  I  am  trying  to  get  from  you  is,  What  are  the 
various  costs  to  the  Government !  Mow,  you  say  that  if  the  Secretary 
of  Agriculture  decides  that  15  percent  is 

Mr.  Tatloh.  Mr.  Chairman,  if  we  assume — we  are  going  to  pay 
them  on  domestic  consumption.  Their  pro  rata  part  of  the  domestic 
consumption.  And  we  are  assuming  this  is  8  million  bales,  so  th^ 
would  be  paid  on  the  basis  of  the  8  million  bales. 

The  Chairman.  Eight  million  bales,  and  then  the  rest  of  the  land 
is  diverted, 

Mr,  Taylor.  They  would  not  be  paid  on  that. 

The  Chairman.  All  right.  Any  further  questions  ? 

Senator  Curtis.  No  questiom?. 

The  Chairman.  Senator  Bellmon ! 

Senator  Joroan.  Mr,  Chairman,  may  I  ask  a  question  ? 

Senator  Curtis.  I  have  got  one  question.  What  would  your  proposal 
do  to  the  total  return  per  pound  for  that  portion  of  the  cotton  farmer's 
crop  that  was  used  doms^ically !  Would  it  raise  it  or  lower  it  frcMn 
now  ?  Counting  all  payments,  everything, 

Mr.  Taylor.  It  would  depend,  of  course,  rai  what  payment  the 
Department  or  Congress  would  decide  on.  We  are  not  advocating  any 
specific  payment.  We  do  not  think  that  ia  within  our  realm  but  the  pro- 
fessionals who  know  about  these  things  would  decide  the  payment  and 
this,  of  course,  would  determine  the  answer  to  your  question. 

Senator  Ctmns.  Does  your  proposition  boil  down  to,  in  the  main, 
putting  the  Government  extra  compensation  or  subsidy  on  the  domestic 
part  of  the  crop  only  ? 

Mr,  Tayix)R.  Yes,  sir. 

Senator  Curtis.  That  is  all. 

Senator  Jordan.  Mr,  Chairman,  I  believe  he  pretty  well  explained 
to  my  satisfaction  what  would  aid  now  in  the  sale  of  cotton  to  the 
foreign  market,  which  has  slipped  badly.  One  question  I  would  like 
to  ask,  do  you  think  we  are  spending  enough  money  for  research  in 
producing  a  cheaper  cotton,  a  better  quality  cotton  ? 

Mr.  Taylor.  Senator  Jordan 

Senator  Jordan.  You  have  got  $10  million  that  the  farmer  pays 
now  for  that. 

Mr.  Taylor.  Senator  Jordan,  we  have  advocated  here  that  we  think 
at  least  5  percent  of  the  total  cost  should  be  put  into  research.  We 
feel  strongly  about  this,  we  think,  of  course,  the  research  we  have 
had  up  to  now  has  helped,  but  it  certainly  has  not  been  sufficient.  We 
definitely  need  more  money,  but  we  would  also  go  a  little  further 
and  advocate  if  we  did  get  more  money  that  a  large  part  of  it  should 
be  spent  in  production  research  and  cost  of  services  and  handling 
research. 
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We  would  also  like  to  suggest  that  what  wb  would  call  a  moon  flhot 
type  approaeli  be  used  in  a  research  proffram.  In  other  words,  we  think 
they  ought  to  figure  out  definitely  ahead  of  time  what  th«r  obiectives 
are.  Tliey  ought  to  figure  out  time  schedules.  They  ought  to  look  at 
priorities  in  parts,  and  so  forth.  If  they  can  go  to  the  moon,  I  think 
they  can  certainly  do  this  through  research  and  this  is  what  we  need. 
Everyone  has  testified,  that  I  have  heard  testify,  that  this  is  important 
and  we  would  like  to  see  become  a  part  of  any  new  program. 

Senator  Jordan.  Well,  would  that  include  marketing  and  consump- 
tion incentives,  advertising,  and  promotion 

Mr.  Tati^>r.  Tliis  would  be  a  part  of  it  but  as  I  say,we  think  if 
you  do  not  have  something  to  promote,  there  is  no  sense  to  trying  to 
promote  it.  So,  we  feel  you  have  got  to  go  to  costs  first.  If  you  can  get 
tlie  costs  down  then  this  would  come  later. 

Senator  .Toim.vx,  You  feel  the  clieaper  cotton  would  be  more  ccan- 
j>etitive  with  the  niiinmade  fiber? 

Mr.  TAn/>R.  Yes,  sir. 

Senator  Jordan.  You  stilted  that  manmade  fibers  have  dropped  »t 
least  half  in  the  last  4  years  in  price  and  some  lower  than  that. 

Mr.  Tayix>r.  Yes,  sir ;  I  am  afraid  so. 

Senator  .Tordax.  That  is  all  the  questions  I  had,  Mr.  Chairman. 

The  Chairman.  The  protection  that  you  would  allow  the  farmer 
would  be  on  the— on  wliatever  lie  produces  for  domestic  consumption. 

Mr.  Tayt«r.  You  say  protection,  you  mean  the  payment  we  would 
give  him? 

The  Chairman,  Yes.  That  is  what  I  am  talking  about, 

Mr.  Tatix)r.  Yes,  air. 

The  Chairman,  Now,  how  would  you  provide  for  cotton,  for  the 
production  of  cotton,  that  would  bo  sold  abroad? 

Mr.  Tayi^r.  You  mean 

The  Chairsun.  How  would  that  be  grown? 

Mr,  Taylor,  Well,  it  is  all  grown— Jul  ien,  do  you  want  to  ansirer 
that? 

Mr,  HonENiiERG.  I  will  try  to  answer  it.  The  Secretary  would  be 
authorizing  this  program  to  have  up  to  16  million  acres  or  a  muiimiun 
16  million  acres  of  allotment,  so  he  would  liave  the  discretion  to  de- 
termine how  many  allotted  acres  would  be  available,  but  the  payment 
would  only  be  based  on  those  for  domestic  consumption,  but  it  would 
be  si)read  out,  if  you  want  to  call  it  that,  over  the  entire  productiio 
from  the  allotted  acres. 

The  ("iiairman.  Well,  let  us  take  the  example  you  gave  us  of  the 
8  million  bales.  Would  thiit — would  the  production  of  that  8  million 
acrei!  be  all  the  production  permitted  or  would  you  permit  the  [W- 
diH-tion  of  more  cotton? 

Mr.  IToiiKXnKRH.  Yes.  sir.  We  would  permit — the  Secretary  could 
only  cut  down  to  40  percent, 

Tlie  Cjiairma.n.  I  undeiTstand. 

Mr.  HoiiBNBKRu.  So  it  could  be  moi-e  than,  yes,  sir. 

The  CiiAiRM.\N.  \Vell,  do  you  visualize  that  the  cotton  produced  on 
the  aci-es  fliat  lie  said  were  necessni-y  only  for  domestic  consumption 
or  would  it  envision  tlie  sale  of  cotton  abroad  also? 

Mr.  HoireNBKRo,  I  would  think  it  would  have  to  envision  the  3th 
of  cotton  abroad,  too,  yes,  sir. 
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Tte  Chairman.  So  that  the  Secretary  would  be  allowed  to  provide 
the  acres  necessary  for  both 

Mr.  HoHENBEBG,  Yes,  sir. 

The  Chairman.  Foreign  sales  and  domestic. 

Mr.  HoHENBERG.  Ycs,  sir. 

The  Chairman.  But  the  payments  would  be  relegated  to  the  cotton 
iised  and  produced  for  domestic  consumption. 

Mr.  HoHENBESG.  Yes,  sir. 

The  Chairman.  Any  further  questions  ?  Thank  you. 

Mr.  Taylor.  Thank  you,  sir,  we  appreciate  it  very  much. 

The  Chairman.  Mr.  Greiner. 

STATEMENT  OF  FRED  J.  OBEINER,  DIBECTOE,  PUBLIC  A7FAIES, 

aus  e.  LmwooD  tifton,  econohist,  mile  DTSUSTEY  TOTm- 

DATION 

if  r.  Greiner.  Thank  you,  Mr.  Chairman. 

The  Chairman.  All  right.  Will  you  both  identify  yourselves  for  the 
record* 

Sir.  Greiner.  My  name  is  Fred  J.  Greiner,  director  of  Public  Affairs 
of  the  Milk  Industrj'  Foundation.  Accompanying  me  is  Mr.  E,  Lin- 
wood  Tipton,  who  is  an  economist  for  the  foundation. 

"We  have  a  statement  which  we  request,  be  made  a  part  of  the  record. 
I  will  read  part  of  it  because  its  tecluiical  nature  and  summarize  the 
rest  of  it  in  the  interests  of  time,  if  it  is  satisfactory  to  the  chairman. 

The  CHAffiMAN.  Yes.  Proceed  in  your  own  w&y. 

Mr.  Greixer.  The  foundation  is  a  trade  association  representing 
dairy  companies  engaged  in  the  processing  and  distribution  of  fresh 
milk  and  fresh  milk  products  in  ail  sections  of  the  TTnifed  States. 

I  appear  before  you  today  in  regard  to  two  matters  of  dairy  legis- 
lation that  are  presently  pending  m  the  Congress. 

First,  we  appeal  to  this  committee  to  give  general  support  to  the 
special  milk  program  and  specifically  urge  you  to  act  favorably  on 
legislation  dealing  with  this  subject. 

Second,  we  urge  cert^ain  modifications  to  tiio  proposed  legislation 
dealing  with  the  dairymen's  class  I  base  plan.  These  amendments  are 
designed  to  insure  the  right  of  new  producers  to  freely  enter  the 
market. 

Congress  in  its  wisdom  saw  fit  to  enact  a  class  I  base  plan  as  title 
I  of  the  Food  and  Agricultural  Act  of  1965.  Since  that  time  numerous 
amendmonts  have  Ijeen  proposed  and  the  authority  for  base  plans  will 
expire  on  December  31, 1070.  Since  this  committee  has  been  requested 
to  include  amendments  in  a  general  farm  bill,  we  would  propose  cer- 
tain suggestions  with  respect  to  the  provisions  of  the  class  I  base 
plans. 

First,  it  should  be  clear  that  tlie  foundation  is  not  opposed  to  class  I 
base  plan  legislation  |>er  se.  However,  we  have  consistently  opposed 
provisions  which  can  be  construed  to  permit  substantial  restrictions 
or  barriers  to  milk  nio\'ements  between  markets  smd  to  the  entry  of 
new  producers,  both  of  which  artificially  enhance  the  value  of  bases. 

From  ]iast.  exi>erience  we  know  that  certain  groups  of  producers 
and/or  handlers  may  find  it  in  their  interest  to  erect  barriers  to  the 
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entry  of  either  bulk  or  packaged  milk  from  other  sources,  as  wdl  as 
new  producers.  The  consequences  of  such  barriers  can  be  devastatipg 
not  only  to  those  producers  or  handlers  who  are  outside  the  barrier 
but  also  to  consuiHE^rs  who  must  ultimately  stand  the  brunt  of  unnec- 
essary higher  prices. 

It  shoifld  also  be  pointed  out  that  class  I  base  plans,  which  reqaire 
a  producer  to  either  earn  his  lias©  by  producing  milk  for  some  period 
of  time  while  receiving  less  than  the  base  price,  or  by  purchase  of  tlie 
right  to  a  base  from  ajiother  producer  ptSTnits  and  encourages  capi- 
talization of  bases.  Tlius,  the  bases  become  valuable  assets.  Let  me  ei- 
plain  this  further.  The  one  class  I  base  plan  otwrating  under  Fedenl 
orders  is  in  Seattle,  Wash.  Based  on  experience  in  Seattle,  as  well 
as  in  the  States  where  class  I  base  plans  have  been  in  existence  for 
a  number  of  years,  it  is  estimated  that  if  similar  class  I  base  plana 
were  adopted  in  all  U.S.  Federal  milk  markets,  the  total  \iilue  ftf 
class  I  bases  would  be  about  $21^  billion.  This  would  be  a  windfall  gift 
of  about  $20,000  for  the  average  dairy  fanner  under  Federal  orcfers. 
Automatically  this  increases  tne  cost  of  production.  This  incnesed 
cost  must  result  in  lower  net  returns  to  farmers  or  higher  prices  to 
consumers.  Just  paying  the  interest  on  this  additional  capital  require- 
ment would  be  50  cents  per  hundredweight.  This  means  the  a\-e»ge 
milk  price  could  increase  3  cents  per  half  gallon  across  the  Natioo. 
All  of  this  -would  be  inflationary  for  there  would  be  no  increased 
productivity  resulting  from  the  increased  capitalization. 

Senator  Cmrria.  Would  you  yield  for  a  question  right  there! 
Would  that  $20,000  be  a  cost,  to  milk  producers  alrctuly  in  the 


Mr.  Greinfk,  For  a  dairy  farmer  who  had  a  base,  he  would  in 
effect  have  built  into  his  cost  the  $20,000  as  I  understand  it,  yes. 

Senator  Ci"i{Ti6.  But  he  would  not  be  paying  out  $20,000  now. 

Mr.  Greinfu.  No.  But  if  a  farmer  wanted  to  come  into  tiie  busineaSf 
he  would  ha\ !'  to  pay  $20,000  for  that  base  which  becomes  a  coat  to 
that  dairy  fanner. 

Senator  CmTis.  Yes.  It  becomes  a  cost  to  the  new  one, 

Mr.  Greiner,  Yes. 

Senator  Curtis  But  an  asset  to  the  follow  wlio  wants  to  sell  it 

Mr.  Greiner,  Right. 

Mr.  TiPTox.  Since  it  ig  an  asset,  though,  that  fanner  must  be  ibis 
to  receive  a  sufficient  return  from  his  production  to  pay  interest  or 
he  has  the  alternative  of  selling  that  base  for  $20,000.  So,  he  muat  be 
able  to  get  an  adequate  return  on  that  $20j000  which  is  now  involvBd 
in  his  capital  assets  just  like  the  cost  of  his  bam  is  or  the  cost  of  hi* 
land  or  anything  else.  It  is  a  cost  of  production  and  iie  most  gettn 
adequate  return  on  it. 

Senator  Curtis.  Well,  I  do  not  agree  with  that  because  he  is  exactly 
in  the  same  position  he  was  before  only  that  something  he  had  hw 
become  ^Tiluable  if  he  wants  to  sell  it.  His  coats  have  not  increased. 

Mr.  Tipton.  But  to  keep  him  in  the  milk  production  business  he 
must  get  an  adequate  return  on  that  investment. 

Senator  CuKTie.  He  has  to  now. 

The  Chairman.  Well,  in  order  to  do  that,  though,  he  is  called 
upon  to  vote,  is  he  not,  as  to  whether  or  not  ne  wants  this  form  of 
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troduction  i  That  is,  a  production  where  he  can  sell  direct  to  the 
ner  his  giude  A  milk.  That  was  the  original  purpose  as  I  under- 
of  the  act  we  enacted  back  in  1938,  that  these  mi]kshed  areas 
be  able  to  have  the  milk  so  treated  that  it  could  be  sold  direct 
te  Secretary  of  Agriculture  would  come  in  and  fix  the  floor  for 
Ik  produced  uiuier  those  conditions. 
Greiner.  Essentially  that  is  correct,  yes. 

CiiAiRMAX.  Tliat  is  correct.  All  right.  Now,  as  I  envision  what 
angee  here  are,  that  probably  should  be  made,  to  permit  that 
tinue  and  if  necessary  for  those  milk  producers  who  provide 
'or  the  production  of  cheese  and  butter  and  other  things,  their 
rt  price  sliould  be  pix>bably  raised, 
Greiner.  We  are  not  testifying  to  that  position. 
Chairman.  You  are  not,  but  I  mean,  that  it  what  is  envisioned, 
n,  that  is  wliat  could  liappen  and  that  is  what  should  happen 
e  it  strikes  me  that  as  I  see  it,  the  original  law  which  was  en- 
in  1938  wherein  ti\e  farmers  in  a  certain  given  area,  milk  pro- 
in  a  certain  given  area,  would  agree  to  produce  milk  under 
cy  conditions  prescribed  by  someone,  either  the  State  or  ths 
■  or  whatei'er,  and  for  that  milk,  and  if  he  voted  himself  into 
arketing  area,  for  that  milk  he  would  receive  a  floor. 
Greiner.  Correct.  With  the  classiflcation  of  the  milk,  class  I, 
leak. 

Chairman.  All  right.  And  it  was  hoped  that  with  the  Axing 
.  floor,  it  would  at  least  get  costs  of  production  plus. 
Greiner.  Cori-ect. 
Chairman.  Now,  instead  of  doing  it  that  way,  instead  of 
istering  that  law  that  way,  what  happened  was  the  blend  price 
into  being  so  that  in  Chicago,  for  instance,  we  had  an  area 
vhere  only  41  percent  of  the  milk  produced  in  that  area  was  sold 
to  the  consumer  and  the  rest  of  it  was  used  to  make  butter  and 
And  in  order  to  continue  that  productiouj  what  happened  was 
hatever  the  support  price  was,  assuming  it  was  $4.50,  and  the 
ixed  by  the  Secretary  to  be  $6,  that  would  make — this  blend 
rould  come  about  by  adding  the  support  price  to  the  floor  price, 
that  by  2,  and  let  it  go  at  that. 

Greinek.  Senator,  in  1965,  though,  that  basic  act  which  at- 
;d  to  do  these  things,  was  amended  to  add  class  I  base  plan. 
Chairman.  I  am  talking  about  the  1938  act. 
Greiner,  I  understand.  Now,  we  come  up  to  1965  when  they 
■A  the  dairyman's  class  I  base  plan  which  then  did  say  to  the 
farmer,  this  here  is  a  technique  in  which  you  produce  the  class  I 
livide  up  that  market,  so  to  speak.  Is  this  correct  ? 
Tipton.  Yes, 

Chairman,  Divide  it  with  whom  ? 

Greiner,  Themselves.  In  other  words,  the  producers  wlio  are 
■an  say  we  are  going  to  divide  up  and  produce  only  so  much  of 
i5s  I  milk  and  we  will  get  bases  and  certainly  will  be  assured  of 
iig  a  certain  amount  of  money,  assured  of  receiving  this  class  I 
or  this  miik.  If  we  exreed  our  base  then  we  will  have  to  take  the 
price  for  the  other  milk.  This  is  es.sentially  what  happened  in 
Jur  testimony  is  to  the  effect  that  this  system  works  to  the 
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detriment  of  the  prodticer  who  is  on  the  outside  aiid  there  is  really 
no  way  he  can  get  in,  so  to  speak,  to  produce,  to  share  in  this  market 

The  Chairman.  Now,  to  what  extent  does  the  language  in  the  bill 
we  are  considering  and  the  proposals  made  and  accepted  Ey  Mr.  HcaJy 
and  others  cliangethnt? 

Mr.  Greinkk.  Well,  I  have  this  in  my  statement.  There  are  four 
sections  we  would  like  to  speak  to  on  new  producers.  So,  if  I  may 
continue 

The  ("^HMRJiAN-.  Well,  as  a  matter  of  fact,  does  it  change  it  at  all ! 

Mr.  Greiner,  Oli,  yes,  substantially.  From  what  it  is  now.  In  other 
words,  the  bill  that  is  presently  pending  before  the  Congress 

Tlie  CHAiRiiAK.  Changes  it  from  what  it  is  now. 

Mr.  Greiseb.  Ri^it, 

The  Chairman.  That  is  what  I  desired  you  to  talk  about.  Not  now 
but  when  you  reach  it,  just  show  if  you  will,  how  the  1965  amendment 
cliaiiired  the  liW8  act  and  how  the  present  amendments  may  change- 
will  further  change  the  1938  act, 

Mr.  Greineh.  In  quick  summary,  and  then  continuing  with  the 
statement,  basically  the  problem  stems  fi-oni  how  new  jirothicers  get 
into  the  marketplace,  so  to  speak.  So  may  I  say  this  now,  starting  on 
my  statement,  top  of  page  4. 

We  are  pleased  tluit  specific  provisions  are  contained  for  the  entry 
of  certain  "new  prodiifei-s."  Three  categoiies  of  new  pmdncers— 
those  descrilwd  in  the  amended  set^tion  8c(5)  (B)  (ii),  (f )  (iii).  (iv), 
and  ( v)  appear  to  lie  adequate.  And,  now,  I  am  tjilking  about  tne  bill 
that  is  both  i>ending  here,  the  McGovern  and  Proxmire  bill.  That  is 
3483,rhclieve. 

The  Chairman,  I  understand.  That  is  a  part  of  the  consensus  bill. 

Mr.  Greixer.  That  is  tlie  consensus  bill  in  the  House  Agriculture 
Committee.  We  think  there  are  three  sections  which  are  qiiit«  adequate, 
and  are  needed  to  do  this  job.  To  explain  those:  first,  (Mause  (f)tiii) 
provides  the  manner  by  which  dairy  farmers  who  were  not  pro- 
ducers under  the  order  when  the  plan  became  effective  but  who 
become  producers  under  the  order  by  reastm  of  the  plants  to  wMch 
they  are  deliverinfr  milk  I>ecoming  regulated  under  the  order  will 
receiveliases.  That  IS  one  thing. 

Clause  (f)  (iv)  covers  the  reentry  of  producei-s  who  have  previously 
discontinned  their  dairy  farm  enterprise  or  who  have  transferred  bas« 
orsoldthcni  toother  prmlucers.  That  is  another  tyiie. 

The  ('hairman.  Now,  those  new  producers  yon  speak  of  there  are 
local  producers.  It  does  not  envision  ont  of  State,  does  it? 

Mr.  Gkeinek.  Tliey  could  he  iiiiy  type  of  producers. 

X[r.  TiiTox,  Aiiv|)lai'e^ 

The  CiiAiHMAx.  Any  type,  any  place,  Wisconsin  could  come  to 
>rississippi. 

Mr.  (iKEiNEii.  Yes,  sir.  Tf  lie  is  descrilwd  simply  as  a  prochicer  uiulff 
the  ordei' and  meeting  that  desi-ription. 

The  CuAiRMAx.  All  li^ht.  And  that  would  be  done  irrespective  of 
what  the  regulations  are  in  the  market  whicli  that  milk  is  sent  from, 
let  us  say,  Wisconsin  or  ilinnesota,  to  Mississippi,  Alalmma,  or 
Xew  York, 

Mr.  (iRKixKR.  Well,  the  sanitary  regnlntions  wonld  be  separate  and 
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apart  and  if  the  State  or  local  health  authority  for  some  reason  found 
tnat  milk  to  be  unacceptable,  not  to  meet  their  standards,  the  milk 
would  not  move.  That  has  notliing  to  do  witli  the  Federal  order  per  se. 
The  only  basic  requirement  in  the  Federal  order  is  that  the  milk  must 
meet  local  standards  and  the  local  authority  is  the  one  that  would 
prevail. 

The  (Chairman.  All  right. 

Mr.  Greiner.  Now,  clause  (f )  (v)  contains  provisions  under  which 
a  dairy  farmer  who  has  a  history  of  production  but  who  was  ncrt  de- 
livering milk  as  a  producer  un(Jer  the  order  when  the  plan  becomes 
effective  may  obtain  a  base  when  he  becomes  a  producer  as  defined 
under  the  order.  And  these  piovisions  are  the  ones  that  need  amend- 
ing, in  our  opinion. 

Stripped  of  its  very  broad  and  general  verbage,  clause  {f)(ii) 
directs  the  Secretary  to  give  such  new  producers  a  base  which  he 
determines  to  be  "proper."  This  could  be  quite  restrictive  in  that  the 
guidelines  pi^ovided  the  Secretary  are  broad  and  in  some  cases  con- 
tradictory, virtually  defying  reconciliation. 

In  addition  to  granting  the  Secretary  of  Agriculture  authority  to 
give  such  new  producers  a  very  limited  base,  the  final  sentence  under 
this  clause  provides  that  "pivaducer  bases  so  allocated  shall  for  a 
period  of  not  more  than  3  years  be  reduced  by  not  more  than  20 
percent  *  *  *." 

Apparently,  the  money  which  is  extracted  from  new  producers 
entering  the  market  under  these  provisions  will  be  given  as  a  fran- 
chise payment  to  the  established  producers  with  bases. 

If  tiie  new  producers  under  clause  (f)(ii)  were  not  given  a  fair 
starting  base,  his  share  in  the  market  growth  would  be  meaningless. 

Clause  (f)  (ii)  is  quite  important  since  over  a  long  period  of  time 
virtually  all  producers  will  be  new  producers  and  forced  to  enter  the 
market  either  by  earning  their  base  under  clause  {f){ii)  or  by  pur- 
chasing one  from  other  producers.  If  restrictions  are  authorized  on 
the  entry  of  these  new  producers  the  value  of  bases  will  be  greatly 
enhancei5. 

In  order  to  prevent  undue  capitalization  of  bases,  we  urge  the 
committee  to  amend  this  bill  so  that  Section  8c5(d)ii  would  read  as 
follows: 

"(ii)  for  providing  bases  for  dairy  farmers  not  delivering  milk 
as  producers  under  the  order  upon  becoming  protlucers  under  the 
order  who  did  not  produce  milk  during  part  of  the  representative 
period,  and  these  new  producers  shall  within  90  days  after  tlie  first 
regular  delivery  of  milk  at  tlie  price  for  the  lowest  use  classification 
specified  in  such  order  be  allocated  a  base  equivalent  to  those  allocated 
to  producers  at  the  inception  of  the  plan," 

If  I  may,  I  will  simply  summarize  our  provision  on  the  school  milk 


progi-am. 

The  Chairman.  I  suppose  you  are  for  all  of  those, 

Mr.  Oreiner.  Riglit.  If  I  may  put  it  in  the  record  we  simply  do 
think  the  program  has  made  substantia]  contributions  to  nutritional 
welfare  of  schoolchildren. 

Tlie  CiiAiitMAN,  Every  person  who  came  before  us  is  going  to  do 
what  you  are  proi)osing  to  do,  I  know  that  in  advance.  Continue  the 
program.  I  think  they  are  good  programs. 
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Mr.  GsEnTER.  Well,  we  do,  too.  We  think  it  has  made  a  Bubetan- 
tial  contribution  to  nutrition  and  we  would  hope  the  committee  in  its 
ju^;ment,  would  decide  how  to  do  it  and  if  tney  can 

The  Chairman.  Have  you  any  new  suggestions  as  to  how! 

Mr.  Greiner.  No.  Either  through  the  farm  bill  or  through  the 
special  authorization.  Perhaps  the  farm  bill  would  be  the  choice.  If 
you  have  any  questions  furtlier  on  tliis  we  will  be  glad  to  respond. 

The  Chairman.  There  is  only  one  question  that  bothers  me  at 
times.  It  is  this.  If  a  milkshed  is  directly  bounded,  you  have  so 
many  milk  producers  there  who  decide  that  they  want  to  go  into  this 
program  and  that  the  Secretary  of  Agriculture  fixes  this  base  paid, 
that  is,  fixes  the  floor  paid,  will  not  the  new  producers  that  may 
come  from  other  States  Kind  of  disrupt  whatever  market  agreemeot 
will  be  made  for  a  given  area  to  the  point-where  the  floor  price  may 
become  affected  to  the  point  where  the  producers  there  will  not  be 
able  to  sell  their  goods  at  a  profit,  that  production  at  a  profit  J 

Mr.  Greiner.  I  would  like  to  defer  to  Mr.  Tipton  on  that. 

The  Chairman,  Do  you  understand  what  I  am  trying  to  drive  atl 

Mr.  TiFTON.  Yes. 

The  Chairman.  In  other  words,  when  a  group  of  farmers  say  that 
t^ey  will  deliver  so  much  milk,  produce  so  much  milk  at  a  certiun 
price,  if  you  permit  milk  to  come  from  other  areas,  the  demand  or 
the  request  would  be— there  will  be  a  push  on  to  lower  and  lower  the 
price.  And  is  not  that  unfair  to  those  who  vote  themselves  into  an 
area  with  a  marketing  agreement?  Is  not  that  unfair  to  themf 

Mr.  Tipton.  Well,  I  uiink  there  are  two  parts  to  it  that  I  would 
like  to  respond  to. 

In  the  first  place,  the  bill  has  in  it  certain  restrictions  on  the  way  and 
manner  in  which  a  new  farmer  can  ent«r  the  market.  In  each  case 
there  is  authority  to  pay  that  new  farmer  entering  the  market  the 
lowest  use  classification  for  up  to  90  days.  That  in  itself  is  a  substan- 
tial restriction  on  a  new  farmer  coming  into  the  market  and  he  would 
not  likely  come  into  the  market  unless  he  was  going  to  permanently 
associate  himself  with  the  market  and  produce  on  a  permanent  bass 
because  he  normally  could  not  afford  to  incur  that  lower  price  for 
the  first  90  days  of  his  delivery. 

The  other  part  of  it  is  that  there  are — you  can  probably  turn  the 
question  around  and  say  is  it  fair  to  isolate  the  market  to  the  extoit 
that  only  the,  producers  who  liap|)en  to  be  producing  milk  at  the  time 
the  plan  went  into  effect  could  be  the  ones  to  produce  for  the  market! 

We  think  that  is  not  a  proper  way  and  that  there  should  be  provi- 
sions so  that  there  is  competition  between  areas  of  production.  It  does 
cost  more  to  produce  milk  in  Florida  than  it  does  cost  in  Wisconsin, 
and  there  needs  to  be  a  reasonable  amoimt  of  competition  between  the 
dairy  fanners  in  these  two  production  areas.  And  bo,  therefore,  we 
think  that  the  milk  should  be  permitted  to  flow  between  the  markets 
without  any  undue  restrictions,  recognizing  that  there  should  be  some 
kind  of  a  limitation  to  make  sure  that  when  the  milk  does  move  be- 
tween the  markets  it  does  become  associated  with  the  market  wi  • 
rather  permanent  basis  and  does  not  associate  itself  with  the  maitet 
just  to  take  ndvnntage  of  some  temporary  price  misalinement  or  some 
temporary  advantage. 
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The  Chairhan.  Well,  su})po6e  this  were  to  go  into  effect  and  you 
would  have  more  grade  A  milk  come  in  there  and  you  would  flood  the 
market.  Would  not  that  have  the  tendency  of  pressing  down  the  floor 
fixed  by  the  Secretary  ? 

Mr.  Tipton,  Well,  it  would  have  the  tendency  of  reducing  the  base 
price  or  the  blended  price,yes. 

The  Chairman.  Well,  if  that  occurred,  then,  would  not  that  be  a 
violation,  would  not  it  amount  to  more  or  less  of  a  violation  of  the 
agreement  that  the  producers  in  that  area  had  entered  into? 

Mr.  Tipton.  Well,  I  do  not  know,  sir,  any  other  way  in  which  you 
can  maintain  any  degree  of  competition  and  any  determinative  of  a 
reasonable  price  in  an  area  unless  it  is  available  to  compete  with  milk 
from  some  other  area. 

Now.  it  might  well  be-  ■  — 

The  Chairman.  Well,  I  can  well  understand  if  the  areas  are  sepa- 
rated but  here  vou  are  permitting  people  from  other  areas  who  have — 
who  receive  a  fair  amount  of  support  price  in  cheese  and  butter  mak- 
ing to  come  and  barge  into  an  area  wherein  the  farmers  have  voted 
themselves  into  it  and  into  which  the  Secretary  of  Agriculture  has 
come  in  and  put  a  floor  on  the  price  of  the  milk.  And  on  the  other 
hand,  would  not  that  lead  to  a  greater  nmouiif  of  milk  produced 
in  that  area,  that  is,  the  area  that  has  been  tised  or  tliat  has  been 
predetermined  ? 

Mr.  Tipton,  Sir,  the  pricing  standard,  the  standards  under  which 
the  Secretary,  is  to  establish  prices  in  each  of  these  markets,  is  basically 
one  of  supply  and  demand.  He  is  to  set  a  price  which  will  provide  an 
adequate  supply  for  the  demand  of  that  market. 

Xow,  there  is  no  restriction,  in  fact,  the  net  currently  is  r|uite  fir»P- 
oific  thnt  there  shall  be  no  rei--triptions  on  milk  from  other  areas.  So, 
when  the  Secretarv  sets  the  price  in  a  local  market,  that  price  must  he 
one  that  will  bring  forth  an  adequate  supply  nf  milk  either  fi-om  the 
local  market  or  from  alternate  sources  and  we  would  propose  not  to 
chnnire  that  concept  at  all  and  in  fact,  we  want  to  make  sure  that  the 
provisions  are  such  that  the  milk  from  the  alternate  sources  can  come 
into  the  market. 

The  CHAniMAN.  Well,  now,  what  is  there  in  your  proposal  or  in  the 
language  we  are  now  considering  to  prevent  the  supply  of  milk  to  ex- 
cewl  tlie  demand  ?  From  the  outside, 

Mr.  Tipton,  Well,  there  is  nothing  to  prevent  it  as  such  but  the 
Secretary  of  Agriculture  would  still  be  responsible  for  setting  the  price 
that  was  reasonable  to  bring  forth  an  adequate  supply  and  not  exces- 
sive. 

The  CriAiRMAN.  I  say  suppose  that  supply — suppose  he  fixes  a  sup- 
ply at  .7-  numlier  of  gallons.  Could  not  that  supply  lie  considerably 
altered  by  iwnuitting  others  to  come  in  from  areas  awav  from  this 
marketing  area? 

Mr.  TiiTON.  Yes.  sir.  it  could  be. 

The  CnAinMAx.  Well,  would  not  that  seriously  affect  the  area  in 
which  this  would  happen? 

Mr.  Tii-rnx.  Well.  yes.  it  would  have  an  eff'ect  on  it.  but  by  the  same 
token,  it  might  be — you  might  have  areas  in  which  even  wlien  the 
Secretary  set  the  price  there  was  not  an  adequate  supply  produced  in 
the  local  market. 
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The  Chairuak.  Well,  if  that  is  shown,  then,  of  course,  that  wodd 
affect  the  retail  price  and  I  can  well  undenitand  that  in  areas  like  that, 
tiiat  it  might  be  advisable  to  permit  milk  to  come  in  to  supply  tia 
demand. 

Mr.  TiFTON.  And  Uiat  is  what  we  are  trying  to  provide  for  here, 
is  to  make  sure  that  that  avraiue  is  open  to  the  Secretary  whenever  he 
determines  that  to  be  the  case. 

The  Chairuait.  Is  there  anything  in  there  to  prevent  an  oversapply 
of  the  demand  at  the  time  the  order  is  issued  ? 

Mr.  GrREXNER.  I  believe,  Mr.  Chairman,  to  take  one  attempt  at  Uiat 
one,  that  generally  speaking,  in  the  areas  we  are  talking  about,  if  it 
is  a  deficit  area  and  milk  is  ming  shipped  in  there,  that  the  people  will 
find  it  unprofitable  at  some  point  to  snip  milk  in  because  of  the  price 
structure  and  they  will  find  that  the  price  structure  becomes  attrac- 
tive only  so  long  as  there  is  a  market  tor  the  milk.  If  once  the  supply 
reaches  the  point  of  filling  all  the  demand,  the  price  is  going  to  iop, 
which  will  then  make  it  less  attractive  for  the  outside  milk  to  come  in. 
This  is  what  happens.  It  is  physically  what  happens  in  the  Federal 
market  orders  today,  speaking  of  deficit  areas. 

I  think  one  other  point,  that  when  we  talk  about  local  areas,  actually 
we  are  talking  about  substantial  areas  because  of  the  order  being  ex- 
panded to  other  points,  being  consolidated,  so  that  in  some  places  we 
have  rather  broad  coverage  of  Federal  orders  in  given  marketing  areas. 
"Whereas  we  had  a  large  number  of  marketing  areas  many  yeara  ago 
the  Department  of  Agriculture  is  restricting  those  numbers  so  that  we 
have  them  covering  much  bigger  areas. 

Tlie  CiiAiRMAX.  WHiat  is  the  largest  area  you  know  of! 

Mr.  TirroN.  Excuse  me? 

The  Chairman.  Area, 

Mr.  Tipton,  Well,  the  largest  areawide  would  be — there  are  two 
very  large  ones,  one  which  is  called  the  Chicago  regional  area,  which 
includes  about  five-State  region  in  that  area.  And  then  all  of  New 
England  with  the  exception  of  Connecticut  is  one  single  market  and 
then  another  order  is  all  of  the  State  of  New  Yoit  and  most  of  the 
State  of  New  Jersey  being  in  one  market.  And  there  are  several  others 
that  cover  all  of  one  State  and  part  of  other  States. 

The  Chairman.  Any  further  questions? 

Senator  Jordon.  I  have  just  a  very  short  question.  I  understood  too 
to  say  you  could  produce  milk  cheaper  in  AVisconsin  than  in  FlonAu 
Is  that  correct? 

Mr.  Tipton.  Yes,  sir. 

Senator  Jordon.  Is  it  ?  I  would  think  with  the  long  growing  seasoa 
of  pastures  it  would  be  chaeaper  to  produce  milk  in  Florida  than  it 
would  the  short  sea.sons  in  Wi.sconsin  with  sudi  cold  weaiJier.  They 
would  liavo  to  barn  tlieir  cows  certain  parts  of  the  winter. 

TliQ  Chairman.  Yes,  but  their  cows  produce  about  1,500  pounds  per 
cow  greater  than  what  the  Florida  cows  produce. 

Mr.  TiiTON.  Tlio  basis,  the  proof  of  the  pudding,  so  to  speak,  is  the 
fact  that  the  farmers  in  Wisconsin  get  a  substantidly  lower  price  thin 
do  the  f  tti-mers  in  the  Southern  States  such  as  Florida,  and  yet  the  pro- 
duction is  much  greater  in  the  States  of  Wisconsin,  Minnesota,  and 
Iowa,  and  so  forth,  than  it  is  in  the  Southern  States. 
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Senator  Cubtib.  Does  that  prove  your  point ! 

Mr.  Tipton.  I  think  bo. 

Senator  CuHTis.  The  fact  that  they  get  a  lower  price  t 

Mr.  TnrroN.  Pardon « 

Senator  Curtis.  The  fact  that  they  get  a  lower  price! 

Mr.  Tipton.  They  have  ^ten  a  lower  price  over  a  good  number  of 
years  and  yet  their  production  is  far  in  excess  of  the  production  in  the 
other  areas  which  have  higher  prices. 

Senator  Curtis.  Who  makes  up  the  Milk  Industry  Foundation! 

Mr.  Grbiner.  The  Milk  Industry  Foundation  consists  of  processors 
of  dairy  products,  primarily  proprietary  companies,  and  we  nave  some 
cooperatives  whidi  also  operate  plants,  out  we  confine  our  membership 
to  those  people  who  process  the  milk. 

Senator  Curtis.  How  many  members  do  you  have ! 

Mr.  Tipton,  Around  800  representing  roughly  three-fourths  of  the 
fluid  milk  processed  in  the  United  States. 

Senator  Jordon.  Do  you  mean  by  that  Pet  and  all  those ! 

Mr.  Greiner.  Yes,  Pet  Dairy  in  Johnson  City. 

Senator  Curtis,  All  of  the  majors. 

Mr.  Gbeiner.  All  of  the  majors. 

Senator  Curtis.  But  you  represent  none  of  the  producers  of  milk, 
directly. 

Mr.  Gbeiner.  We  do  not  attempt  it.  No.  This  is  the  province  of  the 
National  Milk  Producers  Federation,  We  do  not  attempt  to  have  any 
representation  for  them  as  dairy  farmers.  Ours  is  strictly  from  the 
standpoint  of  processing  and  delivery  of  milk. 

Senator  CuitTis,  Over  what  distance  can  you  transport  Svdd  milk 
after  it  has  been  in  the  hands  of  the  processors  eflSciently  and  eco- 
nomically? A  1,000  mUes?  500  miles?  200  miles! 

Mr.  TffTON.  Let  me  give 

Senator  Curtis.  Those  of  us  from  the  interior  of  the  country  are 
interested  in  that  question  and  I  would  be  delighted  to  have  your 


Mr.  Tipton.  Well,  physicially  it  is  possible  to  do  it  unlimited  dis- 
tances. Now,  the  economics  of  how  far  you  could  transport  it  are  going 
to  depend  to  a  large  esrtent  on  what  are  the  price  di  fferenees  or  the  cost 
differences  in  vanous  areas.  We  know  now  of  milk  being  moved  quite 
regularly  distances  of  800  to  a  1,000  miles.  And  I  think  that  this  is  a 
very  rejisonable  distance  to  move  it. 

iSenator  Jordon.  Tliat  is  in  stainless  steel  refrigerator  tank  cars. 

Mr.  Greiner.  Two  thing  that  made  that  possible  just  as  you  said, 
refrigerated  vehicles  and  Interstate  System  of  Highways.  Milk  can 
be  moved  rapidly  and  overnight,  within  12  or  24  hours. 

Mr.  Tipton,  I  was  actually  referring 

Senator  Curtis,  You  say  you  can  transport  it  a  1,000  miles 
efficiently. 

Mr,  Tipton.  I  was  actually  talking  about  packaged  products  when 
I  was  responding. 

Senator  Curtis.  I  am  talking  about  fluid  milk. 

Mr.  TnTON.  Bulk  milk  can  be  moved  much  greater  distances  and 
regularly  is. 

Senator  Jordan.  In  these  highway  transports. 

Mr.TiFTON.  Yes,  sir. 
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Senator  JoRDAs".  Go  right  to  Uie  shed- 
Mr.  Tipton.  Yes,  sir. 

Senator  (Curtis.  Are  tliere  any  milk  processors  of  reasonable  eiie 
that  are  not  members  of  your  foundation  ? 

Mr.GitEiNER.  Reasonable  size  ? 

Mr.  Tipton,  The  largest  ones  who  are  not  members  are  those  who 
have  integiated  operations,  such  as  retail  chain  stores  processing  their 
own  milk. 

-Senator  Curtis.  I  see. 

Mr.  Tipton.  As  far  as  the  very  large  normal  dturies,  I  think  vir- 
tua.lly  all  of  those  are  members  of  the  association. 

Senator  Curtis.  Is  Roberts  a  part  of  your  foundation  J 

Mr.  Tipton.  Yes,  sir. 

Seniitor  Curtis.  That  is  all,  Mr.  Chairman. 

Senator  JoRi>.\x.  I  want  to  ask  one  more  question,  Mr.  CSiairman. 

"What  is  the  effect  of  the  impoitation  of  canned  milk  on  our  Ameriom 
market  ? 

Mr.  Gkeinf.r.  Talking  about  e^-uporated  milk  ? 

Senator  Jordan.  Yes,  sir. 

Mr.  Greiner.  Slay  I  put  on  my  other  hat?  Mr,  Chairman,  I  am 
executive  vice  president  of  the  Evaporated  Milk  Association  and  we 
hare  consistently  supported  the  efforts  of  Senator  Prosmire  with 
S.  612.  We  also  have  consistently  appeared  before  the  Tariff  Commis- 
sion urging  it  to  impose  quotas. 

The  present  quota  on  evaporated  milk  is,  shall  I  say,  stemming  the 
tide  of  that  product.  As  a  matter  of  fact,  the  figui'es  as  of  February  9 
indicated  that  the  quota  from  the  Netherlands  was  half  filled  and 
the  quota  from  Germany  was  entirely  filled  for  this  year,  1970,  already, 
and  this  is  only  February.  As  a  i-esult,  it  has  an  impact  on  us  us 
proressors  of  evaporated  milk  but  we  feel  we  can  live  with  it.  We 
could  not  live  witli  any  more  than  what  we  are  getting,  though. 

Senator  Jordan.  Is  it  true  they  are  not  policing  the  importa? 

Mr.  Greiner.  They  are  policing  it  in  the  areas  I  am  totally  familiar 
with.  Senator,  and  that  is  in  the  canjied  milk  areas.  It  is  my  under- 
standing that  there  have  l)een  considerable  problems  in  other  arens 
of  certain  tyjws  of  cheeses  and  other  types  of  products  that  have  come 
in  under  the  guise  of  certain  foo<l  products  tlitit  i^erhaps  are  heavy 
in  solids  of  milk;  yes. 

Senator  J(rtji).\N.  V<iii  said  that  we  have  had  too  much  inqjorted this 
year,  tliat  some  quotas  liave  already  been  sliipped  in  here.  J  Joes  not 
tliat  disrupt  our  normal  market,  such  a  laifri'  <piantity  Ijeing  dumprd 
inhei-eat  onetime^ 

Mr.  (iiiEiNKi!.  We  have  not  had  reports  of  that  particular  prodnrt 
causing  any  gieat  disruptions,  I  have  had  reports  of  it  being  in  t!» 
niarketi»]ace  bul  it  has  not  seemed  to  break  the  price,  shall  I  say,  as 
near  as  I  can  see.  It  Jnis  not  had  a  depressing  effect  on  prices  is  a 
better  way  of  putting  it  insofar  as  the  marketplace,  Itecause  the  chain- 
stoi-e  buyer,  for  exiim|)le.  knows  be  is  going  to  be  limited  to  a  certain 
aiiKiunt  of  milk.  If  they  were  unlimited  then  you  would  have  a  terrible 
situation. 

Senator  JoRr>.\N,  You  have  got  to  have  a  quota. 

Mr.  Greiner.  "^'ou  have  got  to  have  a  quota.  Otherwise,  the  buytrs 
know  they  are  going  to  have  so  much  access  to  milk  from  oveisens 
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and,  therefore,  are  unwilling  to  commit  themselves  to  buying  much 
of  it. 

The  Chaikman.  Thank  you  very  much,  sir. 

All  right.  The  next  witness  is  Mr,  Don  Kirchner,  from  Riverside, 
Iowa. 

STATEHEHT  07  SOH  F.  KISCHirER,  CHAIBJUH,  AGBICniTITEE- 
RITRAL  AHEKICAH  COHHITTEE,  RITKRSIBE,  IOWA,  ASD  LEE  K. 
STENEHJEM,  IKSEPENDEfiT  BANKERS  ASSOCIATION  OF 
AMEEICA,  WATFOED  CITY,  H.  DAK. 

The  Chairman.  You  may  have  a  seat,  sir. 

Mr.  KiRCMNER.  I  would  like  to  introduce  to  you  Lee  Stenehjem,  First 
International  Bank  of  Watford  City,  N,  Dak.,  who  is  a  past  president 
of  our  association  and  has  jointed  me  today. 

The  Chajrslan.  All  right.  Have  a  seat. 

Mr,  Kirchner.  I  am  Don  Kirchner,  Riverside,  Iowa,  a  little  country 
town  south  of  Iowa  City,  and  I  am  a  banker  and  chairman  of  the 
Agriculture- Rural  American  Committee  of  the  Independent  Bankers 
Association. 

I  want  you,  Mr.  Chairman,  and  Senators,  to  know  we  certainly 
appreciate  the  opportimity  to  present  to  you  the  views  of  our  com- 
mittee, the  Agriculture-Rural  American  Committee  of  the  Independent 
Bankers  Association. 

Our  association  represents  over  6,500  of  our  Nation's  independent 
bank.  My  committee  members  oome  from  the  States  of  Iowa,  Indiana, 
Micbigiin,  Pennsylvania,  Georgia,  Texas,  Colorado,  Nebraska,  Mon- 
tana, and  Minnesota. 

Our  committee  has  been  studying  the  problems  that  beset  our 
Nation's  farmers,  ranchers,  and  small  rural  communities  for  the  past  9 
years. 

We  do  not  feel  that  we  can  afford  to  ignore  the  problems  of  agri- 
culture. We  feel  farming  is  more  than  just  a  business  enterprise 
operated  by  fanners.  Since  man  cannot  live  without  food,  agriculture 
is  the  one  essential  industry  on  our  planet.  It  would  be  impossible  for 
any  of  us  to  take  so  vital  an  industry  for  granted ;  yet,  this  is  what 
we  have  done  for  many  years. 

During  the  1950's  the  granaries  of  America  bulged  with  surplus 
production.  A  surplus  that  was  created  as  a  result  of  technologj-  and 
ca.pita,l  being  injected  into  farming  without  regard  to  the  consequences. 

Our  present  farm  program  was  developed,  designed,  and  adopted  to 
oontrol  production  sufficiently  to  eliminate  the  surpluses  of  the  1950's. 
The  American  farmer  was  told,  or  led  to  believe,  that  as  soon  as  the 
surpluses  wei-e  eliminated,  he  would  then  be  able  to  share  in  the 
prosperity  that  had  been  acquired  in  the  other  segments  of  our  econ- 
omy. The  surpluses  of  the  1950's  have  been  eliminated;  however,  pros- 
perity has  not  come  to  agriculture. 

The  continuing  technological  advancements  in  agriculture  have 
greatly  increased  our  ability  to  produce  affricultural  products.  The 
projected  future  needs  for  food  in  the  world  have  kept  the  land-grant 
colleges  and  private  industry  developing  new  hybrids  and  other  tech- 
nological advances  much  faster  than  they  are  needed.  These  advances 
in  our  ability  to  produce  have  been  largely  financed  by  the  Federal 
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Govemment.  We  have  now  reached  a  point  where  our  ability  to  pro- 
duce is  almost  unlimited.  Yet,  our  technological  revolution  in  agncol- 
ture  is  marching  on  with  new  breaktlirougha  coming  almost  evuy 
year. 

The  needs  for  additional  production  by  our  Nation's  aericultnn 
that  were  anticipated  in  1950  to  be  needed  by  1970 have  failedto mate- 
rialize. Our  exports  of  agricultural  products  liave  leveled  off  in  recent 
years  as  the  undei-developed  countries  of  the  world  have  used  the  tech- 
nology tliat  we  have  provided  to  increase  their  on'n  producti<« 
capacities. 

The  world  price  which  we  speak  so  much  about  is  not  the  average 

J  rice  in  the  developed  countries  of  the  world.  It  has  become  the  world 
limping  price,  the  pi'ice  that  the  underdeveloped  countries  of  the 
world  can  afford  to  pay  for  the  surplus  production  of  the  developed 
countries.  This  is  the  price  that  we  expect  our  Nation's  farmers  to 
produce  at.  We  do  not  feel  it  is  a  fair  price.  The  rest  of  our  Nation's 
people  are  not  expected  to  work  at  world  price  for  their  labors  either 
whether  it  be  in  the  developed  countries  of  tlie  world  or  the  under- 
developed countries  of  the  world.  Therefore,  the  forcing  of  agricul- 
ture to  produce  at  world  price  has  forced  5.5  million  farmers  offof  the 
land  in  the  last  20  years. 

Our  programs  for  agriculture  were  developed  to  keep  our  agricul- 
tural segment  of  the  economy  from  haring  a  severe  depression  due  to 
overproduction,  a  farm  depression  that  would  carry  our  entire  Nata(m 
into  the  throes  of  depre-ssion.  With  our  almost  unlimited  ability  to 
produce  in  agriculture,  it  is  more  important  today  than  ever  before 
that  we  have  a  program  for  agriculture  that  will  keep  farm  prices 
sufficiently  high  to  keep  our  farmers  and  ranchers  on  the  land. 

Yet,  we  have  more  and  more  people  in  this  country,  there  may  be 
some  in  this  room,  that  are  lookmg  at  our  farm  programs  as  welfare 

Programs.  These  programs  are  not  welfare  programs,  and  we  do  not 
eel  they  can  operate  as  welfare  programs,  flliat  we  do  have  are  pro- 
frams  that  liave  production  controls  and  floors  under  prices  to  help 
eep  our  entire  Isation's  economy  healthy.  I  met  just  a  little  overS 
we«£s  ago,  on  February  4,  to  be  exact,  witii  some  top  administration 
officials  at  theTiSDA  in  regard  to  the  farm  problem.  I  was  told  by  one 
top  administration  official  a  remark  that  I  will  never  forget.  He  said, 
and  I  quote,  "I  do  not  like  welfare  progroms,  I  am  getting  damn 
tired  of  farmers  crawling  in  to  Wasiiingtoh  on  their  hands  and  knees, 
asking  for  handouts." 

Gentlemen,  I  was  absolutely  shocked  and  I  was  amazed  tliat  I  shonld 
hear  this  from  such  a  source.  This  is  whv  I  have  devoted  time  to  at- 
tempt to  explain  to  those  who  think  of  tlie  farm  program  as  being  a 
welfare  program  that  this  is  not  its  function. 

(Note.  Sec  supplementary  statenientSj  page  683.) 

Mr,  KmciiNER,  The  present  prognim  is  basically  a  good  program.  It 
hns  (lone  the  job  it  was  inteniled  to  do  in  getting  rid  of  the  surplus  of 
the  1950's.  However,  it  has  failed  to  raise  net  farm  income  appreciably. 
The  American  farmer  has  been  forced  to  subsidize  the  consumer,  in- 
dustry, and  the  underdeveloped  countries  of  the  world  by  having  the 
farm  program  administered  to  keep  farm  prices  lower  than  parity. 

We  have  heard  much  about  rural  development  Many  have  oome 
to  the  realization  that  the  problems  of  the  cities  lie  in  a  rural  Amorici 
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that  does  not  keep  its  peopla  A3  these  people  migrate  to  the  cities  in 
search  of  better  opportuni^,  they  cause  a  multitude  of  problems  in  the 
cities.  The  roots  of  the  slums  and  ghettos  in  urban  American  lie  in  a 
rural  America  that  does  not  keep  its  people.  As  farm  families  leave  the 
farm  to  migrate  to  the  cities,  the  opportunities  for  the  rural  doctor, 
the  rural  merchant,  and  the  rural  church  and  school  disappear  with 
them.  The  demise  of  the  rural  community  also  results  in  an  incompre- 
hwsible  wast«  of  existing  municipal  facilities :  schools,  churches,  water 
and  sewer  systems,  and  parks  to  mention  a  few.  The  migration  of  rural 
people  to  the  cities  has  added  to  the  urgent  need  for  expansion  of  the 
same  facilities  in  urban  areas. 

We  now  see  that  what  seems  to  be  a  concerted  effort  by  the  admin- 
istration and  the  Congress  to  make  our  rural  communities  a  better  place 
to  live  and  work  and  play.  Programs  of  assistance  are  available  to  small 
communities  to  make  them  better.  We  badly  need  this  help  in  rural 
America  and  we  certainly  appreciate  it.  However,  all  of  our  rural 
businesses  and  service  establishments  rely  on  the  financial  well  being 
of  the  American  farmer.  When  the  American  fanner  is  forced  to  live 
on  a  standard  of  living  that  is  far  below  the  rest  of  our  Nation's  people, 
the  residents  of  the  small  rural  towns  and  cities  cannot  live  as  do  their 
counterparts  in  urban  America.  They  are  all  being  seriously  damaged 
by  low  farm  prices.  If  we  are  to  make  rural  America  a  better  place  to 
live  and  work  and  play,  we  need  a  prosperus  agriculture  to  support  it. 

In  this  decade  farm  costs  have  gone  up  31  percent  and  farm  debt 
has  increased  90  percent.  Farmers  now  owe  $50  billion.  Agriculture, 
the  largest  industry  in  our  countiy,  is  still  in  trouble. 

The  present  farm  program,  I  again  say,  is  basically  sound.  The 
problem  has  been  in  the  administration  of  the  program.  The  program 
must  be  administered  for  the  benefit  of  the  farmers  and  ranchers  of 
this  country,  and  not  for  the  benefit  of  the  consumers,  industry,  and 
other  nations. 

We  badly  need  a  permanent  program  for  agriculture,  a  program 
that  assures  a  place  in  our  society  for  the  family  farmer  and  rancher. 

Advancements  in  technology  will  continue  to  come.  The  advances 
will  reduce  the  cost  of  production  of  farm  commodities.  However, 
lower  per  unit  costs  will  not  guarantee  an  adequate  price  to  farmers 
and  cannot  be  expected  to  solve  the  income  problems  of  the  farmer. 

We  must  liave  Government  farm  programs  in  the  agricultural  seg- 
ment to  keep  farm  prices  stable  and  improve  them. 

For  many  years  we  have  had  the  farm  organizations  fighting  each 
other  over  farm  legislation.  We  have  wondered  why  the  mrm  organi- 
zations could  not  work  together  in  the  common  cause.  Today  the  situ- 
ation is  changing.  We  have  seen  the  formation  of  the  Farm  Coalition, 
a  group  of  farm  organizations  that  is  working  together  for  the  common 
cause  and  growing  in  numbers  steadily, 

I  might  add  here  in  case  anybody  gets  Kiplinger's  agricultural  letter 
that  came  out  in  the  February  20  issue  stating  that  the  Independent 
Bankers  Association  has  joined  the  Farm  Coalition,  and  I  do  not  know 
where  they  got  their  information  or  how  they  got  their  information, 
but  it  is  not  true.  So,  I  do  not  want  to  mislead  anybody  by  that. 

We  have  come  through  the  1960's  and  we  are  in  much  better  condi- 
tion than  when  we  started  them.  We  no  longer  have  the  surpluses  of 
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the  l&.50's  stored  in  n-ai-ehouses  and  rotting.  We  have  seen  the  Food 
and  Agriculture  Act  of  1865  work  and  work  well. 

We  are  faced  with  seeing  the  Food  and  Agriculture  Act  of  1965  run 
out  at  tlie  end  of  this  crop  season.  We  can  also  see  that  the  surpluacB 
of  tiie  195(l's  could  again  fie  created  in  a  few  short  years  without  SMne 
form  of  control. 

As  we  see  it,  we  are  fuced  with  three  alternatives : 

1.  No  farm  legislation. 

2.  The  administration  bill. 

3.  Tliec«a]itionbi]l,S.:i068. 

If  we  let  the  present  farm  program  loin  out  we  will  be  forcing  the 
farmer  to  overproduce  and  the  surpluses  of  the  1950*s  will  seem  small 
when  we  consider  the  j>i()duction  capacity  of  agriculture  today.  We 
surely  cannot  allow  this  to  hapi>en. 

The  admin istrat inn  bill  or  Hanlin  plan,  referred  to  as  the  con^nsus 
bill,  is  dangerous  in  the  eyes  of  farmers.  Too  much  power  is  put  in  the 
hands  of  the  Secretary  of  Aginculture  and  the  administration.  Tlie  bill 
leaves  no  alternative  to  the  f  armei'  except  to  produce  all  that  is  allowed 
by  the  Secretary  or  lose  his  acreage  base.  With  no  floor  under  price 
sii])port3  and  the  inclusion  of  the  whole  farm  retirement  plan  and  the 
easement  a|)proach,  our  Nation's  fannei-s  would  be  strictly  subject 
to  tlie  powers  of  the  TTSDA.  We  feel  that  it  is  the  res]M)nsibility  of  the 
Congress  to  provide  a  farm  progmm  that  has  controls  and  floors  under 
prices  that  will  insure  that  the  intent  of  the  Congress  is  eaiTied  out 
by  the  administration. 

The  coalition  bill,  Senate  bill  306S,  is  basically  an  extension  of  the 
Food  and  Agricultural  Act  of  1965,  with  improving  amendments.  This 
is  a  farm  program  that  has  worked  well  in  controlling  production  and 
eliminating  surpluses,  while  at  the  same  time  raising  farm  income. 
Although  farm  costs  have  risen  at  an  alarming  rate  due  to  inflation, 
and  have  offset  much  of  the  gain  in  farm  income,  let  us  not  be  mis- 
led into  believing  that  the  program  has  failed. 

We  had  hoped  that  the  admin  isti'ation  would  |)resent  a  bill  that 
could  be  backed  by  the  Farm  Coalition  and  the  agriculture  committees 
of  both  the  House  and  Senate  which  would  give  it  much  broader  sup- 
port for  passage.  Where  the  name  "consensus  bill"  came  from  to  me, 
IS  a  mystery.  I  have  heard  of  no  farm  organization  that  is  backing  the 
administration  bill. 

It  is  mandatory  that  we  have  permanent  legislation  for  agriculture. 
The  American  farmer  and  ranchers  must  be  able  to  plan  several  j"eara 
ahead.  If  the  farm  program  were  to  be  fimded  by  annual  approprit- 
tions.  as  in  the  administration  bill,  there  would  be  no  way  of  knowing 
from  one  year  to  the  next  what  the  farm  program  would  be.  The  re- 
sponsibilities of  the  Bgricnltural  committees  of  the  House  and  Senate 
would  be  abdicated  to  the  A  ppropriations  Committee. 

Gentlemen,  I  beseech  you,  I  ask  yon  to  adopt  Senate  bill  306S,  intro- 
duced by  Senator  McGoveni  and  12  other  Senators.  This  is  the  only 
logical  step  that  can  be  made  at  this  time,  and  time  is  of  the  essenw- 
The  American  farmer  needs  as  much  planning  time  as  possible  and 
any  further  delay  will  only  increase  the  possibility  tiat  the  farmer 
an3  the  country  will  have  to  go  back  to  farm  programs  in  effect  before 
the  Food  and  Agriculture  Act  of  1965. 
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Mr.  Chairman  and  members  of  the  Agriculture  and  Forestrr  Com- 
mittee, this  has  been  my  first  opportunity  to  appear  before  tnis  dis- 
tinguished group.  I  certainly  appreciate  you  giving  your  time  to  hear 
the  bankers'  views  on  this  most  important  subject. 

Thank  you. 

Tlie  Chairman,  We  thank  you  very  much.  Very  fine  statement,  sir. 
Have  you  anything  to  add,  Mr.  Stenehjem  ? 

Mr.  Stenehjem.  No,  sir,  I  do  not,  sir. 

The  Chairman.  Any  questions? 

Senator  Miller.  Mr.  Kirchner,  welcome  before  tlie  committee. 

Mr.  Kirchner.  Tliank  you. 

Senator  Miller.  May  I  say  that  Riverside,  Iowa,  while  small  is  very 
mighty. 

You  quoted  from  someone  you  identified  as  one  top  administration 
official  and  I  take  it,  you  do  not  care  to  provide  the  committee  with  the 
name  of  that  official. 

Mr.  Kirchner.  AAHiat  I  would  love  to  have  you  do  would  be  to  ask 
me  who. 

Senator  Miller.  May  I  ask  you  this.  When  you  say  a  top  administra- 
tion official,  there  are  many  so-called  top  administration  officials. 
Would  this  be  a  Secretary  of  a  department? 

Mr.  Kirchner.  No,  sir. 

Senator  Miller.  Would  it  be  a  Deputy  or  T^ndersecretary  ? 

The  Chairman.  Well,  if  he  desires  to  name  him,  we  will  let  him 
do  so. 

Senator  Miller,  I  think  he  might  name  the  top  administration 
official. 

Senator  Curtis.  I  would  like  to  have  him  name  it.  . 

Mr.  Kirchner.  The  gentleman  was  Mr.  Frick,  I  cannot  offhand  say 
his  first  name.  Administrator  of  the  ASCS.  We  were  meeting  him  at 
the  time  with  regard  to  trying  to  talk  him  into  advance  payments  on 
the  soil  bank  this  year  and  he  said  there  was  no  chance  of  the  advance 
payments,  that  we  might  just  as  well  forget  it,  and  then  he  went  into 
that  statement.  I  had  three  witnesses  with  me  that  would  certainly 
back  it  but  I  have  never  been  so  shocked. 

{Note.  See  supplementary  statements,  page  683, ) 

Senator  Miller.  I  appreciate  your  frankness  before  the  committee. 

Mr.  Kirchner.  Tlie  reason  I  ^o  not  mind  identifying  him,  because 
lam  sure  Ibumed  all  my  bridges  before  I  left  his  office. 

Senator  Miller.  Well,  I  appreciate  your  frankness.  However,  I  trust 
you  are  not  implying  that  that  represents  the  administration's  view. 

Mr.  Kirchner.  No,  I  am  not  implying  it  but  I  am  certainly  saying 
that  I  hat  represents  this  man's  view. 

Senator  Miller.  Yes.  Well 

Mr.  Kirchner.  And  he  is 

Senator  Miij,er  (continuing).  I  can  see  that. 

Mr,  Kirchni;r  (continuing).  And  as  the  head  of  the  Department, 
of  the  ASCS,  this  is  the  one  who  is  running  our  farm  program  and  if 
we  have  this  individual  looking  at  it  as  a  welfare  program,  I  think  we 
are  in  pretty  bad  shape. 

Senator  Miller.  Well,  the  point  I  wanted  to  make,  sir^  is  that  I  think 
that  most  of  us  recognize  that  the  Secretary  of  Agncultnre  is  the 
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spokesmftn  for  the  administration  and  I  can  tell  tou  that  I  have  never 
heard  the  Secretai'y  of  Agriculture  enunciate  either  formally  or  infor- 
mally sucli  a  philosophy  or  sucli  an  attitude  and  everything  that  he 
has  said  hiis  been  tlie  other  way.  So,  just  for  the  record,  I  wanted  to 
clear  up  the  fact  tliat  you  are  not  implying  that  this  is  administration 
philosophy. 

Xfr.  KiRcnNER.  No.  I  am  not  implying  the  Secretary  feels  that  way 
at  all. 

The  CiiAiBMAN.  Well,  in  order  to 

Mr.  KiRCHNER.  I  sure  would  not  accuse  him  of  it,  because  I  do  not 
even  want  to  plant  the  thought. 

The  Chairman  (continuing) .  In  order  to  make  certain  tJiat  it  is  not 
the  head  of  the  administration  in  Agriculture— — 

Mr.  KiRCHNER.  In  this  idea  I  am  surely  not  trying  to  make  a  political 
attack.  I  have  no  intention  of  doinc  that. 

The  Chairman  (continuing) .  When  Mr.  Hardin  first  yipeared  be- 
fore this  committee,  whereas  it  is  not  in  the  record  but  I  asked  him 
specifically  about  the  farm  programs  and  he  indicated  to  me  thsi,  his 
idea  wasto  increase  the  farmer's  income.  Now 

Mr.  KntcENER.  That  is  good  news  to  me. 

The  Chairman  (continuing) .  That  is  what  I  understood  him  to  suf 
to  me  and  I  think  he  was  sincere  in  it.  And  I  suggested  to  him  that 
he  ^ive  US  a  way  by  which  that  could  be  done  and  up  to  now  we  are 
waiting  for  that  program.  And  I  am  glad  to  say  that  this  committee 
decided  that  as  soon  as  all  of  the  outside  witnesses  are  heard,  we  are 
going  to  give  Mr.  Hardin  a  chance  to  appear  before  this  committee 
and  give  us  his  version  of  it. 

Mr.  KiRCHNER.  I  did  meet  with  Secretary  Hardin  the  same  day  I 
met  with  Mr.  Frick  and  it  was  the  day  after  this,  I  do  not  know  em 
how  you  identify  it.  He  claims  it  is  not  his  proposal,  but  after  this  bill 
came"  out,  and  Ke  was  not  at  that  time  willing  to  discuss  it  with  the 
group  I  was  with  and  I  really  do  not  blame  him  for  not  wanting  to. 
It  had  not  been  discussed  at  any  level  and  we  had  very  few  minutes 
of  his  time.  But  then  I  did  go  to  the  National  Farm  Institute  in  D« 
Moines  where  he  was  on  the  program  and  hoped  so  much  that  he  would 
have  something  to  say  about  the  bill  and  I  have  not  seen  any  statement 
by  him  yet. 

Senator  Curtis.  Well,  I  think  our  chairman  is  correct.  Mr.  Hardin 
has  not  proposed  anj^hing.  We  have  a  difficult  situation.  The  farmeis 
are  not  only  a  minority.  The  House  of  Representatives  are  down  to  68 
farm  Congressmen  if  you  count  a  farm  district  as  one  that  has  25 
percent  of  the  people  there. 

Jlr.  Hardin  has  met  for  a  long  period  of  weeks  in  conference  with 
the  House  Agriculture  Committee  to  see  what  might  be  worked  out 
and  what  might  be  acceptable.  It  is  my  understanding  that  they  haw 
responded  to  some  things  that  they  would  accept  but  I  know  of  no 
Hardin  farm  program.  I  l)elieve  the  only  realisticposition  to  takeisto 
see  what  the  Secretary  and  the  two  committees  m  the  Congress  can 
work  out  that  will  improve  the  economic  situation  of  the  farmers. 

Senator  Miller,  And  will  have  a  chance  of  being  passed. 

Senator  Cdbtis.  Yes. 

Mr,  KiRCHNER.  Yes. 
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Senator  "Miller.  I  think  that  Senator  Curtis'  point  is  vital  on  this 
because  I  know  you  express  aome  discontent  over  the  fact  that  no  farm 
oi^anizations  as  such  were  supporting  this  particular  bill.  Those  of 
us  who  come  from  agricultural  States  are  up  against  the  hard  realities 
that  we  have  to  have  the  votes  of  our  colleagues  from  some  of  these 
larger  areas.  This  is  especially  true  in  the  House.  And  so,  I  do  not  think 
that  any  farm  organization  or  group  of  farm  organizations  ought  to 
think  that  they  can  just  come  m  here  and  saj;,  now  here  is  what  the 
farmers  of  the  country  want  and  expect  to  get  it  because  the  votes  just 
are  not  there.  It  is  a  matter  of  trying  to  work  out  a  compromise  and 
coming  up  with  the  best  one  we  can  for  tlie  farmers.  If  we  controlled 
the  votes,  that  might  be  one  tiling  but  we  do  not.  And  Secretary  Hardin 
faced  up  to  the  realities  and  tried  to  develop  some  ideas  which  would 
represent  not  just  the  farm  Senatoi-s  and  farm  House  Members  but 
those  who  also  have  the  majority  of  the  votes  around  this  place. 

The  Chairman.  Well,  in  connection  with  mentioning  of  the  con- 
sensus bill,  I  am  wondering  myself  where  that  name  originated  because 
I  spoke  to  tiuite  a  few  members  of  the  House  committee  and  they  have 
not  readied  many  conclusions  on  the  suggestions  made  by  the 
Department. 

Now,  that  is  what  I  was  told.  But,  of  course,  that  is  hearsay  and 
what  we  propose  to  do  is  to  have  the  administration  look  over  the  testi- 
mony that  has  been  presented  here  and  try  to  come  to  some  conclusion 
or  try  to  assist  us  to  the  end  that  farmers  will  get  a  better  income  than 
they  are  now  receiving. 

Mr,  KiRciiNER.  Well,  of  course,  all  farm  organizations  have  their 
conventions  and  they  make  policy  statements  that  they  are  not  willing 
to  settle  for  less  than  thisorless  than  thator  probably,  and  I  can  say  it 
and  they  probably  cannot,  they  all  know  they  are  not  going  to  get 
exactly  what  they  want,  and  it  is  going  to  be,  has  to  be  negotiated, 
although  I  do  not  think  they  can  appear  before  you  and  say  we  are 
willing  to  negotiate  down  to  a  given  point. 

But  I  am  so  alarmed  when  it  comes  to  this  thought  of  a  welfare 
program  and  I  know  that  there  are  many,  many,  many  people  in  the 
cities  and  probably  many  urban  Congressmen  that  look  at  the  farm 
program  as  a  welfare  program  and  if  we  could  just  some  way  find  a 
way  to  get  them — explain  to  them  that  it  is  not  a  welfare  program  and 
it  cannot  operate  on  that  basis,  I  think  then  we  might  have  a  good  step 
made  in  convincing  them  of  the  needs. 

Senator  Miller.  I  may  say  I  do  not  know  of  anybody  on  this  com- 
mittee that  has  that  attitude.  I  would  not  be  surprised  but  what  there 
would  be  some  of  our  colleagues,  especially  in  the  House,  who  may  have 
that  attitude.  I  have  said  to  farm  organization  meetings  that  they 
should  enlist  the  support  of  people  engaged  in  the  agribusiness  industry 
which  would,  of  course,  include  your  association,  to  help  carry  the 
message. 

Mr.  KiRciiNER.  That  is  why  we  arc  involved.  Senator. 

Senator  Miller.  Well,  I  appreciate  that  and  I  certainly  think  it  is 
a  step  in  the  right  direction.  I  hope  you  get  other  support  from  other 
agribusiness  interests. 

Because  of  what  Senator  EUender  and  you  just  said,  I  would  invite 
your  attention  to  the  fact  that  when  you  say  we  are  faced  with  three 
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alternatives,  we  really  are  not.  As  a  matter  of  fact,  the  alternative  of 
no  farm  legislation,  I  tliink,  is  not  even  in  the  ball  park  but  to  get 
down  to  either  the  administration  bill  or  the  coalition  bill,  I  think 
probably  Senator  Ellender  could  express  this  far  better  than  I  because 
he  has  been  on  this  committee  so  many  years,  but  it  has  been  my  ob- 
servation in  my  years  on  Jiere  and  before  then  that  what  usually 
happens  is  that  there  is  a  development  within  a  committee  on  a  bill 
which  may  take  pieces  liere  and  pieces  there  from  various  proposals 
and  that  that  probably  is  the  true  alternative  that  we  will  come  up 
with  rather  than  any  one  of  these  tliree. 

Mr.  IviRCHNER.  I  certainly  expect  that  that  is  what  is  ^ing  to  hap- 
pen, although  I  did  not — I  did  not  want  to  be  in  the  position  of  trj'ing 
to  t«ll  you  which  parts  should  be  in  and  wliich  not  I  think  the  larm 
organizations  have  been  well  heard  on  tliat  subject.  I  did  want  to 
strongly  point  out  tlie  fact  that  we  do  liave  a  farm  coalition.  We  have 
asked  for  it  for  bo  long  and  hoped  that  some  farm  organizations  would 
sonic  day  get  togetlier  and  work  together.  That  is  why  I  woidd  per- 
sonally like  to  see  a  lot  of  that  coalition  bill  included  so  it  does  not 
destroy  the  coalition.  If  none  of  it  is  included,  that  group  may  be 
another  40  years  getting  together  again. 

Senator  Mii,i.kr.  I  want  to  come  hack  to  that  in  just  a  moment,  but 
on  page  4  of  your  statement  you  talk  about  farmers  being  serionsl]' 
damaged  by  low  farm  prices,  liut  there  is  another  side  to  the  cost-priee 
stjueeze.  Thev  are  Iwiiig  seriously  hurt  by  high  costs  of  producti<xi, 
ai-e  thev  not? 

.Mr.  ICiRCiixF.it.  And  a  little  l>it  hint  by  high  interest  rates,  too. 

Senator  Miu.kr,  Yes,  but  the  other  side  of  tlic  coin  is  high  costs  of 
production  and  that  gets  us  into  the  impact  of  inflation  on  the 
agi'icultnral  segment  of  tli  is  economy. 

Mr.  KiRcirrjEit,  This  i)rogram  lias  raised  farm  income.  Inflation 
took  away  a  lot  of  it  and  we  did  not  wind  «p  with  a  raise  in  net  farm 
income. 

Senator  Millkr.  I  appreciate  that  because  I  am  sure  as  a  banker 
you  know  the  $16  billion  of  national  net  farm  income  last  year  if  VOQ 
shrink  the  inflation  out  of  it  it  would  get  us  back  to  the  $12  bilHon 
we  had  in  1060.  so  you  have  made  no  gain. 

On  the  pioduction  side  of  the  cost-price  squeeze  I  sometimes  feel 
there  has  not  been  enoiigli  emphasis  made  on  the  part  of  farm  or 
git niziit ions,  csixTially  tiilking  about  higher  prices  and  al!  of  that 
which  is  fine,  but  there  is  a  cost  of  production  that  enters  into  this  cost- 
price  .squeeze  very,  I'ery  serionsly  and  I  do  think  you  develop  thit 
a  little lateron  inyonrstatement. 

Now.  one  thing  that  does  bother  me  very  much  about  the  coalition 
bill.  During  testimony  by  previous  witnesses  in  behalf  of  it,  I  must 
say  I  have  not  iieen  satisfied  by  the  answers,  I  do  not  know  whether 
you  have  an  answer  but  I  would  like  to  a-sk  you  tlie  question  anywav. 

I  am  sure  you  understand  tlie  importance  of  not  only  maintaining 
but  expanding  our  agricultural  exports.  As  you  know,  coming  frwn 
Iowa,  until  recently  about  1  out  of  4  acres  of  production  moi-ed  over 
seas.  Now  it  is  <lown  to  alxuit  1  out  of  5.  So,  we  certainly  do  not  want 
to  go  backward.  We  want  to  go  forward. 

And  what  liothers  me  is  how  do  you  reconcile  the  provisions  in  this 
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coalition  bill  with  the  need  to  become  more  competitive  in  world 
markets  so  that  we  not  only  can  maintain  but  expand  our  exports? 

Mr.  KiRCHNER.  I  am  going  to  have  to  attack  that  as  a  personal 
answer  rather  than  any  position  of  our  association,  because  we  do  not 
have  one. 

Senator  Miij.ER.  All  right, 

Mr.  KiRCHNER.  I  think  the  only  way  that  it  can  be  done — of  course, 
if  we  raise  farm  prices  above  this  world  price,  which  I  do  not  feel  is 
much  of  a  price  at  all ;  I  explained  that  in  my  text — we  are  almost 
going  to  have  to  do  it  with  some  kind  of  an  export  subsidy.  But  an 
export  subsidy  would  be  paid  by  everybody.  It  would  come  out  of 
the  general  funds  of  the  U.S.  Government,  It  would  not  just  ctwne  out 
of  the  farmer's  pocket. 

Senator  Miller.  Yes;  but  on  that  point  I  must  tell  jou  that  the 
legislative  representative  of  the  National  Farmers  Organization,  who 
is  quite  experienced  in  this  area,  did  testify  the  other  afternoon  in 
here,  that  a  direct  subsidy  would  be  barred  by  the  GATT  rules.  So, 
the  question  gets  Imck  to  how  do  we  skin  that  cat  within  the  framework 
of  this. 

Mr,  KiRCHNER.  I  did  not  understand  it  would  be 

Senator  Miller.  By  the  General  Agreement  on  Tariffs  and  Trade 
rules,  a  treaty  to  whicli  we  are  signatories.  And  I  think  it  is  generally 
recognized  that  that  is  so.  I  might  say  to  you  that  at  one  time  I  recom- 
mended a  direct  subsidy  myself  but  unfortunately,  if  we  are  going  to 
abide,  by  our  treaty  commitments,  we  cannot  do  that.  So,  the  problem 
is  how  to  meet  the  GATT  rules  and  at  the  same  time  maintain  and 
increase  our  exports  and  at  the  same  time  have  good  domestic  prices, 
and  this  is  a  very  difficult  ball  of  wax  for  us  to  mid  our  way  through. 

Mr.  KiRCHNER.  I  am  not  too  much  personally  concerned  whether  we 
meet  thi'  GAAT  rules.  I  really  do  not  know  anytliing  about  them, 
but. 

Senator  AIiller.  But  you  see,  you  must  be  if  you  want  to  maintain 
and  expand  exports.  We  have  to  do  it  within  tliose  rules. 

Well.  I  very  much  appreciate  having 

Mr.  KiRCHNtut.  I  am  not,  in  my  text,  tmng  to  point  out  individual 
cases  and  exactly  how  I  think  you  should  handle  it  because  I  do  not 
know.  I  have  no  idea. 

Senator  Mili,er.  This,  to  me,  is  one  of  the  worst  defects  in  the 
coalition  bill, 

Mr.  KiRCHNER.  I  feel  these  are  the  things  we  have  to  have.  We  have 
to  have  more  income.  Our  farmers  are  getting 

Senator  Miller.  I  think  we  are  in  agreement  on  the  objectives, 
but  this  to  me  is  one  of  tlie  toughest  defects  in  the  coalition  bill  on 
which  I  have  yet  to  hear  an  answer  that  is  going  to  satisfy  me.  And 
I  must  tell  you,  if  you  have  any  way  of  checking  on  this  and  coming 
up  with  a  suggestion  on  this,  I  am  sure  we  would  welcome  it. 

Aiiyhiiw,  it  IS  nice  to  have  Mr.  Kirchner  here.  He  represents  a  very 
fine  as-sociation,  Mr.  Chairman,  I  have  the  privilege  of  Knowing  many 
of  these  independent  bankers.  Tliey  do  a  tremendous  job  of  grassroots 
support  of  our  agricultural  industry  and  they  know  probably  about 
as  well  as  anyl>ody  outside  of  the  farmers  themselves  what  tlie  situation 
i-;  in  agricultniv. 
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The  Chairman.  Senator  Curtis? 

Senator  Curtis.  You  referred  to  the  surpluses  of  the  fifties.  You 
did  not  mean  to  imply  that  surpluses  had  disappeared. 

Mr.  KiRCHNER.  I  do  not  mean  to  imply  that  the  surpluses  have 
disappeared.  In  a  way  1  do  not,  I  guess.  "W  e  still  have  the  surplus. 

The  Chairman.  They  have  b(»n  reduced  considerably. 

Mr.  KiRCiiNER.  It  has  been  reduce<l.  I  think  we  actually  came  clow 
to  wiping  it  out  in  1906,  was  it  not,  liM!", 

Senator  Cuttris.  Are  there  any  wlieatgrowers  in  your  area! 

Mr.  KiRCHNER.  Xo.  M'e  are  not — I  am  in  southeast  Iowa. 
Mr.  Stenehjem  is  in  North  Dakota. 

Mr.  Stenkiijem.  Western  North  Dakota. 

Senator  Cx.titis.  Why  did  the  wheat  price,  the  total  bl^id  price  of 
wheat,  drop  in  1967  and  then  in  1968?  The  law  did  not  change.  Con- 
gress did  not  change  the  law, 

Mr.  Stenehjem.  Was  it  the  influence  in  the  Canadian  market! 
Heavy  surplus  over  there! 

Senator  Curtis.  No,  no.  Tliat  is  why  I  am  asking  you.  The  fanners 
had  to  take  under  that  bill  a  32-percent  cut  in  acrea^  and  I  got 
my  figures  from  a  coalition  witness.  I  am  sure  they  are  right.  But  fcff 
3  yeai-s  it  went  down. 

I  am  not  quarreling  with  you.  We  made  some  progress  on  surpluses, 
but  I  do  not  think  the  record  should  stand  to  imply  to  somebody  wlw 
does  not  know  anything  about  fanning  that  it  is  not  a  grave  problem 
any  more. 

Mr.  KiRCHNER.  We  still  have  the  surplus  even  if  it  is  sitting  in  idle 
land. 

Senator  Curtis.  And  the  threat  of  the  surplus  is  tremendous;  is  tint 
not  ridit? 

Mr.  iCiRCHNER.  Absolutely. 

Senator  Curtis.  Knowing  Secretary  Hardin's  devotion  to  trying 
to  do  the  best  job  that  the  two  committees  can  agree  to  and  pMS 
through  the  Congress  to  the  farmers,  would  you  mind  telling  us  via 
else  was  present  when  Mr.  Frick  made  his  statement! 

Mr.  Kirchner.  Yes;  Senator  Tom  Kennedy  from  Nebraska  was  mm 
that  was  with  me.  Senator  AVayne  Ziebarth. 

Senator  Corns.  Of  Nebraska? 

Mr.  KiRciixFJi.  Wilcox,  Nebr.,  State  senator.  Senator  Tom  Kennedy 
is  from  Newman  Grove,  Nebr. 

Senator  Curtis.  T  know  them  both.  I  talked  to  them  after  tbe 
meeting.  They  did  not  report  such  a  conversation  to  me. 

Mr.  Kirchner.  The  other  man  with  me  was  Delraar  Prosser  from 
Downs,  111, 

He  is  a  grain  fanner  in,  I  guess,  the  good  country,  central  UtiwHS. 
I  hate  to  admit  that,  Iwing  from  Iowa. 

Senator  Curtis.  Well,  it  is  good  to  have  you  here.  I  think  it  would 
be  a  good  idea  to  send  a  few  farmers  to  the  oankers  convention. 

Mr.  Stenehjem.  Mr.  Chairman,  could  I  make  a  statement! 

The  Chairman.  Yes,  Mr.  Stenehjem.  You  are  from  South  Dakotal 

Mr.  Stenehjem.  Watford  City,  N.  Dak. 

Tlio  Chairman.  Back  in  1920 1  met  a  Stenehjem  who  grew  potatoes. 

Mr.  Stenehjem.  That  was  my  Uncle  Martm.Ithinkh»mighth«vB 
sold  you  some  potatoes  at  that  time. 
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The  Chairuan.  I  knew  him  well.  That  is  way  back. 

Senator  Miller.  Off  the  record. 

( Discussion  off  the  record. ) 

The  Chaikuan.  Back  on  the  record, 

Afr.  Stenehjem.  If  I  could  make  ]'ust  one  observation,  I  think  we 
people  who  live  in  rural  America  are  very  much  concerned  about 
losing  any  more  farm  population.  In  my  town  in  McKenzie  County 
back  in  the  late  thirties  we  had  something  like  2,000  farm  units.  Right 
now  we  are  down  to  about  900  farm  units.  In  that  same  period  we 
had  approximately  six  service  communities  that  serviced  that  farm 
area  and  all  but  one  of  them  are  pretty  much  dried  up.  We  are  a 
county  seat  town  and  we  survived  pretty  well. 

Every  time  we  lose  20  farmers  out  in  the  country  we  dry  up  one 
business  on  our  main  street.  So,  we  have  a  great  and  real  interest  in 
farm  conditions. 

Senator  Curtis.  Do  you  live  on  a  farm? 

Mr.  Stenehjem.  No.  I  am  with  the  bank.  First  International  Bank 
of  Watford  City, 

Senator  Cunns.  Now,  in  that  connection  I  am  very  anxious  to  see 
farm  income  increased  and  I  am  not  in  sympathy  with  the  corporate 
operations  other  than  the  family  corporation  where  for  good  reasons 
they  want  to  do  it  that  way.  But  are  you  advocating  tiie  same  number 
of  farm  units  in  that  county  that  you  used  to  have? 

Mr.  Stenehjem.  We  would  surely  like  to  retain  our  family  farm 
units.  I  do  not  think  we  have  taken  a  position  on 

Senator  Curtis.  Now,  in  light  of  the  availability  of  farm  labor,  in 
"Jie  light  of  the  availability  of  machineiy  and  new  equipment,  are 
fou  advocating  as  many  farm  units  as  you  mentioned  timt  they  had 
aad  some  years  ago  { 

Mr.  Stenehjem.  We  recognize  that  we  have  needed  farm  conaoli- 
lation  because  we  have  needed  larger  farm  units.  The  original  unite 
were  too  small  to  support  farming  in  our  country.  We  are  a  semi-arid 
country  and  we  needed  the  larger  farm  units  out  I  think  we  have 
reached  a  plateau.  We  are  at  a — most  of  our  acreage  is  entirely  ade- 
quate to  support  that  farm  unit  pretty  much  on  the  basis  as  it  is  now. 
We  would  surely  hate  to  see  much  more  consolidation. 

Senator  Curtis.  Would  you  not  agree — I  am  very  much  convinced 
;hat  we  need  to  increase  farm  income  but  would  you  not  agree  with 
ihis,  that  in  the  light  of  the  high  cost  of  production,  the  scarcity, 
ilmost  impossibility  of  hiring  farm  labor  and  the  fact  that  you 
cannot  go  back,  you  cannot  turn  the  clock  back 

Mr.  Stenehjem.  That  is  right.  We  recognize 

Senator  Cwns  (continuing) .  And  do  away  with  machines  that 
lave  been  invented  and  sold.  It  cannot  be  done.  In  light  of  that,  do  you 
lot  think  it  is  just  as  important  for  a  farmer  to  have  as  much  land 
is  he  needs  as  it  is  for  him  to  have  as  much  feed  and  fertilizer  as 
he  needs? 

Mr.  Stenehjem  (continuing) .  That  is  right.  We  need  size^le  units 
»  support  a  fai-m  unit. 

Senator  Curtis.  Yes.  I  do  not  like  to  see  the  farm  disappear  at  all. 

Mr,  KiRCHNER.  May  I  address  that  subject  a  little  bit! 

Swiator  Curtis.  Yes. 
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Mr.  KiRCHNER.  I  think,  and  I  have  written  articles  on  this  subjwt, 
our  basics  are  Tvron^  in  this  regard.  Wliat  we  have  jrot  are  some  good 
statistics  on  averaf!:e  fann  size  that  have  been  accumulated  over  a 
number  of  years  and  they  provide  a  trend  and  we  also  have  real  eood 
statistics  on  farm  income,  on  gross  farm  income  and  net,  and  weTisve 
seen^we  now  classify  tli©  ooiiunpn-ial  fanner  according  to  these  Jig- 
ures.  And  yet,  really  ueitlier  one  of  the  two  are  very  important. 

I  strongly  feel  that  t  lie  only  iniiJortant  criteria  is  whether  or  not  that 
individual  "is  fully  emiiloytHl.  And  wo  have  in  our  ai-ea  in  southeast 
Iowa,  we  liave  some  iiog  producers  on  KiO  acres  tliat  are  doing  beauti- 
fully. We  have  strictly  ^rraiu  jn-oduccrs  that  are  trying  to  crop  in  com 
and  soybeans,  SiH)  an^  !HM)  acres,  and  they  are  not  doing  very  well  at 
all. 

You  cannot  compare  th<>  two  at  all.  There  is  juiA  no  possible  way  but 
ihei-e  are  r-oiin'  stiilistics  nvailablo  on  full  employment  and  I  waald 
guess  that  it  would  lie  almost  impossible  to  find  a  way  that  you  could 
develop  the  statist  ii>,  so  there  foi-e,  the  wrong  ones  aw  the  ones  that  get 
u-ed. 

1  do  not  think  anylHidy  is  in  favor  of  putting  agriculture  into  a 
status  quo — nobody  i-an  ever  get  any  larger — in  order  to  keep  |>eopk 
there. 

Senator  t'tinis.  Well,  maybe  farms  are  large  enough  now,  I  do  not 
know. 

Mr,  Kii:<nxK,i£,  You  cannot  take  a  stand  like  that,  but  yet  I  doaot 
think  we  have  to  follow  a  trentl,  either,  I  do  not  think  that  because 
the  average  :>ize  (if  the  farm  may  be,  of  tlie  grain  fann  may  be  300  acres 
today,  tliat  this  means — it  was  1(H)  acres  2U  years  ago,  m  another  :J0 
it  has  got  to  double  again. 

Senatoi'  C'ririis.  No.  no. 

Mr.  ivtiii'jiNKi:,  .\nd  1  think  sometimes  inograms  get  designed  that 
will  make  those  li-ends  come  ti'ue. 

Senator  Cirtis,  No,  no.  I  am  not — I  do  not  know  that  they  should 
get  any  larger.  Maybe  they  should  not.  That  will  take  care  of  itself. 
The  (government  does  not  need  to  lielp  them  on  that.  But  I  got  the 
impres-sion  that  lie  wanted  to  go  back  to  a  ceitain  period  where  tliey 
had  a  certain  numl>er. 

Mr.  KiHiiiNKK.  1  think  we  would  alllike  togo  back. 

Ml".  Stknkh.ikm.  I  did  not  mean  to  infer  that. 

Mr.  KiRirnxKK.  Hut  we  cannot  roll  back. 

Mr.  Stexkiijem.  At  the  same  time,  we  do  not  want  20  formeisto 
farm  our  entire  county.  We  do  not  think  that  would  be  a  reasonable 
system,  either,  wlii<'h  is  possible  under  our  technology-. 
'  Senator  (  'uktis.  I  do  not  know  tiuit  tliev  should  get  any  larger  but 
I  got  the  impression  from  you  you  wnnlecl  to  go  back  to  the  previous 
way, 

.Mr.  Stknehjem.  So. 

Senator  Mii,f.W).  .May  I  ask  a  question  ?  In  connection  with  that  ^- 
velopnienl  in  your  area  of  Nonh  Dakota,  how  much  was  the  soil  baafc 
thecauKcof  that ; 

Mr.  Stkneiijk.\i.  I  think  tlie  leading  factor  in  our  loss  of  farm  pop- 
ulal  ion,  of  fourse,  was  tlie  di-ought  and  depression  of  the  thirties.  Th*' 
eliminated  a  large-  ]>art  of  our  farm  population  in  that  period.  I^at 
tt-as  the  largest  individual  factor.  No  doubt  about  that. 
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Since  that  time  soil  bank  poEsibly  was  a  factor  but  it  was  not  the 
najor  factor.  Tiie  big  movement  of  out -migration  had  come  prior  to 
:hat. 

Senator  Miller.  Tlie  reason  I  asii,  I  remember  back  in  1959  I  flew 
)ver  a  northern  part  of  yoar  State  on  my  way  from  Rugby  down  to 
jrand  Forks  and  the  pilot  was  pointing  out  to  me  various  giiost 
owns  and  he  said  look  at  all  the  acrenge  out  there  in  the  soil  bank. 

Mr,  Stenehjem.  It  was  a  contributing  factor,  no  doubt  about  it. 

Senator  Miller.  And  in  connection  with  long  term  land  retirement, 
I  proposal  has  been  made — the  Secretary  has  endorsed  it — that  if  we 
lave  any  long  term  land  retirement  program  we  had  better  make 
iure  that  the  guidelines  legislated  by  tiie  Congress  for  the  Secretary 
o  follow  include  the  i-equii-ement  that  the  amount  of  production  re- 
ired  within  a  community's  area  be  limited  so  as  not  to  jeopardize  the 
economic  viability  of  that  conimiinity,  I  take  it  you  would  strongly 
support  something  like  that? 

Sir.  Stenehjem.  Yes,  I  sui*  would. 

Mr.  KiRCHNER.  Sure  would. 

The  Chairman.  Tlmnkyou  very  much,  sir. 

(Supplementary  statements  filed  for  the  record  are  as  follows:) 
WASHI.NGTO.V,  D.C.,  February  21, 1910. 
^nator  Alle>  J.  Ei.i.esdem. 

Vaahinaton,  D.C.: 

Independent  Baohers  Association  of  America  requests  that  Senate  Agriculture 
>>mmittee  hearing  re<'Or(i  for  February  26  show  that  Don  F.  Kirchner,  who 
fstified  liffnre  the  committee  that  day.  Is  the  president  of  an  IBAA  member  bank, 
lut  that  his  view.s  on  discussions  v'iih  Department  of  Agriculture  officials,  and 
lis  critical  references  thereto,  refle<-t  his  individual  opinions  and  not  those  of 
his  as.socintion.  Mr.  Kin-hner  regrets  that  he  did  not  malie  this  clear.  Mr. 
iirchner's  entire  statement  was  his  own  and  hnd  not  [wen  discussed  with  IBAA 
reneral  officers  or  with  the  Agriculture-Rural  America  Committee  of  the  Assocl- 
ition,  which  he  chairs. 

B.  Meyer  Harkis, 
Prenirii-nt.  Inileptiidrnt  Rankrrs  AX'Ociatiiin  nf  Amrriia.  and  I'rrsidi-nt, 
Ycllotent'Mte  Bank.  lAtiirrl.  Mnnl. 


Wabhi.vqton,  D.C,  Feltruaryll,  ISIO. 
Senator  Allen  J.  Eli.enoer, 
'kairman.  Senate  Agriculture  Committer, 
fVaakingtoii.  D.C: 

Respectfully  request  that  Senate  Agriculture  Committee  hearing  record  for 
'ebniary  2C  show  that  my  testimony  before  the  committee  represented  my  ladl- 
'Idual  remarks  and  opinions  and  not  those  of  the  Independent  Bankers  Assod- 
ition  of  America  in  references  (o  conference  and  consultation  with  the  Depart- 
nent  of  AKrIculture  officials  and  my  somewhat  critical  references  thereto.  I 
hought  this  was  made  quite  clear  in  answers  to  questions  at  the  time.  But  In 
.-lew  of  piibliahed  references  to  the  testimony  I  respectfully  reaffirm  this  fact. 

Don  F.  Kirch  NBB, 
PrraiilFnt.   Fenplen  Trust  mid  Savings  Bank,  Rlvergide,  Iowa,  and   Chair- 
man. Agrivalturc-Hural  America  Commiltee,  Indepmhcnl  Bankers  As- 
sociation of  A  nwrira. 

The  CiiMRM.\N-.  All  right.  Mr.  Strong,  Nehraskii. 
Senator  CiRTJs.  lie  has  two  gentlemen  with  liim. 
Mr.  Chairman,  I  would  like  to  state  for  the  record,  Mr.  Strong  is 
me  of  our  leading  farm  citizens  in  Nebraska.  He  has  given  a  great 
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deal  of  attention  to  tliese  matters.  He  18  active  locally.  I  kno^  his 
id^as  are  wortlnvhile  because  lie  boiled  them  down  to  two  pages  and 
that  is  not  easy  to  do.  We  can  all  make  a  speecli  about  farm  problemB 
but  to  make  some  spccitic  sii^fi^stions  is  more  difficult.  He  13  also  ac- 
rrompanied  by  a  couple  of  gentlemen.  They  are  farmers.  I  am  much 
iiappier  tliat  they  are.  And  lie  can  identify  them. 

STATEHENT  OF  EARL  L.  STROHO,  PRESIDENT,  HEBBASKA  IGED 
GRAIN  GROWERS  ASSOCIATION,  AURORA,  NEBR. 

ilr.  .Stroxo.  Mr.  Chainuan,  this  is  Ted  Regicr  and  Roger  Krentx, 
ilirectoreof  oHi'orjranizatiou. 

As  Senator  ('urtis  said,  you  can  go  into  a  lot  of  this  background,  and 
we  do  agree  with  some  of  this  stuff,  but  we  thought  you  ■were  pretty 
well  uwtire  of  the  oonditiun  of  the  farmers,  so  we  wanted  to  get  rijjit 
down  titthe  specitics. 

I  will  rend  our  statement  and  I  might  make  a  few  little  general  side 
n^mark.f  an  we  go  along. 

Mr.  C'hairmnn  and  members  of  the  Senate  Agriculture  Conimit- 
toe,  the  Xebraska  Feed  Grain  Growers  welcome  this  opportunity  to 
tt-iitifv  IjefoiTi  thiri  fomniittee  on  farm  legislation.  We  oelieve  thit 
an  Irmg  as  we  are  capable  of  producing  more  grain  than  we  can  con- 
sutiie,  or  e.\i>ort  at  a  reasonable  prii-e,  some  sort  of  production  controls 
will  l«s  iieeessary.  These  controls  should  rest  with  the  Federal  Gor- 
ernmunt  in  tlic  interests  of  all  concerned.  We  will  look  at  some  of  tite 
iilte.ni»tive  )>liui3  for  piY>duction  control. 

Of  i-^iiiisc,  we  know  there  are  just  the  two  right  now  being  con' 
-.iilirifil.  The  coalition  bill  (H.H.  UOTO)  is  a  good  bill  and.  if  enacted 
.in  wi'itlcii,  wouUl  do  much  to  improve  the  farmer's  income  ena 
riiiiiigh  it  would  continue  most  of  the  mequities  of  the  present  prognm. 
Ir.  I -.  ii-ry  unlikely  that  it  will  be  enacted  as  written.  Therefore,  n 
'■'.■lid  lojisidcr  another  ahernative.  Of  course,  we  mean  bv  th^— I 
t,'-.lit',M-.  in  one  [>lace  they  say  they  want  90  percent  of  paritr  and  the 
'..•J  i,{  rim  bill  as  written,  1  am  sure,  would  oe  far  beyond  wlut  wonM 
f/-  j,.iM<-ji  by  ihn  apiniiiiriiitionsacts. 

I  hit  At^rKidtiuv  Act  of  15)70  has  some  good  features.  There  will  need 

■■■, »«-.  K 1'  luiiiip's  iiiailctouiake  it  acceptable  to  the  feed  erain  gtorer. 

it.  -u.'-.  ii'>r.  liiin^  any  tliKU'  and  we  believe  there  should  be  a  mini- 

J'-iii  I  uti-.  We  would  suirgest  70  percent  of  parity  as  this  r^kos 

..  .  .ij.j.p'i* iti-  ciist  of  prtHiiu'tioR.  Of  course,  when  you  gee  into^ 

-,  •(  ).i'ii]iii'liiiii,  riiibody  can  sav  exactly  what  ir  is.  but  our  State 
,  . .  ...1,  III  \fl>i'».-ka  tiguivs  tliat  is  aoout  what  the  eoEt  is  is 
i'    v..  im  t III- iivi-ragc  farmer. 

(..  ..-,.. Ill  l.».il«.iit  :i;i.JO  a  bushel.  Roughly. 

,..  ■.„.■■..:  -.1  i-».i.,-.  |.r.Mliti-iion  the  loan  rate  keeps  tae  bctrocD  from 

..  ..,, I  '.111   'if  III"  market.  There  is  some  reason  for  keepisf  our 

..j.i-.iiiii' il]i>  I'mviiju  uiarkets.  I  think  a  lictie  les  tBaoi 

.  ,  .t.,..i  ':.  (H-i.i-ni  i.f  ivnr  feed  grains  are  eiporred.  We  do  noc 
.  ]  ,  ,  n..it  mI  .  iiiir-.f.  wlu'ii  the  world  price  U  :«^is  r-t-n  frif  cos 
.;,  I.'. I.    . '.'.III.- iiilii-i' iiu-itns  such  as  export  $abisi\i^  ^?iildbt 

'.  '.  ..:.'l.i  |.i>.}.;i'iiii  nliich  leaves  the  farmer  laocv  frcedoc  of 
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choice  in  what  he  plants  is  a.  good  feature  of  the  Agriculture  Act  of 
1970.  This  will  encourage  the  shifting  of  crops  to  those  areas  where 
they  can  be  produced  most  economically.  This  part  of  the  program 
could  be  further  improved  by  eliminatme  the  conserving  base  and 
establishing  a  simple  cropland  base.  FurtTiermore,  payments  should 
be  based  on  the  current  crop  production  and  not  on  what  was  raised 
on  a  farm  10  years  ago. 

There  are  some  other  changes  we  would  like  to  see  made  in  any 
new  farm  program.  We  recommend  tliat  the  Secretary  of  Agriculture 
be  required  to  make  advance  payments.  We  would  like  to  see  a  more 
systematic  reseal  program  where  the  farmer  would  know  how  many 
jears  he  will  be  able  to  reseal  his  grain  and  where  no  more 
than  1  year  reseal  grain  would  be  called  in  in  any  one  year,  except 
in  case  of  national  emergency.  We  recommend  that  the  ftirm  storage 
and  drying  facilities  loan  program  in  effect  prior  to  1969  he  rein- 
stated and  made  a  permanent  part  of  the  farm  program.  These  changes 
would  give  the  fanner  more  mcentive  to  cooperate  fully  in  the  pro- 
gram and  keep  the  reserve  supply  of  grain  on  the  farm. 

We  would  like  to  see  a  working  or  market  reserve  established  that 
would  help  stabilize  the  market  and  give  the  Secretary  of  Agriculture 
more  latitude  in  determining  the  acreage  to  be  set  aside  each  year. 
Without  going  into  detail,  this  reserve  would  atisorb  the  extra  grain  in 
years  of  surplus  production  and  could  be  fed  back  into  the  market  in 
years  of  short  crops. 

We  recognize  that  some  sort  of  payment  limitation  will  most  likely 
have  to  be  a  part  of  any  farm  legislation  passed  this  year.  We  believe 
a  flat  limitation  of  $50,000  would  he  acceptable  to  most  feed  grain 
growers.  The  graduated  payment  proposed  would  still  be  a  maximum 

f)ayment  of  $110,000  in  the  eyes  of  those  who  are  demanding  payment 
imitations  and  in  case  of  feed  grains  would  give  the  large  operator 
full  protection  of  the  program  while  the  burden  of  taking  land  out 
of  production  would  be  shifted  to  the  small  operator. 

Of  course,  there  are  only  two  ways  of  keeping  competitive.  You 
either  pay  the  farmer  an  income  supplement  or  else  pay  an  export  sub- 
sidy, I  a^ee  with  this  thing  on  the  treaty.  I  think  this  is  part  of  our 
diplomatic  thing  to  get  you  straightened  out.  There  is  no  reason  why 
we  should  not  be  able  to  export. 

The  set-aside  program  which  leaves  the  farmer  more  freedom  of 
choice  in  what  he  plants  is  a  good  feature  of  the  Agriculture  Act.  This 
will  encourage  the  shifting  of  crops  to  those  areas  where  they  can  be 
produced  most  economically.  This  part  of  the  program  could  be 
further  improved  by  eliminating  the  conserving  base  and  establishing 
a  simple  crop  land  base. 

Furthermore,  payments  should  be  based  on  the  current  crop  pro- 
duction and  not  on  what  was  raised  on  a  farm  10  years  ago. 

There  are  some  other  changes  we  would  like  to  see  made  in  any 
new  farm  program.  We  recommend  that  the  Secretary  of  Agricul- 
ture be  requirSl  to  make  advance  payments.  In  that  hne  the  people 
have  sort  of  gotten  used  to  that  in  the  last  several  years  and  they 
sort  of  count  on  it. 

We  would  like  to  see  a  more  systematic  reseal  program  where  the 
farmer  would  know  how  many  years  he  will  be  aHe  to  reseal  his 
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grain  ami  wIipi-p  no  iiioi-e  tlinii  1  year  resenl  would  be  called  in  in 
any  one  year  except  in  case  of  emergency.  We  know  wliat  hapiiened 
back  in  11)67 — we  got  2  years  railed  in  tliere  and  the  price  of  com 
never  did  gpt  back  up  to  w-hei-e  it  sliould  have.  We  are  getting  3  years 
called  in  this  vear  and  to  our  idea  it  is  holding  the  price  down.  Klaybe 
that  is  wrong  but  we  feel  it  is. 

We  i-e«oinmend  that  a  fiirin  storage  and  drying  facility  loan 
l>rograni  in  etfit't  prior  to  1969  be  ifinstatod  and  made  a  permanent 
part  of  the  farm  pi-ogram.  This  change  would  give  the  farmer  more 
nicentive  to  cooperate  fully  in  the  farm  program  and  keep  the  re- 
.sene  supply  of  grain  on  the  farm.  It  would  help  a  little  in  the  box- 
car shortage.  It  might  not  sto[)  it  but  it  wonld  help  some  if  we 
had  more  farm  storaee. 

Senator  Ccktis,  May  I  ask  you  right  there,  is  it  not  true  that  the 
shift  in  harvesting  corn  to  the  picker-slieller  instead  of  the  picker 
where  you  stxired  the  ear  corn  was  that  miicli  greater  than  anybody 
expected  in  the  trade,  the  Government  and  everybody  else? 

Mr.  lSthonu.  It  is,  wliat  would  you  say,  over  50  percent  in  Harlan 
County?  Probably  70  percent  has  gone  to  the  picker  m  Harlan  County. 

Senator  C'litTis,  I  think  that  is  a  little  low.  And  that  has  added  to 
the  cost  of  storage,  the  tyiw  of  storage  used  over  ear  corn,  as  well  as 
with  the  corn  stored  in  tlie  ear,  some  of  the  drying  problems  took 
care  of  themsehes.  And  I  agree  with  you  very  niucli  on  this  stonge 
business  and  I  am  hoping  that  the  budgetary  will  not  be  on  tlie  w- 
partmeut  of  Agriculture  as  it  has  been  m  the  jiast. 

The  Chairman,  Would  you  want  that  on  a  loan  basis? 

Mr.  Stroxq.  Well,  what  we  are  talking  about  here  is  the  facilities 
loan  program,  yes,  where  the  Government  loans  them 

The  Cii.viKMAX,  Money  to  build  the  storage  facilities. 

Mr.  Strong.  Yes.  They  did  have  this  before  and  it  was  cut  dorn. 

Senator  Cuktis.  I  might  sav.  Mr.  Chairman,  that  Senator  Hniska 
and  I  have  pending  a  proposal  to  authorize  Farm  and  Home  Admin- 
istration to  make  such  loans  which  would  still  be  out  of  the  Federal 
budget  but  it  would  relieve  the  budget  pressures  on  farm  progruna  as 
such,  because  it  is  for  a  fixed  capital  improvement. 

The  Chairman.  At  a  reduced  rate  of  interest  ? 

Senator  Curtis.  Yes,  just  like  the  other  loans. 

Tlie  Chairman,  Proceed,  sir. 

>rr.  S'iRONo,  Vk'c  would  like  to  see  a  working  or  market  reserw 
established  that  uould  help  stabilize  the  market  and  give  the  Secre- 
lary  of  Agriculture  more  latitude  in  determining  the  acreage  to  be 
set  aside  each  year.  Without  going  into  detail,  this  reserve  would 
alisorb  the  cxtni  grain  in  yeai-s  of  surplus  production  and  could  be  fril 
back  into  the  market  in  years  of  short  crops. 

We  lecognizo  that  some  sort  of  payment  limitation  will  most  likely 
have  to  lx>  a  part  of  any  farm  legislation  passed  this  year.  We  believe 
a  Hut  liniitiition  of  $.">(),000  would  be  acceptable  to  most  feed-gnin 
growers.  'I'lie  graduated  payment  proposed  would  still  be  a  maximuin 
payment  of  $110,000  in  the  eyes  of  those  who  are  demanding  p»y- 
iiient  limitations  and  in  case  of  feed  grains  would  give  the  larp 
o|wrator  full  i)rot»>cti<)n  of  the  program  while  the  buitlen  of  takiaj! 
hin<l  out  of  ]n-oductioii  would  be  shifted  to  the  small  operator. 
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We  might  say  here  that  this  is  not  very  strongly  affecting  as.  We 
certainly  go  along  with  this  $100,000  graduated  program.  That  would 
not  bother  us  too  much. 

We  are  trying  to  be  reasonable  as  we  know  there  will  have  to  be 
come  compromises  made  by  all  concerned  in  order  to  get  a  bill  that 
Congress  will  pass.  Briefly  then : 

We  would  be  in  favor  of  the  Agriculture  Act  of  1970,  if  s<Hne 
changes  were  made 

The  Chairman.  You  mean  in  1965.  The  extension. 

Mr,  Strong.  No,  We  are  talking  about 

The  Chairman,  The  coalition. 

Mr.  Strong.  No.  We  are  talking  about  the  consensus  bill. 

The  Chairman.  Of  the  Department  of  Agriculture. 

Jlr.  Strong.  Yes.  They  call  that  the  Agriculture  Act  of  1970. 

The  Chairman.  I  see. 

Mr.  Strong,  If  some  changes  were  made,  principally  establishing 
a  minimum  loan  rate.  If  this  cannot  be  done,  it  would  be  better  to 
simply  extend  the  present  program  with  some  improvements. 

We  thank  you  for  your  kind  attention  and  are  happy  to  be  here. 

The  Chairman.  What  would  be  the  loan  rate  you  suggest! 

Mr,  Strong.  Seventy  percent  of  parity  or  roughly  $1.20  a  bushel. 

Senator  CruTis.  As  the  floor,  not  the  ceiling. 

Mr.  Strong.  That  is  the  floor;  yes.  I  do  not  think  we  have  to 
worry  about  the  ceiling. 

The  Chairman.  Well,  do  you  not  think  by  having  such  a  high  loan 
rate  that  it  would  keep  large  growers  from  joining  the  program, 
because  you  spoke  of  production  controls.  That  is  what  we  want,  and  a 
grain  feed  grower  will  not  want  to  force  himself  into  acreage  controls, 
and  if  you  make  your  loan  high  enonghj  that  will  keep  all  the  big 
growers  out.  That  has  been  my  experience  as  chairman  of  this 
committee. 

Mr.  Strong.  Well,  we  do  not  think  that  $1.20  is  excessive.  If  you 
made,  say  150  or  something 

Tlie  Chairman.  'WTiat  you  want  is  a  better  price. 

Mr.  Strong,  Yes. 

The  Chairman.  Well,  suppose  we  have  a  lower  loan  amount  and  a 
higher  direct  payment? 

Mr.  Strong.  The  trouble  with  that,  you  have  to  go  back  to  Congress 
every  year  and  say,  "I  want  $3  or  $4  million"  and  that  is  hard  to  get. 

The  Chairman.  No;  you  would  not,  not  more  than  you  have  now, 
because  it  is  all  handled  uirough  the  CCC. 

STATEUENi;  OF  TEB  REGIER,  NEBRASKA  PEED  GRAIH  GBOWEBS 
ASSOCIATION,  ATTBORA,  NEBR. 

Mr.  Regier.  '\'ou  would  have  more  participation  if  you  would  raise 
the  price  support  payments.  I  agree  to  that.  You  would  have  more 
participation.  This  nas  been  part  of  our  failing  of  the  present  program. 

The  Chairman,  Exactly.  Mr,  Strong  spOKe  of  a  production  con- 
trols and  that  that  is  necessary  more  or  less. 

>rr.  Rroier.  We  did  not  think 

The  Chairman.  And  if  you  make  the  loan  rate  too  high,  the  pro- 
duction controls  would  not  be  affected  because  I  know  from  past 
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experience  tliat  Avhcii  Ave  raised  the  loans,  I  think  $1.05,  $1.10,  that  a 
lot  of  the  lai-fre  {Tfowers  kejit  out  because  they  could  make  a  go  of  the 
program  bv  si!i]i)ly  ])rodiicinfr  and  selling  that  com  just  a  couple  of 
cents  below  the  iSl.iO.  The  wiiy  we  are  trying  to  do  it  now,  we  changed 
it  to  lower  your  loan  and  raise  your  direct  payments. 

Mr.  Recier.  I  did  not  think  Coiigi-ess  would  go  along  with  rai»n^ 
the  dii-e<t  payments  iH'canse  this  seems  to  us,  as  mentioned  before,  is  a 
welfare  payment  so  often  and 

Tlie  CiiAiRMAx.  Do  not  cull  that  welfare  payments, 

Mr.  Regif.r.  It  was  brought  out 

The  CiiAiRMAX.  I  know,  bnt  it  is  not  a  welfare 

Senator  Curtis.  "Uliat  the  witness  means  is,  it  is  referred  to  by  peo- 
ple who  do  not  understand 

Tlie  Chairman.  All  riglit.  Let  us  put  it  that  way. 

Mr.  TJecier.  Xow,  for  this  i*1.20  CCC  has  something  to  show  for  it. 

Tlic  Cii-\inMAx.  Xo:  but  siii>i)ose  Conunodity  Credit  keeps  it  fori 
yeai-s.  ^Vlio  is  going  to  pay  the  carrying  charge  ?  Who  is  going  to  [wy 
the  interest  rates  ?  Cannot  you  see  that.  That  is  a  cost. 

Jfr.  Kegikr.  It  is  a  cost. 

The  Chairman.  Of  coun-e.  it  is,  Iwcause  if  they — in  other  words,  if 
they  take  tlie  corn  and  put  it  under  kev,  you  have  got  this  hill  thut 
the — ^the  consensus  bill  providing  that  it  cannot  be  sold  except  thst 
the  charges  be  absorbed  by  the  Government  and  that  the  interest 
charges  and  the  storage,  and  when  you  add  all  that  up  togeiher,  it 
comes  to  quite  a  bit  of  money. 

Mr.  Strong.  We  take  care  of  that  in  the  research  form,  the  idea  that 
whenever  you  get  some  surplus  here  they  could  be  fed  back  into  the 
market  at  any  price  and  only  the  man  in  the  program  would  then  be 
protected. 

The  Chairman.  Well.  T  do  not  know  what  the  committee  is  going  to 
do,  but  it  is  my  sincere  i)eli('f  that  any  program  that  makes  a  loan  rate 
too  high,  you  i\ill  nev('r  get  a  sufficient  am'iunt  of  production  controls. 
That  is  the  prohlcm  that  we  have  had  in  the  past. 

ilr.  Stroxo.  We  felt  out  there  that  a  higher  loan  rate  increased  the 
participation  in  the  feed  gi-ain  area. 

Tlie  Chairman.  You  see,  yoii  have  a  voluntary  program.  Now,  it 
you  would  vote  yoursehes  into  acreage  controls  you  could  make  it 
Sl.2."i  and  it  would  he  all  right.  Then  you  could  control  by  virtue  of 
the  farmers  voting  themselves  into  a  control  program.  But  what  the 
com  or  feed  grain  peo]>lo  have  had  in  the  past  was  a  support  price 
without  a<'ieagt^  controls.  1  remember  one  year  you  had  $1.50  per 
bushel,  Si  .2.")  under  Mr.  Henson. 

Mr.  Strono.  We  are,  not  recommending  it  that  high. 

Tlie  Chairman.  I  know  you  do  not,  but  as  I  said,  many  times  the 
comgrowers  and  the  feedgrowers  are  the  little  blue-eyed  girl  of  the 
farm  program.  They  got  to  plant  all  they  desired  without  luring 
acreage  controls. 

Mr.  Regier.  That  does  not  work. 

The  Chairman.  I  know  it  does  not  and  I  (iroved  it,  and  that  is  why 
you  have  got  an  accumulation  of  about  $82  million  tons  of  1961  or  IMS, 
and  in  order  to  drain  that  off  the  markets,  we  had  to  institute  this 
1965  program. 
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Mr.  Strong.  We  are  not  playing  the  other  parts  but  we  would  say 
I  the  other  hand,  that  the  teed  grain  is  much  more  competitive  in  the 
>rld  marked  than  any  other. 

The  Chairman.  I  understand.  But  if  jou  talk  about  acrea^  con- 
jls,  you  either  have  to — there  are  two  ways,  eithw  by  letting  the 
rmers  vote  themselves  so  that  all  would  have  acreage  cuts  or  else 
ake  your  loans  a  little  lower  and  make  your  direct  payments  greater 
that  you  will  get  them  all  in,  or  a  good  many  in.  Just  as  sure  as  I  am 
Iking  to  you  now,  if  you  make  the  £ans  70  percent  of  parity,  you  will 
.ve  little  participation  by  the  large  growers.  That  is  my  experience. 
Mr,  Strong.  It  is  our  feeling  if  the  price  was  allowed  to  fall,  then 
ey  would  come  in  in  order  to  get  tliat  price.  In  other  words,  if  we 
ould  allow  that  corn  to  be  sold  back  on  the  markets,  with  no  restric- 
3n,  tlien  this  corn  even  thougli  the  $1.20  loan,  they  could  still  be  80 
90  cents  on  the  market. 

The  CnAiRin.N.  But  who  will  pay  the  difference  ?  Uncle  Sam,  Uncle 
un  would  pay  the  difference, 

Mr,  Strong.  Yes.  That  would  just  be  in  lieu  of  the  other  payment. 
do  not  say  it  is  going  to  cost  any  less.  It  is  going  to  cost  to  run  this 
OETam — anyway  it  is  going  to  cost  money. 

Thei  Chairman.  That  is  right.  I  thank  you  very  much  for  your 
ipearance. 

Mr.  Strong.  Thank  you. 

The  Chairman.  The  last  witness  we  kept  for  dessert  is  Senator 
roxmire. 

'ATEMENT  OF  HON.  WILUAH  FSOZHIRE,  A  U.S.  SENATOR  EBOH 
THE  STATE  OF  WISCONSIH 

Senator  Proxmire.  Thank  you,  Mr.  Chairman.  I  appreciate  that 

id  it  is  good  to  be  back  in  my  old  committee. 

Mr.  Chairman.  It  is  a  pleasure  for  me  to  appear  before  you  today 

support  of  an  amendment  to  the  omnibus  farm  legislation  to  m 
ported  by  your  committee  which  would  extend  and  strengthen  the 
lecial  milk  program  for  schoolchildren.  1  am  delighted  to  add  that 
y  Wisconsin  colleague,  Senator  Nelson,  has  asked  me  to  associate 
m  with  my  statement. 

As  the  committee  well  knows,  the  school  milk  program,  providing 
tttial  Federal  support  for  milk  breaks,  has  been,  since  its  inaugura- 
)n  back  in  1954,  one  of  the  most  spectacularly  successful  food  dis- 
ibution  programs  in  the  history  of  the  Department  of  Agriculture. 
3  continuing  popularity  and  support  is  testified  to  by  the  failure  of 
'orts  by  both  Democratic  and  Republican  administrations  to  sharply 
nit  the  program  over  the  past  2  years. 
Only  last  year  the  House  of  Representatives  disregarded  efforts 

downgrade  the  program  in  passing  legislation  to  make  the  program 
rmanent  by  an  impressive  384  to  2  vote.  The  House  and  Senate  in 
69  provided  more  than  $100  million  to  implement  the  program. 
Now  we  are  faced  with  the  expiration  of  the  program  if  Congress 
lis  to  act  by  June  30  of  this  year.  What  would  this  mean  in  terms 

the  health  of  our  schoolchildren?  It  would  mean  that  the  more 
an  17  million  children  now  estimated  to  take  part  in  t^e  program 
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would  no  lonfier  be  entitled  to  federally  supported  milk  breaksi  It 
would  meiin  thnt  tlie  307,755  children  who  recei^-ed  milk  under  the 
special  assistance  program  last  year  would  be  shortchanged.  It  would 
mean  that  the  thousands  of  underprivileged  bids  whose  first  food  of 
the  day  is  consumed  at  a  midmorning  milk  break — children  who 
attend  schools  without  a  breakfast  program — would  have  to  leamto 
go  hungrj-  until  lunchtinie.  It  would  mean,  in  the  last  analysis,  tint 
we  place  a  higher  )>riority  on  a  supersonic  transport  or  a  space  shuttle 
than  we  do  on  the  health  and  welfare  of  our  schoolchildren. 

Surely  it  is  worth  noting  ihat  fluid  milk  not  sold  through  the  school 
milk  pr()gi-ain  may  well  have  to  be  bought  for  stora^re  bv  the  Federal 
Go^enmient  under  the  dairy  price  support  program.  A  look  at  the 
appendix  to  the  President's  budget  for  fiscal  1971  indicates  that  the 
elimination  of  the  jichool  milk  program  would  cancel  out  a  market 
for  3  billi(m  half  pints  of  milk.  Proposed  increases  in  funding  for 
school  lunch,  .school  breakfast  and  other  child  nutrition  program5 
would  increase  the  consumption  of  milk  with  meals  by  546.400,000  half 
pints.  Thus,  if  we  quietly  i^it  by  and  watch  the  scliool  milk  proerun 
expire  we  can  anticipate  a  decrease  in  the  market  for  fluid  mitt  of 
2,453,600,000  half  pints. 

Some  of  the  slack  mav  be  nicked  up  by  schools  or  children  who 
are  willing  and  able  to  foot  that  rihare  of  the  cost  that  the  Fedenil 
Government  dro|>s.  However,  there  is  no  doubt  in  my  mind  that  a 
substantial  portion  of  this  milk  will  end  up  in  Federal  storage  sheds, 
not  childrcm'.s  stomachs.  And  much  of  the  savings  accomplished  hv 
eliminating  the  scliool  milk  program  will  trickle  out  through  theprin 
supi)ort  program. 

The  losers,  then,  if  we  eliminate  the  scliool  lunch  program  are  not 
only  the  schoolchildren,  whose  nutritional  standards  will  be  lowei'ed, 
nor  only  tJie  dairy  farmer,  who  will  lose  a  market  for  his  milk,  but 
the  -Vmerican  taxpayer — the  eternal  fall  guy — who  will  be  told  thit 
his  Government  is  saving  money  by  eliminating  the  school  milk  pro- 
gram only  to  learn  that  this  selfsame  Government  is  spending  that 
money  under  the  price  supptirt  program. 

Mr,  CiiAiRMA.v.  I  sincerely  hojie  that  your  committee  will  see  fit 
to  give  the  school  milk  program  a  new  lease  on  life  by  including  ft 
school  milk  iji-ogram  extension  in  the  onmihus  fann  legislation  you 
plan  to  rt'itoi-t.  I  wonld  like  to  suggest  as  a  model  for  such  an  amoid- 
ment  S,  044,  my  bill  to  extend  the  program,  which  is  airrenfly  before 
Senator  Holland's  subcommittee. 

Thank  you  leiy  much  for  this  opijortunity. 

The  Chairman-,  Well,  thank  you  very  much,  Senator.  Yoo  as  I 
understand,  favor  the  milk  provision  in  the  bill  that  has  been  presented 
by  all  of  the  farm  organizations. 

Senator  Pro.xmire.  That  is  correct. 

The  CnAiRMAN",  All  right.  We  are  glad  to  have  had  you- 

Senator  Proxmirk.  Thank  you  very  much,  and  I  may  say  it  is  good 
to  come  back  as  an  alumnus. 

The  CHAiRjrAN.  Well,  fine.  We  hope  to  be  able  to  do  something 
about  the  problem  that  you  have  brought  up. 

Xow,  as  I  understand  from  the  clerks  of  the  committee,  eTetTaii> 
who  desired  to  be  heard  has  been  heard.  It  will  be  noted  that  on  Jw- 
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lary  27  at  page  S.  497  of  the  record,  I  gave  notice  in  the  Senate  that 
we  would  start  holding  hearings  on  the  farm  bill  on  February  18  and 
hat  notice  stated  in  effect  that  all  those  who  desired  to  be  heard  send 
;heir  names  to  the  clerk  of  this  committee,  and  as  I  understand,  I 
•epeat,  all  those  who  asked  to  be  heard  have  been  heard.  Is  that  correct? 

Mr.  Henry  J.  Casso  (Committee  economist).  To  the  best  of  my 
cnowledge. 

The  Chairman.  The  committee  will  then  stand  in  recess  until 
further  call  of  the  Chair  and  the  record  will  remain  upon  for  about  a 
.veek  in  order  to  permit  statements  to  be  filed  by  those  who  may  desire 
;o  do  90. 

(WTiereupon,  at  12:50  o'clock  p.ni.,  the  hearing  was  recessed,  sub- 
ect  to  the  call  of  the  Chair.) 

(Additional  statements  filed  for  the  record  are  as  follows:) 


Mr.  President,  for  the  first  time  in  recent  hlstorj'  all  of  the  major  farm  orga- 
ilEatlona,  excepting  one.  have  joined  (ourether  to  draft  and  to  promote  the 
idopti<Hi  of  a  farm  bill  which  they  feel  will  i)est  meet  tbe  needs  of  the  nation's 
arfcest  industry  tn  years  to  oonip. 

Times  ot  crisis  tend  to  brine  us  together  for  the  achievement  of  common  goals 
md  alt  siEns  point  to  a  crisis  in  our  nation's  agriculture  industry.  Production 
'oats  continue  on  the  rise,  while  prices  for  more  farm  commodities  contlnne  to 
lectine.  Since  1945,  farui  population  has  dropped  from  24.4  million  to  1D.4  million, 
fbe  numher  of  farms  has  fallen  from  6  million  to  3  million.  Although  only  about 
M%  ot  the  U.S.  population  lives  in  rural  areas,  40%  of  the  nation's  poor  people 
ive  there.I  strongly  join  with  the  demands  of  urban  America  for  governnient  to 
«*  more  resijonsive  to  the  needw  of  the  cities  anti  to  channel  more  public  resources 
□to  the  solution  of  metropolitan  problems.  But  neither  do  I  feel  that  we  can 
iverlook  the  fact  that  agriculture  performs  one  of  the  services  that  keeps  urban 
ife  going — providing  for  the  proper  supply  and  l>alaDce  of  food  and  that  de- 
■lining  opportunity  in  rural  areas  is  ini mediately  felt  in  the  cities  through  a. 
■ontinueri  Influx  of  rural  people. 

Since  the  eslahlishment  of  the  Department  of  Agriculture  in  1862,  the  Federal 
Jovemment  and  the  nation's  farmers  have  participated  in  a  partnership  to 
guarantee  an  arieqiinte  supply  of  food  and  lilier  at  fi  reiisonalile  rort  to  tbe  nation's 
«Dsnming  public.  We  are  fortunate  to  have  been  one  of  the  few  nation's  of  the 
vorld  able  to  produce  food  and  flber  in  abundance,  and  often  in  excess  of  our 

Yet,  this  very  productive  capacity  may  now  pose  the  greatest  threat  to  the 
X>ntiiiued  strength  and  prosperity  of  the  agrimltnre  indurtry  and  to  our  lon- 
Juned  ability  to  meet  the  growing  dnnands  for  food  by  our  ever  increasing 
population. 

We  must  continue,  at  least  for  the  present,  to  strengthen  farm  prices  in  order 
\o  guarantee  a  strong  agriculture  industry.  This  cannot  be  done  unless  we  pro- 
Fide  incentives  for  our  farmers  to  control  their  production,  and  this  reijuirea 
Eovernment  action.  The  present  farm  program  expiren  thin  year,  and  practically 
jveryone  agrees  that  failure  to  extend  the  wheat,  feed  grainH.  cotton,  and  dairy 
trograms  shniiar  to  those  now  in  effect  would  result  in  a  loss  in  net  farm  income 
rf  over  $5  billion  a  year. 

In  the  absence  of  any  acceptable  farm  program  proposal  from  the  AdtninlS' 
ration,  27  major  farm  organizations  foniied  a  coalition  and  drafted  legislation 
railing  for  extension  and  improvement  of  the  lWt5  farm  program.  I  am  a  co- 
iponnoT  ot  this  legislation,  and  I  am  certainly  hopeful  that  the  Senate  Agriculture 
ikimmittee,  where  bearinga  are  now  in  progress,  will  report  this  bill  favorably.  It 
.s  anticipated  that  the  coalition  farm  hill,  if  passed,  will  Increase  net  farm 
.ncome  by  $1.3  to  $1.4  billion.  These  Income  improvements  could  take  place  with 
10  increase  on  the  1960  farm  program  budget. 

The  coalition  farm  bill  provides  permanent  legislation  to  improve  farm  Income 
(1)  by  establishing  "consumer  protection  reserves"  of  wheat,  feed  grains,  soy- 
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beans,  and  cotton,  (2)  by  ImprOTlng;  price  anpport  for  feed  graina,  (S)  sddlof 
a  wbeat  export  marketing  certlflcate  and  (4)  extending  antboritr  for  VMenl 
tuarlcetliig  orders  to  ail  commodities  subject  to  ajqjroval  by  producerB,  (6)  by 
extending  and  making  permanent  the  Class  I  base  plan  for  millt.  Tbe  bill  «1» 
calls  for  tbe  extension  of  tlie  wool  program  and  (or  strengthening  the  cropland 
adjuafnipnt  program.  Further.  It  authorises  an  acreage  diversion  prosram  (or 
rice  if  the  national  rice  allotment  is  establlsbed  at  less  than  that  for  196S. 

Although  eight  of  the  top  ten  farming  states,  ranked  according  to  cash  recelpti 
from  farming,  voted  for  President  Nixon  in  tbe  1968  election,  his  Admlnlstn- 
tion  has  not  yet  presented  an  Administration  farm  proposal.  There  la  i  bill 
floating  around  tbe  Congress,  which  has  not  jet  been  Introduced,  that  Is  known 
as  the  Administration  "consensus"  farm  proposal.  It  is  no  wonder  that  It  hu 
not  yet  been  introduced,  because  it  is  almost  universally  unacceptable  to  ftnn 
organizations,  Illost  farm  organizations  oppose  the  so-called  Adniinlstritlaii 
"consensus"  farm  bill  because  it  gives  the  Secretary  discretionary  power  to  lower 
price  supports  to  zero  if  lie  so  desires.  Furthpr,  there  are  82  different  provi- 
sions In  the  bill  that  give  the  Secretary  of  Agriculture  ezclnslve  authority  to 
make  determinations  that  cimld  be  used  to  lower  farm  prices.  Tbls,  In  my 
opinion.  Is  too  much  power  to  place  in  tbe  hands  of  the  Secretary. 

A  great  deal  of  rhetoric  has  also  come  from  the  Administration  about  a  mudre 
land  retirement  program.  This  concept  was  tested  under  the  previous  R^mbilan 
Administration  and  proved  to  be  a  failure.  Not  only  was  it  unsuccessful  as  a  firm 
program,  it  proved  to  be  extremely  damaging  to  small  towns  and  rural  commnnl- 
ties  across  the  country.  As  forms  were  taken  out  of  production,  thousands  of 
small  town  businesses  were  closed.  This  Is  a  condition  which  we  should  not  allow 
to  lie  repeated. 

Furthermore,  farmers  are  concerned  about  other  actions  by  this  AdmlnlBtm- 
tlon,  all  of  which  tend  to  lower  farm  prices.  Some  of  these  are : 

1.  Reduction  of  support  price  on  soybeans  from  |2.60  per  bushel  to  $2.19  per 
bushel. 

2.  Decreased  the  effectiveness  of  the  International  Grains  Arrangetnoit  on 
wbeat  which  resulted  In  a  IS^  per  bushel  drop  in  wheat  price*. 

3.  Restriction  of  storage  facility  loans  to  the  point  that  they  are  of  little 
value  to  tbe  farmer  which  deprives  the  producer  of  a  means  to  prevent  forced 
sales  of  grain  at  harvesttlme. 

4.  Decreased  acres  eligible  for  diversion  payments  (or  wbeat  and  feed  gralni. 

5.  Reduction  In  projection  of  cotton  yields  to  offset  legal  increase  and  prognin 
payments. 

e.  No  advance  payments.  This  is  badly  needed  money  by  producers  and  Is  > 
hardship  for  producers  in  preparing  for  planting.  This  Is  espei^lly  damagliig  in 
these  times  of  tight  money. 

7.  Stepped  up  recall  of  grain  under  loan  which  Is  used  to  keep  prices  low.  Hill 
is  n  moat  serious  mlsue  of  government  programs  to  keep  farm  prices  low. 

8.  Recommended  the  discontinuation  of  the  Agriculture  Conservation  progiui 
which  provides  tbe  funds  for  cost  sharing  with  farmers  for  conservation  pnc- 
tices  carried  out  on  tbelr  farms. 

9.  RecoDiended  the  discontinuation  of  tbe  special  milk  program  for  KtuA 
children. 

It  is  my  opinion  that  in  order  to  avoid  an  economic  crisis  in  agrlcultnre,  we 
must  have  strong  leadership.  Representatives  of  practically  ail  the  major  farm 
organizations  in  tbe  United  StiiteH  re<'(wnize  this  necessity  and  have,  therefore, 
jointed  together  to  draft  and  support  the  passage  of  the  coalltton  farm  bill  whldi 
I  have  co-sponsored.  Total  farm  expenses  rose  about  six  percent  In  1968,  ind 
predictions  are  they  will  rontliiiie  to  surge  upward  in  1970.  Agriculture  cannot 
stand  the  continuing  attrition  of  higlicr  costs  of  farm  Inputs  and  soaring  costs  nl 
borrowed  capital.  Every  day,  reports  come  to  us  of  an  unusually  large  number  of 
fiinn  llquidatiouR  and  auction  snies.  Unless  measures  are  taken  to  strengtlm 
fami  income  tills  trend  will  iic<i'lerHfe.  We  must  avoid  this,  and  I  feel  that  the 
coalition  farm  liill  is  the  best  present  an.siver  to  this  problem,  I  support  Itspa* 
age.  and  I  call  on  tbe  President  and  hla  Administration  to  do  likewise. 

Mr.  President,  I  hope  Senators  will  give  this  matter  their  serlotis  attention,  ind 
I  am  bringing  these  views  of  mine  to  the  attention  of  the  Senate  Committee  oa 
Agriculture  and  Forestry. 
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Mr.  Cbalrman  ajid  committee  members,  1  joined  with  Senator  McGovern  and 
several  other  Senators  on  October  23,  1968,  In  Introductlng  8.  3068,  which  we 
called  the  Agricultural  SbBbillzation  Act  of  1969.  At  that  time  22  naUonal  farm 
organizations  and  commodity  groupe  had  announced  their  enpport  of  such  an 
Act  Since  then  five  more  commodity  groupa  hare  added  their  support  to  this 
bill. 

'  la  appearing  before  you  today.  I  want  to  restate  my  sniw»rt  of  S.  306S  whiiHi, 
after  adding  a  few  amendments  to  strengthen  farm  income,  would  make  the 
Food  and  Agriculture  Act  of  1965  continuing  legislation.  Bat  I  want  to  do  even 
more.  I  want  to  urge  your  committee  to  move  with  all  possible  apeed  to  report 
oat  an  agricultural  bill  which  haa  wide  producer  and  congressional  support.  We 
most  have  a  bill  wblch  will  assure  farmers  a  fair  share  of  oar  National  Income 
and  we  must  have  It  enacted  well  before  August,  the  beginning  of  fall  seeding 
of  winter  wheat  for  the  1971  crop. 

Other  witnesses  have  discussed  the  provisions  of  the  continuing  authorities 
which  would  become  operative  if  the  1965  Act  were  allowed  to  expire  without 
replacement.  I  want  to  add  my  warning  regarding  the  decline  In  farm  income 
which  will  occur  if  we  fail  to  enact  8,  3068  or  a  comparable  bUl  in  the  next  few 
months. 

Analysts  are  generally  agreed  that  farm  income  would  fall  by  a  billion  dol- 
lars or  more  in  1971  if  we  fail  to  enact  new  Ipgisiation.  Wheat  producers  would 
probably  lose  all  tbelr  wheat  certificate  payments  which  will  amount  to  S900  roll- 
llon  in  1970.  The  second  year,  wheat  acreage  allotments  probably  would  be 
reduced  even  further  because  loans  at  50  xierceut  of  parity,  now  required  In  the 
continuing  legislation,  would  cause  stocks  to  pile  up  again. 

Although  fotton  producers  might  ret-eive  higher  incomes  In  1971  If  the  1965 
Act  Is  allowed  to  expire,  the  continuing  cotton  legi.slotion  would  create  un- 
manageable stocks  of  cotton,  if  not  repealed.  Xew  legislation  would  be  almost 
imperative  the  setjond  year. 

Feed  grain  producers  would  be  most  adversely  affected  In  1971.  They  would 
lose  alt  their  current  payments  which  will  total  about  $1.5  billion  in  1970  and 
market  prices  would  rest  on  the  .TO  percent  of  price  support  level  provided  in 
the  continuing  Ipgisiation.  This  will  lie  about  90  cents  a  bushel  for  com  for  the 
1971  crop. 

Although  feed  grain  producers  would  incur  the  most  serious  Income  losses  In 
1971,  if  the  1965  Act  is  not  renewed  or  replaced,  cotton  and  wheat  growers  may 
incur  the  greater  Ineome  loaaeB  over  a  3  to  5  year  period.  Farm  Income  losses 
would  surely  reach  $4  to  $5  billion  a  year — a  fourth  to  a  third  of  the  net  income 
now  realized  by  farmers. 

After  the  first  year  or  two  lower  prices  of  grains,  soybeans,  cotton,  and  live- 
stock products  would  result  in  lower  values  for  all  agricultural  assets.  Cattle 
breeding  herds  and  ranchen  might  Increase  in  value  for  a  year  or  two  but,  they 
too.  would  decline  after  that. 

The  decline  In  agricultural  income  and  farm  assets  would  adversely  affect 
lU  rural  financial  Institutions  and  all  public  Institutions  In  rural  areas.  The 
Sanncial  presanres  created  by  lower  asi^et  values  would  affect  the  one  million 
artrest  farms  most  severely. 

In  my  own  state  of  Minnesota  farm  program  payments  have  exceeded  $100 
nillion  every  year  since  1962  excet*  for  1967.  Last  year  they  totaled  $171  millloiL 
[  have  attached  certain  tables  which  reflect  on  this  and  other  aspects  of  farm 
>rograms  regarding  Minnesota. 

Livestock  producU  make  up  two-thirds  of  the  farm  marketings  In  Minnesota, 
[f  the  1965  Act  is  not  renewed,  Minnesota  farmers  will  lose  farm  program  pay- 
nenta  equal  to  a  fourth  of  Iheii  net  Income  In  recent  years.  In  addition  they 
s-ill  suffer  a  substantial  decline  in  their  income  from  feed  grains  and  livestock 
>roducts  as  excessive  supplies  glut  the  markets. 

I  was  impressed  by  your  statement,  Mr.  Chairman,  when  you  open  these 
learing.s.  As  I  recall,  you  reported  that  the  farm  prices  for  an  Identical  market 
lasket  of  food  were  only  8  percent  higher  In  1960  than  In  1917-49.  Yet  during 
:hiB  period  the  processing  and  marketing  charges  for  the  market  basket  of  food 
ncreased  55  percent. 
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I  have  liwu  reminded  many  times  by  my  farmer  constHnents  that  furm  price* 
in  1960  were  only  2  i>en-ent  hlKher  than  21  years  earlier,  iD  1947-40,  whereft* 
tlie  i)rice.i  of  boikIs  |mrfham'<l  by  fiimiers,  interest,  taxes  and  farm  wage  rates 
bave  iDcreni^ed  HO  pervent  during  this  i>erlod.  Quite  frankly  I  have  difflcnltj  la 
understandlnjt  how  the  averaffe  farm  family  survlvea  the  cost-iirice  squeeie  In 
our  cnrrent  inflatloanry  economy. 

I  dont  Uilnk,  therefore,  that  we  should  tte  on  the  defeoKlve  n^ardlng  tlie  cost 
of  an  adequate  fann  pr/q^rnm  whi<-h  Ktaliilizes  farm  sni^tlet"  and  pHce^<  and  gives 
coDsnniers  an  abimdanee  of  liigli  quality  food.  Actually  only  59!  of  conBiuners 
after  tax  Inenme  Roes  to  fanners  for  the  domestically  prodnced  food  they  bnj. 

Farm  yrogram  cortts  of  ?3  to  ?4  l>illion  appear  large  when  they  are  considered 
without  reference  to  other  partR  of  the  Kovernment  budget.  But  the  goremment 
budget  this  year  Ik  $200  billion  and  farm  pri(v  !Jn|>|>ort  prwram  costs  are  only 
2"/'  of  the  total.  If  we  tan  hoid  farm  program  co^tK  at  current  levels  whm 
other  cortH  are  rising,  they  will  lie  «  declining  percentage — lens  than  2^(  of  Ok 
total  budget. 

Itefore  going  on  to  coniment  U|>on  the  generiili»>«l  measure  which  the  Admin- 
istration finally  a'lit  fi>rth  as  their  ppiigram  iiermit  m<'  to  teil  this  Committee 
of  the  ni>ed  for  iM'rmanent  advance  iMiymeiit  legislation  for  wheat  anil  fred 
Kralti  producers.  A>'  yon  know.  I  have  introduced  a  hill  uiakiiig  a<Ivmice  payments 
(o  furmerii  partlciiNitlng  in  the  feed  grain  ijrograni  mandatory.  This  Mil  had  14 
cosiionMor.i.  I  am  also  a  ci>s]ii)naor  of  Senator  Bnrdlck's  hill  which  does  the  BOme 
for  producers  i»articipatlne  In  the  wheat  iirogram. 

At  the  time  the  Secretary  of  Agriculture  announced  its  decision  to  eliminate 
advance  payments  for  the  1970  programs,  I  said  this  was  a  wrong  dedsKn 
for  a  nunilier  of  reasons.  First,  luilting  such  |>ayments  is  not  a  cost  mvings  to 
the  government,  but  simply  a  shift  In  funding  to  another  flncal  year, 

tik-cimd.  It  will  place  a  new  financial  burden  on  our  farmers  who  miirt  now 
borrow  money  at  tiKlay's  high  interest  rates  in  order  to  finance  crop  planting 
and  operating  cosi.s.  Tlitrd.  the  advance  |>aymentii  program  has  iM-en  working  weU 
for  ^'even  years.  It  is  directly  respotisihle  for  eneoiiraging  many  farmem  to  sign 
up  and  divert  acreuge.  I'nder  the  program  those  farmerH  who  elet-t  to  per- 
ticii«te  receive  an  advanci-  on  their  i>;iynients  in  the  spring  with  Ihe  lidlonee 
paid  in  AugiiKt.  Without  benefits  of  advance.'',  farmers  may  well  choose  not  t» 
sign  ui>.  thus  planting  heretofon^  diverted  acres  with  resultant  lower  gialn 
prices  this  summer  and  fall. 

Last  year  Minnesota  farmers  received  more  than  $31  million  In  advancett 
under  the  fw-d  grain  program.  For  farmers  to  liorrow  the  ei|Uivalent  of  tJI 
million  for  six  months — assuming  they  could  find  9%  loan  funds — would  mddle 
them  with  nearly  S1.4  million  in  Interest  charges.  The  on-paper  savings  to 
the  Federal  gi>vfmment  In  the  current  fiscal  year  does  not  seem  adequate 
reason  for  Imposing  a  new  financial  burden  on  family  farms. 

Our,  bills,  therefore,  require  the  Secretary  of  Agriculture  to  make  advance 
payments  to  producers  under  the  feed  grain  and  wheat  programs.  They  wonld 
amend  existing  legislation  requiring  the  Secretary  to  make  not  less  than  50% 
of  any  payments  under  the  program.s  to  producers  in  advance  of  detenninatloo 
of  performance. 

I  am  told  this  bill  will  receive  early  hearings  by  a  Subcommittee  of  the  Com- 
mittee. I  hope  these  will  come  promptly  since  early  sign  up  figures  are  most  dis- 
tressing— bearing  out  my  earlier  warning. 

After  the  initial  two  weeks  in  the  feed  grain  program,  as  iliustratioa,  only  ^ 
percent  of  Minnesota  farmers  had  signed  up  as  compared  to  the  19fi8  program. 
Nationally,  the  figure  is  65  percent. 

Now,  to  return  to  the  matter  of  major  concern,  I  assume  that  as  some  time 
In  the  near  future  you  will  have  Secretary  Hardin  come  before  you  and  explain 
In  some  detail  how  he  would  administer  the  proposed  Agricultural  Act  of  1970 
which  his  Btaflf  has  drafted  and  seat  to  members  of  Congress.  I  fully  endorse  the 
goal  of  the  proposed  act.  "To  give  farmers  a  wider  range  of  decision-making  on 
their  own  farms  .  .  .  through  increased  opportunity  and  flexibility  for  fanners 
to  specialise  in  those  crops  which  will  maximize  their  net  returns."  But  1  doubt 
that  the  proposed  Act  will  meet  the  add  test  of  niniiitainlng  farmers  income. 

Professor  leather  Tweeten  of  Oklahoma  State  University  was  recently  asked 
to  make  an  economic  appraisal  of  the  Administration's  "set-aside"  proposal  at 
a  seminar  sponsored  by  the  Iowa  Center  for  Economic  and  Agricultnral  Develop- 
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tne&t.  In  his  words  the  set-aside  pro|)osal  Is  deRlgned  to  provide  restraints  od 
prodnttiMi  that  will  permit  satlsfactur.v  levels  of  price  and  income  aod  will 
neither  inhibit  the  growth  of  marketii  nor  plBc^e  needless  obstacles  id  the  way 
of  efficient  fann  operation. 

After  a  detailed  anal^His  of  the  most  probably  ec<momic  response  to  the  set- 
aside  provision  in  different  sections  of  the  country,  however,  E^rofessor  Tn-eeten 
conclnded  that  they  would  be  far  less  effective  in  supporting  farm  incwne  than 
current  programs.  He  concludes  that  if  the  cost  of  a  set-aside  prc^n^m  were  held 
the  same  as  for  the  current  programs,  $3.2  billion,  then  net  farm  income,  wonld 
be  $0.5  hlllioD  less  nnder  the  «iet-aslde  program.  Said  another  way,  the  program 
Is  estimated  to  cost  the  U.S.  Treasury  $0,5  billion  more  than  the  lWi9-tyi>e  pro- 
gram In  1971  to  achieve  the  same  farm  Income. 

He  finds  the  set-aside  program  less  effective  than  carrent  programs  In  reducing 
the  acreage  of  the  major  grains.  If  cotton,  wheat  nnd  feed  grain  payments  were 
kept  at  1969  level.-?,  Profes.sor  Tweeten  esUmated  10  million  additional  acres  of 
feed  grains  would  be  planted. 

This  would  lie  offset  partially  by  the  diversion  of  l-"!  million  acres  of  minor 
crops,  oats,  tame  hay.  etc..  under  the  set-aside  program,  but  the  increased  sup- 
plies of  feed  grains  would  lead  to  lower  prices  and  increased  supplies  of  live- 
stock products  within  a  short  time.  Livestock  producers  wonld  also  experience 
lower  incomes  asoutput  expanded  against  inelastic  demand. 

Professor  Tweeten  also  observes  that  dropping  the  restraints  on  the  produc- 
tion of  allotment  crops  means  that  the  conserving  base  will  become  a  relatlvrty 
more  important  factor  than  before  in  controlling  production,  yet  some  states 
hare  dropped  or  deemphasizcd  the  conserving  base.  States  which  have  dropped 
the  conserving  base  will  be  relatively  advantaged  under  a  set-anide  program, 

Mr.  Chairman,  I  hope  It  will  be  possible  for  you  to  schedule  Secretary  Mardio'a 
appearance  before  yonr  committee  at  an  early  date  so  that  we  con  obtain  a  better 
understanding  of  the  advantages  and  disadvantages  of  shifting  from  onr  volun- 
tary relatively  successful  acreage  adjustment  programs  for  cotton,  wheat  and 
feed  grains  to  an  untried  set-a.'ildp  prngrnni. 

Thank  you  for  alloting  me  the  time  to  apj^ear  before  this  t'oiiimittee, 

GOVERNMENT  PAYMENTS  TO  MINNESOTA  FARMERS,  196G-U 
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Mr.  Cbairmau  and  members  of  tbe  committee,  the  Grain  Sorsbtiiii  Prodncen 
ABsociatlon,  with  headquarters  In  Lubbock,  Texas,  amireclatea  tbe  opiKntnnltr 
of  submitting  this  testimony  to  your  committee.  Our  AssociaUon  repreaent*  tlN 
views  of  the  majority  of  the  grain  sorghum  farmers  across  the  natiOD,  We  hire 
area  leaders  of  all  major  farm  organizations  on  our  board.  Tbls  kMA  nfm- 
sentatlOD  is  erideut  when  we  have  a  unanimous  vote  of  our  board  memben  on 
almost  all  Assoointion  polieies  regarding  government  farm  programs  effecUnc 
grain  sorghum.  We  also  seek  the  views  of  grain  farmers  who  are  non-meraben 
of  GSPA  as  well  as  our  members. 

Tbe  Grain  Sorghum  Producers  Association  has  several  points  whicb  we  feel 
sliould  be  considered,  iii  any  farm  progmm  written  for  the  "TO's".  Our  basic 
policy  Is  to  encourage  un  extension  of  the  present  feed  grain  program,  with  some 
cbanges  which  would  Improve  net  income  and  make  It  a  permanent  prograia. 
With  tliese  objectives  in  mind,  we  are  a  part  of  the  "farm  coalition",  of  27  farm 
organizations,  supporting  a  bill  we  feel  would  help  the  grain  farmers'  focoine 
and  be  in  the  national  interest. 

Some  of  the  points  of  tbe  present  program,  which  we  feel  are  important  to 
continue  In  future  (arm  legislation  are : 

I.  Production  Restrainln.—W'e  must  continue  programs  designed  to  keep  our 
production  In  line  with  eonsumption.  GSPA  was  formed  In  Idi>6,  when  there  wen 
no  production  controls  for  grain  iiorgbuni.  We  were  producing  much  more  than 
was  needed  for  the  markets  and  our  prices  were  below  an  extremelj-  low  loin 
rate.  We  cannot  return  to  that  kind  of  situation.  A  control  program  must  be 
continued  to  keep  production  down  and  market  prices  at  a  level  that  tanaea 
can  prosper.  The  present  system  Is  working  very  good  for  grain  sors'hum.  We 
encourage  you  to  continue  it  and  to  adjust  farm  Income  upward  to  cover  In- 
creased cost  of  production. 

II.  Price  Support  and  Loon.  Program. — II  parity  is  the  gauge  for  a  fair  retom 
to  farmers  for  tlielr  expenses,  time,  and  investment,  we  feel  that  onr  government 
programs  should  be  designed  to  bring  full  parity  to  the  efficient  farmers  We 
do  not  feel  the  city  people,  government  or  anyone  else  should  expect  brmen 
to  produce  for  less  than  the  full  parity  level,  anymore  than  they  are  wUling  to 
work  for  less  themselves.  We  feel  a  price  support  and  loan  pr<%ram  must  be  con- 
tinued. This  is  why  we  support  the  coalition's  bill  where  It  states  "price  snppnt 
shall  be  made  available  to  producers  for  each  crop  of  com  at  a  national  average 
rate  of  not  less  than  00  percent  of  the  parity  price."  Grain  »orghum  ahould  offo 
iharc  Ihii  level  of  price  tvpport. 

We  request  that  grain  sorghum  loan  prices  now  be  related  to  com  only  by  lt» 
nutritional  value,  instead  of  all  the  other  considerations  that  are  now  reqnlred 
under  Section  401(I>1  of  the  present  law.  The  other  factors  are  now  obsolete  in 
relating  grain  sorghum  loan  rates  to  those  of  corn.  Grain  sorghum's  nutritional 
value  is  now  rated  it^%  of  com.  The  national  loitn  rate  for  grain  sorghum  shonid 
be  Or.%  of  the  TOrn  loitn  rate. 

The  loan  program  is  nn  essential  tool  for  farmers.  It  Is  necessary  in  market- 
ing the  farm  prrxlncts  In  an  nrdrrJji  and  »\intcmatie  trail  and  In  taking  advantage 
of  market  price  Increases.  The  loan  rate  should  be  high  enough  to  add  strenpb 
and  staliility  to  the  market  prices. 

III.  Hfiirnl  I'nujriim. — The  resenl  program  in  commercial  storage  has  been 
helpful  to  farmers,  during  the  Inst  two  years.  It  allows  farmers  to  maintain  con- 
trol lieyorid  the  normal  marketing  season  when  prices  are  low.  We  encourage 
you  to  extend  the  resenl  program  In  commercial  storage  for  grain  sorghum  to 
allow  fnrnierx  this  additional  tool  for  orderly  marketing.  Steps  should  lie  taken 
in  the  new  law  which  would  prevent  (lie  Secretary  from  calling  in  grain  under 
resenl  thitt  would  effect  marki-t  prices  of  grain,  liie  action  taken  Inst  fall,  and 
later  rescinded  is  nn  example  of  damage  to  prices.  Our  market  never  fully  recov- 
ered even  thoiigh  the  order  wa«  cancelled. 

IV.  .1  RpKcrrr  Prftijram. — We  helieve  that  a  reserve  program  designed  to  main- 
tain grain  for  emerKimcy  situations  would  be  in  tie  best  Interests  of  farm  pro- 
grams and  the  nation.  As  we  have  testified  before,  this  grain  should  be  taolated 
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from  the  market  and  not  be  released  except  in  caeee  of  criticfll  shortages.  An  ade- 
quate reserve  would  allow  the  Secretarr  of  Agriculture  to  administer  the  feed 
grain  prc^ram  tight,  without  the  fear  of  not  having  enough  In  case  of  a  severe 
drought  or  other  natural  dlsasterB.  This  would  help  to  maintain  prices  and  also 
guarantee  our  feed  grain  customers  of  a  continued  supply.  In  any  gale»  poUoif  we 
do  not  feel  Commodity  Credit  Corporation  stiould  tell  grain  into  domestic  mar- 
ketg  until  farmers  are  receiving  full  parit]/  for  v>hat  thev  sell. 

v.  Limitation  of  Payment*.— The  Grain  Sorghum  Producers  Association  Is 
opposed  to  limitation  of  government  payments  at  any  level.  We  believe  that  It 
would  seriously  hurt  or  even  kill  the  farm  programs.  The  farmers  who  divert 
the  most  land  and  make  the  program  work  effectively  are  the  farmers  drawing 
the  large  payments.  Why  should  they  be  penalized  for  being  efficient? 


We  have  been  reviewing  the  "set  aside  feed  grain  program"  as  outlined  to  you 
by  Secretary  Hardin.  If  this  approach  Is  used  in  the  new  program,  we  feel  your 
committee  should  give  careful  consideration  to  the  following  questions : 

(1)  After  the  required  set  aside  or  diversion,  what  would  keep  a  farmer,  an 
area,  or  the  farmers  of  the  nation  from  doubling  the  amount  of  grain  pro- 
duced, creating  a  serious  surplus  and  breaking  market  prices  ? 

(2)  Why  shouldn't  the  90%  of  parity  be  set  as  a  floor  ns  well  aa  a  ceiling  on 
price  auports?  This  is  only  00%  of  the  price  fanners  should  receive  for  their  crop 
in  order  to  get  a  "fair  return"  for  land,  labor  and  capital.  We  do  not  feel  that 
safeguards  are  in  the  "set  aside  program",  aa  It  now  stands,  to  give  farmers 
adequate  protection.  We  do  feel  the  Secretary's  proposed  plan  for  limitation  of 
payments.  Is  the  only  proposal,  that  we  have  seen,  that  shows  any  valid  considera- 
tion of  the  high  cost  of  production,  and  the  only  one  that  larger  farmers  CQUld 
continue  to  operate  under.  As  we  pointed  out  earlier,  ice  are  opposed  to  Kmito- 
tiona  at  any  level. 

We  hear  so  much  about  the  answer  to  our  farm  problem  being  in  selling  more 
into  the  export  market.  Our  organization  started  and  is  still  very  active  in  the 
area  of  foreign  market  development  for  U.S.  feed  grains.  We  are  proud  of  the 
success  that  we  have  bad  in  this  work,  however,  our  farmers  are  not  interested 
in  selling  more  grain  into  the  esport  market,  or  even  at  the  present  level,  if  wo 
can  not  sell  it  for  a  profit.  To  the  eitent  that  foreign  production  may  be  en- 
couraged by  our  farm  program,  an  export  subsidy  should  be  considered.  We  can 
not  produce  for  this  market  when  our  production  coats  are  higher  than  the  world 
market  price. 

Our  farmers  received  the  best  market  prices  for  their  grain  this  past  fall  that 
they  have  enjoyed  In  many  years.  An  average  price  of  $2.00  per  one  hundred 
pounds  was  typical  even  during  the  harvest  period.  We  would  hasten  to  point  out, 
that  this  price  plus  the  53  cents  per  hundred  price  support  is  onlyl  flO  percen* 
of  parity,  and  we  only  receive  It  on  one-half  of  our  feed  grain  base. 

The  point  that  we  are  trying  to  make  is  that  we  feel  the  present  program  is 
working  for  feed  grain.  Its  income  provisions  should  be  strengthened  to  help 
farmers  survive  the  ever  Increasing  cost  of  productlwi.  This  In  why  we  support 
the  farm  coalition's  bill  which  would  keep  production  in  balance  with  demand 
and  strengthen  farm  Income. 

The  Grain  Sorghum  Producers  Association  Is  not  sitting  around  waiting  on  the 
government  to  solve  all  our  problems.  Developing  markets  and  Initiating  research, 
for  our  commodity  constitutes  the  major  portions  of  our  total  program.  We  have 
been  successful  in  this  work.  We  are  now  selling  over  three  times  the  amount  of 
grain  sorghum  that  we  were  13  years  ago,  but  we  need  a  sound  government 
program  to  help  us  keep  the  supply  of  grain  in  balance,  and  at  prices  the  farmers 
can  afford  to  grow  it. 

We  want  to  again  thank  you  for  this  opportunity  of  presenting  our  views  to 
you  and  say  that  we  look  forward  to  working  with  you  In  the  development  of  a 
sound  agricultural  policy.  We  will  be  glad  to  try  to  answer  any  questions  which 
you  may  have  ot  us. 


),Googlc 


Denteb.  Coux.  Februcrif  20. 1970. 
Hon.  Allen  J.  Ellendeb, 

Chairman,  Senate  Committee  an  Affricullarv  and  Forestry. 
Senate  Offlce Butldinff,  Washington,  D.C. 

Dear  8e\ator  Ellendcb:  The  nation's  beef  cattlemen  contlniullr  are  more 
than  concerTi«'d  about  the  farm  policies  Id  the  L'nlted  States.  We  are  prond  to 
bave  ivmaint'd  free  of  price  support  programs  and  other  controls.  We  nevertbelea 
realize  that  other  commodities  and  farm  iirograms  bave  and  will  continue  tu 
bave  an  elTect  upon  tbe  cattle  induatir.  It  is  for  this  reason  that  we  aMVeclatv 
tbp  ((piK)rtunit.v  to  present  our  views  affecting  the  nation's  cattlemen. 

The  beef  cattle  business  bas  the  largest  stake  in  any  farm  legislation  enacted  by 
Congress.  Our  business  represents  nearly  2.1  percent  of  all  agrlcnltural  incoiiir. 
Bei-ause  of  this  economic  import iin<-e.  we  are  in  a  position  to  be  helpful  in  tiyin; 
to  solve  many  farm  problems.  However,  it  also  should  be  recognized  that  ooi 
busiuess  can  be  adversely  affected  and  thus  create  a  harmful  reaction  <m  all  of 
agriculture  sbould  the  wrong  type  of  farm  legislation  be  enacted. 

The  beef  cattle  buKiness  is  flrmly  rooted  in  the  free  market  systrai.  We 
believe  that  eventually  all  farni  programs  and  ixiliclcs  should  be  rooted  in  that 
same  solid  free  market  syatcm.  Within  It.  we  affirm  our  dedication  to  prodiK« 
continued  ample  Kapplie»  of  high  quality  lieef  at  reasonable  prices  for  tbe 

Tbe  beef  cattle  business  has  gone  through  some  marked  changes  in  recent 
years.  For  example,  immediately  following  World  War  II.  approximately  two- 
thirds  of  all  cows,  two  years  old  and  older,  were  of  the  dairy-type.  Exactly  tlie 
opposite  is  trne  today.  Note  Table  I  which  shows  the  constant  increase  in  berf 
caitle.  particularly  female  beef  cattle.  Tbe  total  female  cattle  herd  bas  constantly 
been  ini-reased  In  tlie  fare  of  a  declining  dairy  herd.  Dairy  cattle  also  add  to  the 
total  market  supply  In  the  form  of  dairy  type  steer  calves  and  aged  dairy  co*» 
being  slaughtered. 

Coupled  with  this  change  has  l>een  a  dramatic  shift  In  tbe  Increase  in  tbe 
tonnage  of  beef,  largely  aciiimplisbed  by  the  number  of  cattle  lK>iDg  fed  roo- 
ataiitly  in  feedlots.  We  have  mnveil  from  aptimxiuiately  !)  billion  itounds  of 
beef  produced  In  1046  to  nearly  M  billion  pounds  in  l!Wn — a  record. 

Putting  it  another  way,  beef  eonsnmirtion  on  a  per  capita  basis  in  the  I'nltMl 
States  has  moved  from  01.6  pounds  per  person  in  t!U6  to  110  pounds  In  1969. 
and  about  tbe  same  consumption  rale  will  occur  in  IttTO. 

Bet'Huse  of  thin  dramatic  shift  In  production  and  tbe  fact  that  more  rottle 
are  being  fed.  the  domestic  beef  cattle  industr.v  consumes  the  greatest  pn>- 
portion  of  all  feed  grains  jiroduced.  Table  II  graphically  illastrates  tbe  domestir 
disapiwa  ranee  of  feed  grains  tlirou^li  livestock  as  contrasted  for  human  aw 
and  pximrtK. 

N'ote  imrtli-nlarly  that  the  ext>ort  market  has  declined  with  no  concrete 
indication  that  It  will  be  revived  substantially  in  the  future. 

Pli'ase  refer  to  Table  III.  the  ulillxation  of  wheat  produced  in  the  Unite"! 
States.  It  is  expected  that  wheat  exiMirts  will  remain  down  similar  to  that  whici 
has  im-urred  In  recent  years. 

AVe  are  tnld  that  the  major  wheat  exporting  countries.  In  spite  or  because  of 
the  International  drains  Agreemeiit.  desiienitely  are  trying  to  hold  on  to  their 
traditiiinal  world  markets  throuuh  jirlce  i-utting.  It  is  nothing  short  of  Ironic 
that  tbe  T'nitcil  States  should  find  itself  in  the  unfortunate  jiosltion  of  bavin)! 
fXliorted  its  ti'clinology  to  the  dcvt^loping  nations  only  to  find  now  that  these 
.■*a;iienatIon8Hre  our  competitors  in  the  world  wlieat  market. 

With  Ihis  change  of  events,  it  is  a  safe  assumption  that  If  wheat  cannot  b» 
ex|iorti-d  and  the  |H>r  capita  consumption  for  human  needs  in  the  I'nited  StalM 
I'oniiiLU'-s  til  dei-IEne.  there  is  going  to  l>e  even  greater  pressure  plated  ajtainrt 
the  recil  grains  of  Ibc  I'tiitHl  States.  It  will  mean  prixlucliis  less  or  utilizing  more 
wlieat  thniugh  livestock,  largely  beef  callle.  This  means  also  greater  competi- 
tion with  all  fe.-rl  ui-nliis. 

Past  and  pnsent  farm  jirogratas  have  had  a  marked  effect  ui>on  the  lieef 
citttle  business.  This  is  from  tlie  iiuantities  of  the  cattle  produced  and  tbe  bwt 
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tonnage  derived  therefrom,  becanee  shifts  In  geognplilc  production  also  have 
taken  place  prindpelly  since  World  War  II. 

Be^  cattle  in  the  Southeast  have  developed  into  a  major  source  of  agricultural 
Income.  Where  we  used  to  think  of  the  Southeast  aa  being  the  cotton  producing: 
aecthm  of  the  United  States,  we  now  find  that  much  of  ttds  cotton  land  has  been 
cmverted  to  gtaes  or  other  crops.  Id  thoxe  cases  where  grass  la  produced,  many 
cattle  now  graze. 

ImiH^fed  technology  and  availability  of  irrigation  water  has  contributed  to 
the  shift  In  cotton  production  to  a  point  considerably  west  of  the  B»«alled  tradi- 
tlcmal  cotton  producing  states.  Farm  programs  also  have  been  an  encourag^nent 
for  this  new  land  use,  strengthened  by  guaranteed  price  auMwrta. 

As  another  illustration,  improved  teclmology  and  wheat  price  suiqwrt  pro- 
grams have  caused  a  shift  to  the  production  of  milo.  In  western  Texas,  Okla- 
homa, Kansas,  Colorado  and  eastern  New  Mexico,  with  the  improved  varieties 
of  mllo  now  raised,  and  the  satisfactory  climatic  conditions  existing  in  these 
areas,  we  have  had  a  large  growth  of  cattle  feeding  .  .  .  principally  because  of 
the  development  of  mllo  production. 

There  la  little  doubt  In  the  mlnda  of  tlie  leadership  of  the  American  National 
Cattlemen's  Association  that  cattle  feeding  will  continue  to  shift  Into  com- 
mercial feedlota  and  that  more  of  these  feedlots  will  be  located  in  the  more  arid 
sectlona  of  the  United  States.  Much  of  the  feed  to  supply  these  feedlots  will  be 
raised  locally,  but  naturally,  they  will  have  to  draw  upon  other  feed  producing 
areas  to  augment  their  supplies. 

This  will  mean  that  adjustments  will  be  made  in  the  so-called  traditional  mld- 
weot  former-feeding  section  of  the  United  States.  It  Is  a  safe  aBsumptI<Hi  that 
to  compensate  for  the  availability  of  feeder  cattle,  more  cow-calf  operations  will 
become  necessary  In  those  so-called  farmer-feeder  areas.  This  has  been  happen- 
ing for  some  time.  For  example,  In  the  January  1,  1&70  livestock  inventor}'  the 
Combelt  showed  a  3%  Increase  in  l>eef  cows. 

More  cattle  likely  will  be  producer-owned  In  custom  feedlots  where  high  fixed 
costs  and  geographic  location  will  dictate  feeder  cattle  being  bid  away  from 
the  Combelt.  Therefore,  there  likely  will  be  fewer  feeder  cattle  available  for 
punAase  by  the  so-cailed  traditional  midwest  feeders  both  In  the  way  of 
percentage  and  absolute  numt>ers.  Ample  sullies  of  roughage  also  wlU  encourage 
the  conversion  to  cow-calf  units  in  the  midwest 

Many  of  the  problems  we  have  outlined  thus  far  have  been  caused  by  arttfldal 
means  such  as  farm  programs,  but  other  adjustments  bave  been  made  because 
(rf  pure  economics.  Any  way  you  look  at  It,  however,  there  Is  a  complete  Inter-tle 
with  wtiat  happens  to  the  cattle  industry  as  a  result  of  farm  programs. 

It  Is  the  judgment  of  the  American  National  Cattlemen's  Association  that  cer- 
tain commodities  In  surplus  or  portions  thereof,  should  be  taken  out  of  produc- 
tion until  it  t>ecomes  profitable  to  produce  more.  At  such  time  as  the  free  market 
dlctstes  and  it  becomes  economically  sound  to  pat  land  back  Into  production, 
then  the  opportunity  should  be  provided  to  the  owner  to  reinstitute  the  produc- 
Cbm  rights  on  this  land.  However,  within  this  framework  we  plead  that  no  legls- 
Mlon  or  regulations  be  adopted  to  adversely  damage  the  sui^tly — demand 
telattonshlpe  of  the  beef  cattle  business  ^mllar  to  those  which  have  adversely 
■fCected  other  commodities. 

Yonr  attention  Is  called  to  Table  IV.  Note  particularly  the  dramatic  changes 
-Jiat  have  taken  place  in  beef  cattle  production  and  consumption.  This,  in  large 
seasnre,  has  been  accomplished  because  of  economic  forces.  Qranted,  a  degree 
it  It  has  lieen  caused  by  what  has  tiappened  In  the  way  of  farm  programs.  But, 
I  combination  of  tlie  two  has,  In  effect,  assured  our  consumers  of  enjoying  a 
ilcb  level  of  beef  consumption.  Choice  beef  is  a  very  high  quality  and  whole- 
wine  product  which  has  been  developed  Into  the  most  desirable  food  product 
;woduced  anywhere  in  the  world. 

In  Table  V.  note  that  average  slaughter  cattle  prices  have  not  yet  achieved 
3ie  level  wtiicb  existed  In  1951.  Meanwhile,  the  public  Is  consuming  nearly  twice 
IS  many  pounds  of  beef  per  person,  while  annual  disposable  income  la  at  an  all 
dme  high.  Consumers  now  spend  only  about  2.3  percent  of  their  disposable  dollar 
for  i>eef ,  wliereaa  in  1951  that  figure  was  3,3  percent. 
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Let  ns  take  a  doee  look  at  Cbart  A.  Note  tbe  relatlonaUp  of  prices  to  It 
beef  producti<Hi,  Wbile  prodD(>tlou  bag  Increased  steadily,  prices  bare  r 
relatlTel;  steady  over  the  past  18  years. 

However,  we  do  believe  that  commercial  beef  production  In  tlie  United  States 
in  the  \oag  term  can  Increase  frwn  S  to  4  percent  annnally  witlioat  adrera^ 
affecting  the  economic  condition  of  the  cattlemen  under  the  following  conditlona : 

1.  The  ratio  of  total  cows  (beef  and  dairy)  two  years  old  and  older  to  the 
United  States  popalatlon  is  a  ratio  of  about  one  cow  to  four  people  and  is  main- 
tained at  that  leveL  The  expansion  of  the  total  U.S.  beef  cow  herd  ^oold  not 
exceed  1.5  to  2  percent  annnally. 

2.  Under  the  premise  oatlli^  in  number  one  above,  per  capita  beef  coDsomp- 
tlon  should  increase  at  an  annual  average  rate  of  am)rozlmately  1.2  poonda  per 
person.  This  is  based  on  U.S.  popnlatlon  increase  of  1.0  percent  or  more  annnaUy. 

S.  Disposable  personal  Income  should  Increase  from  S  to  7  percent  annnaUy. 

4.  Meat  and  live  cattle  imports  from  foreign  sources  should  not  enter  the 
United  States  at  any  faster  rate  than  has  been  experienced  for  the  paat  three 
years. 

The  principal  point  we  are  making  is  that  even  though  we  believe  land  ahoDld 
be  retired  in  order  to  bring  supplies  of  various  commodities  into  balance  with 
demand,  we  believe  tliat  the  beef  cattle  Industry  cannot  stand  any  orK/MsI 
stlmulatlou  by  permitting  these  acres  to  be  grazed.  We  contend  that  the  f 
market  system  and  economic  Incentives  will  continue  to  dictate  natural  Incrc  ~ 
in  beef  cattle  production.  If  the  natural  economic  forces  are  allowed  to  n 
price  levels  can  remain  proDtable  to  cattlemen  and  reasonable  to  U.S.  c 
If  It  becomes  apparent  that  additional  land  is  needed  to  produce  beef  cattle,  tbt 
repurchase  revision  of  production  rights  as  discussed  earlier  in  the  p 
tlon  might  be  put  into  effect  so  that  supply  control  can  be  maintained  by  e> 

Our  pledge  la  to  continue  to  produce  the  finest  product  avallsble  for  Ameriou 
consumers.  We  further  pledge  ourselves  to  the  need  tor  net  profit  in  onr  but 
nees.  Any  artificial  stimnlns  which  causes  rapid  production  increases  will  be 
highly  detrimental  to  our  business,  agriculture  In  general,  and  the  consnmer 
In  the  long  run. 

We  ask  that  you  please  include  this  letter  in  the  hearing  record  of  yonr  eom- 
mlttee's  deliberations  on  the  farm  bill.  Thank  you. 
Respectfully  yours, 

W.  D.  Fabb,  PiviideHt,  Amerloan  JlaHoHal  OattlemeH.'t  AMOotaUon. 

TABU  l.-rEIUU  KEF  AND  DURY  CATTLE   BY  CATEGORY,  FVOM  USDA  JAN.  1  ESTIIIAn 
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TABLE  ll.~TOTAL  PIWDUCTIOH  AND  UTIUUTIOH  OF  FEED  GIAINS,  IMMI 
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Febrwiry  ZB,  IfftO. 

Hon.  Senator  Jobdax  :  Wbereas  present  Farm  legislation  exj^res  at  th«  tmS 
<tfl970;and 

Wbereas  the  American  fanners  are  in  a  tight  sqneece ;  and 

Whereas  the  farmer's  economic  position  Is  likely  to  worsen  wlthont  a  ammd 
fium  program ;  and 

Whereas  the  Omnibus  ftann  bill  supported  by  the  Nattooal  Grange  and  other 
Sum  organization  offers  the  best  reasonable  probability  of  Improving  and 
atablliEing  the  farm  Income. 

Now  therefore  be  it  resolved,  This  Pioneer  Orange  N.  71,  does  support  the 
Omnibus  farm  bill,  above  described  and  does  solicit  the  support  of  Idaho's 
Oongreaaional  Delegate  for  said  proposed  legislation. 

Pioneer  Grange  Membership 
By  Mrs.  Bussell  Acock 

Aotina  SecrettuTf. 


Uj  name  is  Lon  Mann.  I  live  in  Marlanna,  Arkaams,  where  I  farm  and  operate 
A  cotton  gin.  I  am  submitting  this  statement  as  President  of  the  National  Cotton 
Olnners  Association. 

Ziike  all  other  brani^hes  of  our  Industry,  glnners  have  a  vital  stake  in  legida- 
tlon  which  will  restore  cotton  as  a  sound  and  dynamic  part  of  our  American 
economy.  As  glnners,  our  commitment  to  cotton  Is  complete.  We  have  no  other 
altertiatives  for  our  gin  plants.  They  are  totally  nseless  for  anything  other  than 
gfanlsg  cotton. 

^me  fundamental  problem  confronting  glnners  today  la  one  ot  volume.  We 
bdlere  the  only  solution  to  our  problem  Is  to  provide  the  producers  with  an 
iDcentlve  tied  to  actual  production  of  cotton,  not  to  projections,  nor  to  divendons. 
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Low  Totnine  and  erratic  producdOD  have  resalted  In  many  slnnen  btimg  fttrced 
to  take  a  "balingwire"  ai^oacb  to  repair  and  maintenance  of  a  vital  cos  In  the 
cott(Ki  Industrr-  The  bl^  cost  of  gin  macblnery  today  detnenda  a  reasonable  and 
dependable  volume  oT  cotton  to  enable  the  glnner  to  provide  the  serricea  de- 
manded of  him  by  the  producer.  Modem  barvestinK  eqolpment  and  metbodi  le- 
qoire  modem  gin  facilities  to  produce  quality  cotton  in  a  greatly  reduced  harrMt* 
ing  period. 

Today  ginners  are  not  a  breed  apart  from  producers.  A.  big  majoritr  of  onr 
gins  are  owned  by  farmers  as  Individuals,  partners,  atockholdera,  or  8«  memten 
of  cooperatives.  In  most  inatances  ginners  are  Just  cotton  farmers  with  tbe  maxi- 
mum Investmeikt  In  equipment  and  consequently  maximum  dedication  toward 
continued  cotton  production.  For  this  reason  we  are  iteenlj'  aware  of  tbe 
fact  that  the  cotton  program  must  be  designed  to  first  serve  the  prodncer  if  It  fi 
to  t>e  succes^ul. 

We,  as  gtuners,  endorse  the  recommendations  of  tbe  National  Cotton  Goondl 
whlcb  were  developed  by  cotton  producer  themselveB  over  a  period  of  many 
months  and  In  meetlngB  from  one  side  ot  the  Cotton  Belt  to  the  other.  Hun 
recommendations  were  presented  to  you  gentlemen  February  25,  18BE>,  tv  ^■ 
Bruce  Lynn,  President  of  tbe  Council. 

Needless  to  say,  not  all  ginners.  nor  all  producers,  are  in  comidete  agreemait 
on  every  detail  In  these  recommendations.  As  Mr.  Lynn  told  you,  they  do  ivflact 
a  very  strong  cmseusus  among  the  producers  and  in  the  induaUr  (Hi  the  mwntlili 
of  a  practical  cotttm  program. 

I  should  like  to  confine  my  statoments  with  the  broad  outline  o<  tUa  snap  of 
rec<xnmendatl(ma. 

Maintaining  competitive  one-price  cotton  should  be  tbe  starting  vOlnt  for  UT 
hew  legislation.  This  can  be  accomplished  by  providing  for  a  loan  level  of  10 
per  ceat  of  the  world  price  from  tbe  preceding  year,  or  years. 

Due  to  the  high  cost  of  farm  equipment,  land,  labor,  cbemicala,  moner>  ud 
everything  else  that  it  takes  to  make  a  crop,  there  must  be  some  aort  of  govcn- 
ment  sutieidy  to  the  producer  If  cotton  la  to  t>e  sold  competitively.  Thla  subddy 
should  relate  tbe  difference  k>etween  tbe  average  cost  of  produciton  and  the  iv- 
erage  price  of  cotton  on  tbe  world  market.  To  get  an  adequate  supfdy  of  coltoo, 
this  payment  must  be  tied  to  actual  production,  not  projections  nor  dlvenicai. 

Any  limitation  ot  payments  wilt  create  more  problems  than  solutions  and  there- 
fore should  be  prohibited. 

We  must  have  dependable  supplies  of  American  cotton  whidk  can  meet  te 
requirements  of  modern  competition  at  b<Mne  and  abroad.  Acrea^  allotnmti 
twsed  on  the  needs  of  the  industry  each  year  should  be  a  baric  pact  of  new  legit- 
latlon.  The  number  of  acres  of  cotton  allotted  each  year  should  be  geared  to 
domestic  consumption,  a  workable  export  program,  and  a  realiatlc  carryover. 
l^>day's  farmer  Is  a  buslnessmsji  and  be  will  respond  intelligently  to  an  IncenUn 
program  tied  to  actual  production. 

Tbe  suggested  changes  la  the  sale  and  lease  of  cotton  allotmenta  provide  > 
realistic  approach  to  a  painful  problem  tor  some  ginners.  Any  glnner  wbo  ii 
losing  cotton  acres  frmn  bis  territory  naturally  does  not  like  to  see  any  relaxa- 
tion in  this  provision,  but  we  realize  that  cotton  is  going  to  move  to  areas  of  tkc 
most  efficient  production  within  each  state  either  naturally  or  by  defkult 

-Crop  insurance  has  been  a  Ilfesaver  for  many  producers  and  ginners  and  shoold 
be  strengthened  to  allow  adequate  protection  tor  high-cost,  blgb-risk  crops  ncft 
as  cotton. 

Onr  long-range  hope  for  the  actual  survival  of  the  cotton  Indnatry  la  tied  ts 
research  and  promotion  which  can  result  in  lowering  our  production  costs  and 
expanding  our  markets.  We  must  therefore  continue  a  crash  iwogrsm  whidi  wtll 
someday  enable  the  cotton  producer  to  achieve  self-aufltclency.  Government  foadi 
approved  but  not  appropriated  in  years  past  should  be  pot  to  work  vigoroiuiT 
to  hdp  tbe  producers  with  their  CPl  program  and  the  other  branches  of  tbt 
industry  In  their  research  efforts. 

l^ese  few  points  on  which  I  have  touched  are  key  points  as  far  aa  ginnen  are 
concerned  because  they  all  relate  to  volume  prodoctlon.  During  the  laat  ft* 
years,  low  and  uncertain  production  has  played  havoc  with  the  ginning  Indnitir. 
As  stated  before,  if  the  producers  can  be  given  the  proper  incentive  to  pndns 
tbe  cotton  tbe  Industry  needs,  the  ginners  can  go  a  long  way  toward  solving  tbiti 
own  problems. 

Thank  joa  for  yoor  consideration  of  our  ideas. 
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^nie  Chamber  of  Commerce  of  the  United  States  appredatee  the  opportunity 
to  present  the  views  cd  the  general  bnalnees  commnnlt;  oa  proMems  and  program 
alternatives  for  agriculture,  one  of  the  Nation's  most  fundamental  Indnstriee. 

Tbe  National  Chamber  representa  more  than  2,700  local,  state  and  regional 
duunbers  of  commerce,  1,100  trade  and  profesaloual  aasociatlons  and  37,000 
llrms,  corporations  and  Individuals,  with  an  underlying  membership  of  over  five 
miUtcm. 

The  Qmmber  recommends  the  following  key  provisions  be  included  In  leglsla- 
UoD  to  extend  general  form  programs. 

1.  Provide  special  transitional  assistance  to  farmers  and  other  rural  business- 
men who  have  gone  out  of  business  In  the  wake  of  structural  adjustments. 

2.  Require  that  funds  for  making  payments  to  producers  be  reviewed  and 
authorized  prior  to  obligation  through  the  an>roprlatlon  process, 

3.  Increase  gradually  land-use  adjustment  programs  to  help  divert  ezcesa  crop- 
land to  less  Intensive  uses. 

4.  Gradoally  adjust  price  supm>ort  programs  whidi  attempt  to  ctmtrol  prices 
and  Individual  farm  production,  beginning  with  wheat,  feed  grains  and  cotton. 

Agriculture  is  a  o(Hnplex  Industry  which  includes  the  business  of  farming 
and  all  of  the  affiliate  service,  supply,  processing,  transportation  and  marketing 
activities  that  are  used  to  produce  our  food  and  fiber  requirements. 

The  actions  of  Congress  should  reflect  the  changing  needs  and  interests  (tf 
tbe  people  it  rq>resent8.  These  Interests  are  Increasingly  and  understandably 
urban,  because  a  vast  majority  of  Americans  live  and  work  In  cities.  Crime, 
unemployment,  poverty,  racial  strife,  pollution  and  other  predominantly  urban 
tK'oblems  draw  an  IncreaHing  share  of  the  national  attention.  Sach  of  Qiese  Israes 
represents  more  money  than  the  sutwldy  programs  for  agriculture  cost  each  year. 
But  the  impact  of  limited  public  funds  will  be  fett  on  all  federal  programs, 
^lis  was  evidenced  In  the  attempt  to  amend  the  appropriation  bill  for  agricul- 
ture to  limit  the  size  of  price  support  payments  to  producers.  Urban  Interests,  as 
well  as  the  Interests  of  farmers,  along  with  tbe  suppliers  and  customers,  should 
be  reflected  in  any  agrlcoltural  program  adopted  by  Congress.  Therefore,  the 
diallenge  to  Congress  and  the  Administration  is  to  produce  a  farm  program 
that  meets  the  long-run  Interests  of  tbe  agricaitural  industry  and  the  naUtmal 
economy  without  imposing  unacceptable  burdens  of  adjustment  on  the  people 
fnvtdved.  This  Is  a  different  country  In  terms  of  the  distrlbntlou  of  population, 
industry  and  the  resources  of  agricultural  production  than  when  the  farm  support 
[wvgram  was  first  designed.  New  legislation  must  recognize  these  changes. 

It  was  with  these  factors  in  mind  that  the  National  Cliamber's  Agriculture 
Oommittee  during  the  past  year  studied  the  adjustment  problems  In  agriculture 
and  related  areas.  This  study  led  to  approval  by  the  Chamber  of  the  recommenda- 
tions presetted  herein. 

THB   TBOBLKU    IR    PEBSPECnvE 

The  Natl<mai  Chamber  recognises  that  there  ar«  really  two  different  kinds  of 
(arm  operations:  (1)  viable  commercial  production  units  possessing  sufficient 
sise,  resources  and  management  skills  to  enable  the  producers  to  compete  In 
modem  agriculture ;  and  (2)  marginal  i«^uctlon  units  so  limited  In  thrfr  capac- 
ity to  compete  that  their  c^ienitors  must  supplonent  their  incomes  by  off-farm 
employment 

Tile  basic  problem  facing  agriculture,  both  now  and  In  the  foreseeable  future, 
in  exoe»»  produoHve  capacity — too  mauy  crop-producing  acres  and  too  many 
peofrie  depending  on  farm  production  and  employment  as  their  primary  source 
of  income.  New  technology  and  management  ability  have  greatly  expanded  the 
outimt  per  acre  and  per  man,  thereby  Increasing  the  size  of  farming  units  and 
reducing  the  need  for  labor.  The  accelerated  mral-to-urban  migration  has  vir- 
tually "dried  up"  many  rural  communities.  On  the  demand  side,  the  domestic 
market  shows  only  limited  potential  for  major  increases  In  total  food  cwi- 
sumptlon.  Increases  are  expected  to  be  about  in  proportion  to  population  growth. 
MniA  should  be  done  in  an  effort  to  increase  agricultural  exports.  However, 
tbe  prospects  for  food  exports  to  increase  In  sufficient  amount  to  keep  pace  with 
Increases  in  farm  productivity  over  tbe  next  few  years  appear  bleak  Indeed. 

>  8«niot  AMOdate,  Agricuitare,  Cbamber  of  Commerce  of  the  United  States. 
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Tbe  "gie^i  reTolutton"  U  expanding  agrlcnltaral  ivodnctlvltT  In  tbe  di 
countries  et  a  faster  rate  than  was  expected. 

Deqrite  the  extent  to  which  many  farmers  have  adjusted  their  opnrnlUNH  to 
improre  efficleney  and  sui^Iemeut  Income  with  oS-farm  EsnplOTment,  there  la 
much  need  aud  opportunity  for  further  adjustments^  Economists  sureert  tint 
the  average  commercial  farm  a<n«age  In  many  areas  could  probably  be  donUed 
without  running  up  against  inereaslng  costs  per  crop  acre.  In  IMS  only  1M,000 
of  the  Nation's  three  million  farms  sold  nearly  half  the  total  United  States 
prodnce  marketed.  Slightly  over  one  mlllkin  farms  accounted  for  86  per  cent  tt 
all  fanu  marketings.  As  farm  producUon  efficiency  Improvee  further,  era)  leM 
land  and  labor  will  be  needed.  Tbe  inescapable  fact  is  that  we  have  too  many 
acres  of  land  available  for  crop  production — particularly  with  req?ect  to  fCed 
grains,  wheat  and  cotton — and  too  many  families  unable  to  make  a  UtIdc  from 
their  Inadeiiuate  farming  units. 

Current  farm  programs  are  not  respmsive  to  the  needs  of  mial  people.  Com- 
mercial tanners  could  operate  more  efficiently  with  benefit  to  themselree  and 
consumers  If  they  were  able  to  utilise  all  of  the  high-priced  cropland  on  their 
farms.  On  the  other  hand,  marginal  farmers  who  lack  the  investmefit  caplUl  Is 
produce  competitively  are  encouraged  by  the  price  support  progranu  to  oontlnM 
their  uneconomic  c4»erations.  As  new  technology  and  Increased  capital  haw 
caused  production  to  expand  faster  than  markets,  these  programs  hare  beeont 
increasingly  more  expensive  and  less  effective  In  dealing  with  tbe  proUem  of 
excess  production — and  for  that  matter,  farm  Income  as  well.  We  see  no  praqiMt 
tliat  current  typea  of  farm  prt^rams  can  solve  the  problems  erf  excess  capadtr 
and  structural  adjustments  lU  fanning  over  the  next  decade.  Hie  pobllc  an 
spend  $4  billion  annually  on  present  programs  for  another  10  years,  but  tlte  addi- 
tional $40-60  billion  spent  by  1980  would  undoubtedly  leave  many  of  the  hbm 
capadtT  and  adju8tm«it  problems  stUl  nnreeolved. 

uoou  KEHnATiORa 

It  is  for  these  reasons  tliat  the  National  Chamber  recommends  that  Ooognv 
act  to  gradnall;  but  deliberately  redirect  farm  programs  so  as  to  bring  sgrl- 
culture  into  a  healthy  self -sustaining  balance  In  a  market-oriented  ecannBy. 
Accordingly,  the  Chamber  recommends  that  the  following  features  be  included  la 
the  new  legislation : 

1.  Special  attUtance  to  mrat  people. — Some  erf  the  farmers  who  cbooK  to 
retire  from  farming  will  have  sufficient  resources  to  do  so.  Some  wIU  be  eUglhle 
for  social  security  and  other  retirement  I>eneflta  Others  will  hare  snffldent 
training  to  find  emplt^ment  elsewhere. 

niose  farmers  who  are  not  <rf  retirement  age  and  are  without  adequate  Ineaae 
and  skills  to  become  employable  need  special  assistance  if  tJney  dtscontliise 
farming. 

l^e  Chamber  would  support  direct  one-time  cash  payments  to  help  rdocale 
these  farm  operators  and  workers  whose  farm  emirioyment  has  been  termluM. 
ThXa  assumes  that  they  cannot  And  employment  locally.  Jobs  are  available  else- 
where and  adequate  training  is  provided  for  such  ^nployment 

We  recommend  expansion  of  vocational-technical  education  to  provide  Job 
braining  and  employment  for  displaced  agricultural  worlcers.  CiMigreas,  and  tbe 
Administration  too,  should  conMder  the  feasibility  of  expanding  regional  voca- 
tional schools  with  programs  especially  designed  for  rural  adnlts.  Also,  catcfil 
consideration  should  be  given  to  the  amendments  to  tbe  Manpower  Act  to  pntfUe 
more  training  for  rural  workers  and  extension  oT  the  i^opoaed  JOBS  Bank  In 
rural  sreaa 

2.  Advanced  authorieaHon  and  appropriatlona  for  commodity  sfaKHsaHss 
profframt. — Congress  should  require  that  funds  for  payments  to  producen  tc 
reviewed  and  authorised  prior  to  obligation  through  tbe  apftroprlatlon  proefM 
This  will  enable  Congress  to  exercise  more  direct  ctmtrol  over  aivrapriatloiii  ftx 
the  commodity  price  support  programs.  Under  existing  aothority.  theae  progrtau 
aro  Qnanced  with  the  Commodity  Credit  Corporation's  Fund  wbi<A  Is  that  rHn- 
bursed  by  subsequent  appropriations  to  CCC.  l^ls  Is  "back-door"  mending  If 
the  money  for  these  programs  had  to  be  justified  through  the  usual  anntwriatloBt 
process.  Coutreee  and  the  public  would  be  better  able  to  Jostif^  and  control  tbnt 
expenditures. 
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3.  Loitg-term  land  «>e  a^iuttment. — The  CIiambOT  BUpporta  an  ^nwndlng  pro- 
'  gram  of  land  adjustment  to  help  divert  excess  cropland  (prindpally  feed  Kraina, 

wfaeat  and  cotton)  acreage  to  less  Intensive  non-crop  nsea.  We  believe  the  pro- 
gram  atianld  encourage  the  voiontar;  retirement  of  whole  farms,  lasting  adJoBt- 
■nents  In  land  ose  and  the  diversion  of  less  efficient  land  and  labor  resoorceB  to 
more  productive  alternatives. 

The  Secretary  of  Agricnltnre  should  be  given  dlscretionarr  authority  to  deter- 
mine the  amount  of  participation  In  any  one  area  and  to  permit  the  diversion 
of  cropland  to  less  intensive  uses  such  as  recreation,  grass  and  treee  wbere  appro- 
priate ;  or  to  commercial  uses  such  as  airports.  Industrial  parks,  etc.  This  program 
should  assist  producers  whose  farms  are  unproductive  and  whose  Incomes  sre 
inadequate  to  se^  better  sources  of  Income.  It  Is  also  s  more  effective  way  of 
separating  the  problems  of  commercial  fanners  and  those  of  the  marginal,  pert- 
tiote  farmers,  so  tbat  adjostmeuts  can  be  adapted  to  the  excess  of  cr<^>Iand  on 
tbe  otK  hand,  and  underemployment  on  the  other. 

The  Secretary  of  Agriculture  should  have  sufficient  authority  to  coordinate 
this  type  of  retirement  pn^ram  with  adjustments  In  the  price  sumwrt  programs. 

4.  TraiuitioiMl  program  to  graduaUy  adjutt  price  support  prooramt  at  a  meant 
of  achieving  crop  production  and  price  objectives. — Priority  during  the  transition 
program  should  be  given  to  those  crops  that  are  In  greatest  difficulty — feed 
grains,  wheat  and  cotton.  Price  sui^rt  loans  should  eventually  be  limited  to  a 
percentage  of  average  market  prices  for  recent  years.  This  should  serve  as  a  type 
tat  standby  assistance  to  prevent  drastic  price  declines  causing  diaastrons  market 
consequences. 

THE    ADKInlSTBATIOn'S    ORArT    PROPOSAL 

We  have  reviewed  the  provisions  of  the  legislative  draft  submitted  by  the 
Department  of  Agriculture  to  Congress  on  February  3,  1970.  We  support  the 
getteral  Intent  of  the  proposal  presented  by  Secretary  Hardin  as  a  conwnsos. 
It  contains  several  provlsionB  which.  If  enacted  and  wisely  administered,  shQuld 
improve  opportunities  for  agriculture  and  rural  America  with  lew  dependence 
on  the  Federal  Qovermnent 

The  key  provisions  which  merit  favorable  consideration  by  Congress  Include 
the  following: 

1.  Set  price  suiqmrt  loana  at  market-clearing  levels  for  feed  grains,  wheat 
and  cotton.  ' 

2.  Provide  more  flexibility  for  the  producers  of  these  commoditleB  to  plan 
for  individual  crt^iping  programs  through  a  new  set-aside  proposal  which  retains 
authority  to  limit  acreage  of  these  three  crops  for  1S71  and  1072  only. 

3.  Expand  long-term  land  retirement  through  several  ai^roedtes  to  aartst 
people  needing  to  retire  and  to  make  excess  cropland  available  for  needed 
alternatives  such  aa  recreation,  conservation,  airports,  etc. 

4.  Prohltdt  program  payments  without  advance  appropriations. 

However,  It  la  unfortunate  that  the  dnaft  bill  retains  the  outdated  "parity" 
formula  as  a  reference  point  In  establishing  the  level  of  price  support  loans 
and  payments.  The  loan  provisions  should  be  limited  to  a  form  of  credit  and 
emergency  protection  agalnat  severe  price  declines.  Hel&tlng  the  loans  to  a 
fonnola  based  on  a  percentage  of  average  market  prices  Is  a  more  meaningful 
way  to  set  loans  at  market  clearing  levels. 

As  the  adjustments  In  the  use  of  land  and  other  resources  in  rural  areas 
become  more  efficiently  distributed,  the  authority  to  limit  individual  farm 
output  by  way  of  the  set-aside  program  shonld  be  withdrawn  completdj. 

In  the  meantime,  consideration  should  also  be  given  to  adju9tm«tts  in  the 
rice  program  to  make  this  commodity  more  responsive  to  the  rapidly  changing 
market 

More  attention  needs  to  be  given  to  the  Impact  on  the  non-metropolitan  com- 
munities and  regions  to  Insure  the  development  of  these  area  for  the  greater 
good  of  our  national  economy — ttoth  agriculture  and  urban  development  Interests. 

BURAi.  couuuNrrr  and  beoional  developmbnt 

Adjustment  assistance  can  be  more  readily  administered  to  families  than 
to  Uie  small  business  communities  which  serve  these  changing  rural  areas.  The 
last  vestige  of  many  such  communities  Is  still  in  evidence  throughout  rural 
America.  They  represent  the  price  of  change.  The  decline  In  the  number  of 
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vnaU  towns  was  and  coatinuea  to  be  as  inerltable  as  the  contlniiQiu  decUne 
In  nnmber  and  Increase  In  slse  of  fanning  nnlta.  Whether  the  people  leaTe  or 
stay  in  these  conununltiea  depends  largely  on  the  availability  of  Joba  It  take* 
leadership  as  well  aa  the  necessary  i«sourcea  to  attract  new  buslneMea.  lUs 
will  require  more  attention  on  the  need  to  restmctnre  many  of  these  conunn- 
nlUea  if  fewer  but  more  Tlable  growth  centers  are  to  materialise. 

The  National  Qumber  is  moving  aggiesslTely  to  mobUlse  the  total  resoatves 
of  tbeee  c<Homnnltiea  We  encourage  tl>e  formation  of  reglmial  omniaBtions  to 
help  atimnlate  new  biutnees  activities  and  employment  In  theee  areas. 

In  addition  to  the  need  for  primary  reliance  on  voluntary  action,  a  nnmber 
of  existing  federal  programs  are  already  available  to  assist  in  the  devriopment 
of  ecoDomicBlIy  depressed  commnnltiea.  Among  them  are  the  programs  of  the 
Economic  EteTelopment  Administration,  Department  of  OtHnmerce ;  the  prc^rania 
of  the  Small  Buslnefls  Administration ;  and  the  programs  a!  the  Ofllce  of  Bco- 
niMnlC  Opportunity,  tor  more  8pe<^lised  asslatance. 

In  addition,  the  Dqtsrtments  of  Commerce,  HUD  and  Agricnltnre  pnvide 
assistance  for  comprehenslTe  planning  and  development  on  a  mnltl-coonty,  dla- 
trlct  or  regional  basis.  The  plans  developed  through  these  programs  can  be 
tailored  to  take  advantage  at  the  resource  potential  of  rural  areas.  They  an 
also  prerequisites  to  other  public  aa^staoce  programs  of  the  Federal  Oovemmeat. 

Additional  recommendations  whli^b  the  National  Chamber  belleres  would  be 
helpful  In  the  development  of  rural  areeB  sofferlng  from  the  Impact  <tf  stractniaJ 
adjnatments  In  agrlcoltiire  Include : 

— consolidated  reglMial  training  and  development  programs ; 
— appn^rlate  Incentives  for  sound  buslDees  Inveotments  In  manufactnriiv 
and  service  industries ; 

-^more  adequate  research  Information  on  factors  affecting  the  locaUiw 
of  population  and  Industry. 

The  National  Committee  on  Urban  Growth  Policy  has  recommended  fedent 
assistance  In  creating  new  communities  averaging  100,000  popnlatitni  eoeli. 
and  10  new  communities  of  at  least  one  million  populaUoa  each  to  meet  the  needi 
of  housing  100  million  new  Americans  during  the  next  30  years.  Where  sbonU 
these  cities  be  built?  What  types  of  indnstriea  would  they  attract?  Bow  will 
they  affect  commerdal  agriculture  and  the  availability  of  productive  ftirm  lud 
and  rural  communities'!  The  answers  to  these  and  many  more  qneatioiu  m 
needed.  Wise  research  and  planning  today  will  help  solve  problems  wUeh  in 
of  vital  Interest  to  both  the  rural  and  urt>an  leaders  of  the  conntry. 

A  further  substantial  reduction  In  the  farm  population  Is  In  proopect  icprt- 
less  of  what  program  Congress  ad<«>ts.  Pe<^e,  business  linn  and  service  iutl- 
tntlons  will  continue  to  face  substantial  adjustments  and  relocaUona  fn  rmi 
America.  Public  programs  can  ease  the  Impact  and  alter  the  rate  of  adjiil- 
ments  to  the  forces  of  new  science  and  technology ;  but  they  cannot  and  sliiidd 
not  attempt  to  circumveDt  or  reverse  these  forces. 

COITCLUSIOlt 

Qeared  ai^ropriately  to  the  transition  period,  the  Nattooai  Chamber^  iw 
ommendaUons  will  (1>  help  marginal  fanners  iMcome  more  producUvei  {i) 
enable  commercial  fanners  to  achieve  a  profitable  farming  structure  respw^ 
to  changing  technology  and  markets;  (8)  provide  an  eventual  terminaUoo  rf 
federal  outlays  directed  toward  supply  control;  (4)  product  regional  ■djn'' 
menta  In  land,  labor  and  physical  resources  which  are  more  consistent  vWi 
economic  growth ;  (6)  stimulate  the  development  of  rural  America  to  eonfl>- 
mrait  to  the  needs  of  a  sound  agricultural  economy  and  to  the  needs  of  U 
expanding  urban  America. 

We  must  somehow  convince  the  urban  majority  that  their  interests  In  i|ri' 
culture  go  far  beyond  the  cost  of  farm  programs  and  the  aamrance  o(  *" 
adequate  supply  of  food  at  reasonable  prices.  All  of  us  must  t>e  aware  tlwt: 
— there  ore  rural  roots  to  many  urban  problems ; 

— agriculture  has  a  key  role  In  the  competitive  strength  d  the  Untlts 
States  in  world  trade ; 

— the  problem  of  finding  a  place  for  the  next  hundred  million  pecplfl  t" 
live  and  work  and  play  will  involve  rural  America ; 

— the  future  demands  on  the  supplies  and  quality  of  land,  water,  and  tk 
air  we  breathe  will  be  staggering  and  will  fall  largely  on  mrol  Amerio- 
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We  liav«  little  cti<rice  but  to  come  up  with  a  more  acceptable  progrun  tot 
a^culture  or  risk  faitbet  eroeloa  of  urban  support  and  understanding  of  farm 
problems.  It  is,  therefore.  Imperative  that  we  look  beyond  past  programs  and 
policies  and  adjust  our  efforts  to  more  effectively  meet  today's  needs  and  those 
of  the  next  decade. 

SraTUiKirT   or    A.    E. 

In  connection  with  8.  2524,  the  General  Farm  Bill,  and  S.  3068,  the  Coalition 
Farm  BUI,  the  Vegetable  Qrowers  Assoclatl<Hi  of  America,  esUbllahed  in  190B 
and  representing  many  hnndreds  of  vegetable  producers  and  Affiliated  Associa- 
tlons  of  T^etable  Orowen,  wishes  to  make  known  to  the  Committee  that  It 
Btron^y  supports  many  of  the  aspects  of  the  Bills  mentioned. 

Vegetable  growers  have  never  received  nor  have  they  ever  asked  for  price 
support  for  tbelr  fresh  or  processed  vegetables.  The  Department  of  Agrlcnl- 
tnre.  however,  does  buy  fresh  and  pro<%ssed  vegetables  for  use  Id  their  scho<ri 
iDnch  programs  and  other  programs  for  supplying  the  nnderprlvUeged  and 
needy,  with  this  essential  food.  In  the  past  we  have  used  the  Department's 
Plentlfol  Foods  Program  In  order  to  promote  the  commodities  that  were  In  over- 
■npply  and  such  programs  have  proven  most  helpful  In  relieving  dlBtreaalng 
sorplnses  of  such  commodities  by  increasing  the  consumption  la  the  home  and 
In  pnblic  eating  places. 

The  Vegetable  Growers  Aasodatlon  of  America  strongly  snivorts  the  School 
Lnnch  Program,  the  Milk  Program,  the  Food  Stamp  Program,  and  the  Food  for 
Peace  Prt^ram.  We  support  these  programs,  along  with  S.  2G24  and  8.  3068,  in 
order  to  maintain  Incomes  for  the  wheat,  com,  soybean,  cotton  and  feed 
train  producers.  In  the  past  the  vegetable  and  potato  growera  tiave  suffered 
lerlons  monetary  losses  when  the  producers  of  the  aforementioned  grain  and 
cotton  commodities  reduced  their  acreage,  some  of  which  excess  acreage  was 
planted  to  green  vegetables  and  potatoes.  The  diversion  of  this  acreage  to  these 
uinual  perishable  crops  resulted  In  disastrous  reductions  In  income  to  the  pro- 
ducers of  green  vegetables  and  potatoes.  Therefore,  In  our  opinion,  these  pn>- 
granos  should  be  continued. 

Further,  we  wish  to  recommend  to  the  Committee  that  8.  146,  which  provides 
for  eQuitable  market  sharing  of  fresh  fruits  and  vegetables  Imported  from  other 
countries,  be  embodied  Into  any  general  farm  legislation  which  is  considered 
by  the  Congress,  as  well  as  8.  612.  which  provides  for  more  effective  regula- 
tions of  the  Importation  of  dairy  products. 

We  also  recommend  that  legislation  be  enacted  which  will  provide  fiir 
aathorizatlon  to  encourage  youngsters,  both  in  rural  and  urban  areas,  to  be 
taught  to  grow  crops  during  seasonal  production  periods.  This  would  enable 
sacl)  young  people  to  closely  observe  the  wonders  of  nature  and  to  learn  how 
crops  grow  from  small  seeda,  and  the  need  to  protect  such  crops  from  Insects 
and  disease  Infestetiona  It  would  further  teach  them  respect  for  property,  to 
be  self-reliant  and  productive  rather  than  destructive,  and  tt  would  create  a 
sense  of  pride  In  many  young  people  who  have  never  accomplished  anything  of 
their  own  origin.  In  this  connection  I  want  to  point  out  that  the  late  Mayor 
Fiorello  LaGunrdla,  who  as  a  member  of  the  Appropriations  Committee  of  the 
House  of  Representatives,  was  the  foremost  spokesman  for  Increased  agricul- 
tural appropriations  In  that  be  said  repeatedly  he  wanted  to  provide  his  con- 
stituents with  a  plentiful  supnly  of  not  onl.v  fopd — but  high  oualtty  food. 

I  want  to  thank  the  Committee  for  permitting  us  to  present  this  testimony  and 
we  trust  that  our  views  will  be  given  due  consideration. 

Thank  yon. 

Ghairman  Allbn  J.  BusHOBa, 

Senate    Committee    on    Agriculture    and    Foreitry,    Senate    Offlee    BuOUme, 
Wa»hington.  D.C. 

Dbar  Chairman  FjLleitder  :  In  answer  to  a  letter  I  received  from  Senatfw 
Len  B.  Jordan,  I  a,m  submitting  to  you  the  enclosed  Summary  of  Uie  Agricultural 
Adjtisbneiit  Act  of  1960,  for  your  information. 

T  would  like  to  submit  this  statement  for  the  hearing  on  the  Farm  Bill,  and 
the  Senate  public  bearings  which  b^n  February  I8tb.  I  would  be  willing  to 
aiH>ear  as  a  witness  before  the  Comnnltte  if  you  would  like,  and  am  respectfully 
sobodttlng  the  enclosed  statemeDt 
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I  know  the  Fann  Bill  Is  a  verr  important  idece  ot  leglalatlon,  and  It  I  can  bt 
of  any  aMlstance,  I  will  be  hapi^  to, 
Tbank  ;ou  kindly  (or  your  consideration  ot  tbls  summary. 
Tours  truly, 

Stanton  U.  Hawxu. 

SuMMAftT  OF  AQBiccLTuau.  Adjustuent  Act  or  IdW 


(1)  Hie  S-year  program  would  begin  January  1,  1971  and  run  tbroo^  De- 
cember 31,  1975.  It  would  amend  the  Food  and  Agriculture  Act  ot  1965.  Tbt 
program  would  provide  for  a  5-;ear  transitional  period  during  which  wamtt 
controls,  base  acreages,  marketing  quotaa,  processing  taxes  and  direct  paymnli 
for  wheat,  feed  grains,  and  cotton  would  be  phased  out 

(2)  IJmlt  the  total  funds  that  may  be  spent  on  all  direct  paymuits  foe  wbM, 
fee^  grains,  and  cotton  under  the  Food  and  Agriculture  Act  of  1Q6B  to  80  pvrBHit 
of  the  amount  spent  on  1969  cmpa  In  1971,  60  percent  in  1972,  40  pemot  U 
1973,  and  3>  pnvent  In  1974. 

(8)  Beduce  the  cost  of  wheat  certiflcatefl  to  processorB  to  80  percent  of  Oc 
1069  lerel  in  1971,  60  percent  in  19T2,  40  percent  In  1973,  aod  20  percent  in  1071 

(4)  Effective  with  1975  crops,  discontinue  all  acreage  allotments,  tue 
acreages,  marketing  quotas,  processing  taxes  and  direct  payments  (annual  lud 
dirersitui.  compensatory,  and  certificate)   for  wheat,  feed  grains,  and  cottsn. 

(5)  Continue  the  cropland  adjustment  provisions  of  the  Act  of  106S  Tttt 


A.  To  require  that  programs  be  operated  on  a  competltlTe  Ud  Itrii 
with  emphasis  on  whole  farms,  and 

B.  To  direct  the  Secretary  of  Agriculture  to  retire  at  least  10  mllUa 
acres  per  year  tn  1971,  1972,  1978,  1974.  and  1976. 

The  Secretary  would  announce  In  advance  the  maximum  acreage  to  be  ex- 
tracted for  each  year.  If  accepted  bids  do  not  exhaust  tbls  acreagei  Ulbtf  UdM 
could  be  offered  the  opportnnlty  to  negotiate  contracts  at  tlie  accepted  bU  tereL 

(6)  Provide  that  loan  rates  tor  wheat,  feed  gralus,  cotton  and  soybeau,  M 
be  set  at  not  more  than  85  percent  of  the  previona  tbree-year-averags  griea 
beginning  with  the  1971  crop  year. 

(7)  Prohibit  the  sale  of  CCC  stocks  at  less  than  ISO  percent  of  tlie  comBt 
loan  rate  plus  carrying  charges,  except  when  sales  are  crflset  by  equinlod 
purchases  In  the  open  market 

(8)  In  addition  to  and  conditional  on  the  adoption  of  Items  2,  8,  4,  5:  An- 
thorlie  the  Secretary  of  Agriculture  to  offer  a  f^)eclal  transitional  pngnun  1» 
1971,  19T2,  1973,  1974,  and  1976,  which  would  be  <ven  to  any  brmer  who  bii 
had  average  gross  annual  sales  of  farin  products  of  not  more  than  VUXH  u^ 
off-farm  income  of  not  more  than  $2,000  per  year  for  husband  and  wife  fM 
the  Immediately  preceding  three  years.  Buch  farmers  would  be  eligitde  to  reedt 
one  or  more  of  the  following : 

A.  Oompensation  for  acreage  allotments  and  base  acreages  snrreudoN 
to  the  Secretary  for  permanent  cancellation.  (This  would  at^  to  iQ 
commodities  having  acreage  allotments  or  base  acreages.  Sudi  compenatli*i 
would  be  In  addition  to  land  retirement  payments  under  the  crefUi^ 
adjustment  program. ) 

B.  Retraining  grants  of  not  to  exceed  $1,000. 

C.  Adjustment  aasistance  of  not  to  exceed  {2.500  per  year  for  two  JtV^ 

D.  Loans  under  existing  credit  programs  to  further  facilitate  the  tnas- 
tlon  of  eligible  farmers  to  more  gainful  employment. 

(9)  Authorize  the  appropriations  of  such  funds  as  may  be  necessary  to  AnT 
out  Hie  programs  enumerated  In  this  bill. 

Orangetilix,  Idaho,  Febrwarv  S,  ItPt- 
Cbalrman  Allen  J.  Ellendeb, 
Senate    Committee    on    AgriouUurc    and    Forettry,    Senate    Office    BuOiM- 

Waihington,  B.C. 
Attentlmi:  Senate  CommlAeeoDAgrtcaltare  and  Forestry. 

Deax  Ohaibman  Ellendeb  ;  I  would  like  to  submit  a  statement  for  the  p^ 
bearings  on  tlie  new  farm  blU. 
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[  fsrm  ffiO  acrm  In  Idabo  on  which  la  gr<Twn  mostly  wheat,  barler  and 
strlan  peas.  In  my  oplnlMi  agrlcultare,  as  any  other  healtli7  bruInesB  Bboold 
opM^ted  on  a  sapply  and  demand  basis.  I  personally  would  Bnd  It  very  dlfll- 
t  to  operate  If  the  wheat  subsidy  payments  were  abmptly  dlsconUnned. 
■we»er.  In  the  best  Interests  of  sgricvlture  in  the  fntnre  the  erentmil  ^Imlna- 
a  of  the  present  vlieat  certiDcate  payments  by  a  gradnal  idtase-out  should 
olmlie  tbe  ecooomlc  Impact  oa  the  fndlTldnal  tanner.  With  the  present  sorplns 
d  resoltli^  low  prices  <m  Caroi  commodities  some  type  cf  land  retirement  seema 
•vltable.  I  beHeve  that  this  along  with  the  gndnal  withdrawal  of  government 
IVorti  wonld  allow  a  snptd)'  and  demand  adJnstmMit.  I  wonld  like  to  enicoarage 
1  to  study  and  consider  the  Farm  Bureau's  Ideas  for  a  new  farm  program. 
ete  program  offera  the  best  solution  to  our  problems  In  this  area  of  the  Pacific 


ROITAU)  C.   Fbb. 

Rebolutton 
bject :  Coalition  farm  bill. 

Whereas  nnwarranted  high  interest  rates,  constantly  diminishing  prices  for 
et  agricultural  commodities  and  a  gradual  weakening  of  rural  support  and 
engtii  In  the  Congress  has  resulted  In  a  continual  exodus  of  farm  famlllee  from 
:aX  America,  and 

Vbeteas  the  leadership  of  approximately  30  farm,  agricultural  and  com- 
dity  gronps  have  Joined  together  In  support  of  Federal  legislation  to  strengthen 
Ment  agricultural  programs  for  the  purpose  of  Increasing  farm  Income,  and 
ffliereaa  the  future  economic  growth,  stability  and  national  security  Is  totally 
iMident  upon  the  eccmomic  health  and  stability  of  the  fanning  Industry: 
erefore,  be  It 

9etolv€d,  That  Sheyenne  Valley  Electric  Cooperative,  Inc.,  firmly  Joins  wltb 
I  Nortti  Dakota  Farm  Burean,  the  North  Dakota  Farmers  Unicm,  the  North 
kota  National  Farmers  Organisation,  and  the  Greater  North  Dakota  Associa- 
n  In  supporting  the  enactment  at  legislation  known  as  the  "CoalitI<»i  Farm 
a" :  and  be  It  further 

Reaotved,  That  a  concerted  effort  be  made  to  provide  a  program  of  low  Inccme 
DBing  tor  the  pnrpoae  of  improring  rural  sodal  standards  and  Incorporate  sudi 
>roTlBlou  in  the  "Coalldon  Farm  Legislation." 
Respectfully  sntmltted, 

Shetenne    Valley    Elbctuo    CooraKiTirx,    lira 

LoBEN  RtcHABM,  Pfetident. 


HcVnxK,  N.  Dak.,  Febmarv  £7, 1970. 
ML  Senator  Utltoit  Touko, 
iMte  Office  BviUinif, 
aiMngton,  B.C. 

Deax  Sehatob  Tonno:  At  the  regular  meeting  <tf  the  UcTille  Cranmerclal 
nb  held  Feb.  24,  1970,  at  the  UcTllle  City  Auditorium,  with  President  Dale 
istegard  preMdlng,  the  following  reeidutlon  waa  adopted : 

Be  it  resolved  by  the  McVille  Commercial  Club,  that  It  Join  the  various  farm 
ganlsatlcms  In  sn^wrtlng  the  enactment  of  legl^tlOB  known  as  the  "GoaUtlcHi 
irm  Bill." 

H.  J.  Orooaas  offered  the  above  resolution  and  moved  Its  ad<4>tlon.  Said  mo- 
m  was  seconded  by  Victor  Relten.  nie  resolntlon  was  aK>roved  by  a  v<rice  vote 
id  declared  by  tbe  president  to  have  been  duly  passed  and  adopted. 
Respectfully, 

Qsauj)  STUTBin), 

Secretary,  McTUle  Commemial  Olub. 

^pital  are  ever 

taoLnnoN  Drawn  up  and  Unaniuouslt  Approved  bt  the  North  Dakota 
Farmer  Elected  CouMrrTBBtiBia's  Association  Annual  Convention  Held  in 
BisUABCK,  N.  Dak.,  oh  January  9.  1970 
1.  Whereas  farm  Income  Is  constantly  declining ;  and 
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Whereas  rarplnees  are  etIU  a  major  problem ;  and 

WliKeaB  the  preseut  farm  program  expires  with  the  1B7D  crop  rear:  Be  It; 
therefore 

Reiotved,  That  In  view  of  the  aboye  problems  confronting  Agriculture,  we  aii;«ii 
th«  enactment  of  the  proposed  Coalition  Farm  BUI  early  In  thia  sraalon  of  thj^ 
Congress ;  be  It  further 

Retolved,  That  a  provision  for  the  makloK  of  advance  certificate  aitd  prograEx^ 
diversion  payments  be  included  in  this  bill. 

2.  In  view  of  the  tightest  money  and  the  highest  Interest  rates  in  a  ceuUiijr, 
we  ask  the  Administration  to  reconsider  and  make  advance  dlverdim  vajvuato^ 
this  year  as  In  times  pasL 

S.  We  ask  that  Rye  be  Included  in  the  reseal  program. 

4.  We  ask  the  Department  of  Agriculture  to  retnm  to  the  old  method  of    _ 
log  eligibility  for  FSF  Loans,  taking  two  years  ot  prodoctiw  as  a  buU  Ci  _ 
eligibility. 

5.  We  oppose  any  weakening  of  the  committee  system  either  by  sererelr  Um^j. 
Ing  the  time  a  committee  can  put  in  or  by  limiting  its  authority. 

9.  We  urge  that  Community  Committeemen  be  elected  tor  8  years,  oo  a  sl^t^ 
gered  term  basis,  and  that  the  limitation  ot  3  terms  ot  Coun^  dMnmitteemoL  Im 
eliminated. 

T.  We  urge  continued  Federal  appnqtrlatlons  for  the  purpose  of  BtablUxlng  tfa 
banks  of  the  Mlssonii  River  between  the  Garrison  Reservtrir  and  the  Oahe  l>ma 
and  that  a  copy  of  this  Resolution  be  sent  to  our  Congressional  D^eg&ti(«  mm 
the  Corps  of  Engineers. 

8.  We  request  the  elimination  of  the  75  percent  planting  provision  which  Is  nor 
pert  of  the  wheat  allotment 

9.  We  oppose  the  trend  toward  ever  increasing  interest  rates  and  urge  ttc 
Admlnlstratiou  to  take  measures  to  reduce  the  cost  of  money, 

10.  Whereas  there  has  been  a  coc^terative  effort  between  22  farm  organlnUou 
to  sponsor  the  Coalition  bill.  Therefore  be  It  resolved  that  this  organlsatton  be 
urged  to  continue  to  work  with  the  other  farm  organisations  In  an  attempt  to 
resolve  the  dUTerencea  so  that  we  may  speak  to  Washington  with  (me  voke. 

11.  We  are  In  favor  of  limitation  of  payments. 

No  Resolution  Committee  could  consider  Its  work  done  without  opwaslnill* 
thanks  to  the  host  counties  of  Burleigh  and  Morton  for  their  thougbtfid  diort* 
on  behalf  of  our  visit  to  Bismarck. 

Further,  we  also  extend  a  hearty  thank  you  to  National  President,  Bay  W, 
for  his  presence  and  also  his  words  of  wisdom. 

We  are  also  greatly  honored  with  the  appearance  of  Senator  Burdick  and  On- 
gressman  Klem>e,  and  Governor  Guy  at  the  noon  laneheon,  and  are  deeidy  (nte- 
fnl  to  them  for  taking  time  to  be  with  us  today. 

To  all  the  officers  and  persons  who  had  a  part  In  making  this  ctmventlaii  H 
successful,  we  extend  a  heartfelt  thank  you. 

Toirr  Tavib,  Ohatrwm- 
johi*  eool. 
Gesald  Obkkg. 
AUIEBT  Madbeit. 

Battle  View,  N.  Euc- 
Dhab  Senator  Yotmo :  I  am  writing  you  in  behalf  of  the  Battle  View  ■ntoW" 
Local,  encouraging  yon  to  support  the  Ooalltlon  Farm  Bill. 
We  believe  we  must  have  some  form  of  FaTm  Bill. 

In  the  past  4  years  the  amount  of  innd  we  can  seed  tnto  wheat  has  balM- 
And  where  Is  the  price  where  it  was  several  years  aga  How  are  we  as  yMBV 
farmers  KOlng  to  make  It.  unless  aomettitng  Is  done. 

Now  25  farm  and  commodity  organizations  are  sunporttng  the  Coalition  BOl 
Show  OS  that  you  are  thinking  of  the  Young  North  Dakota  farmers  br  nP' 
porting  the  bill.  Well  be  watching. 
Sincerely  yours, 

Hrs.  DuAifE  TITUS' 
Seontarti,  Battle  View  ThortonLacA 
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Lioitm,  N.  Dak., 
Jmwary  S9,  1970. 
Dku  Sehatob  MiLTOn  Touno :  Inclosed  Ib  a  resolution  of  tbe  Bnrke  Countr 
Taniien  Union  Board  regarding  the  Coalition  Fann  BilL 

Resoldtion 

Whereas,  the  relatlouHhlp  of  farm  commodltr  prices  in  comparison  to  cost 
of  land,  machinery,  taxes,  and  latKir  U  the  worst  it  has  ever  been. 

Therefore,  ne  nrge  yonr  afflnnatlTe  vote  for  the  CoalitltHi  Farm  Bills. 

Not  becaase  it  will  solve  many  of  aKrlculture's  major  problems  but  t)ecaase 
It  mlgbt  bur  time  In  which  to  arrive  at  and  enact  the  moves  tor  leoliElng  leglBla- 
tiofi  which  Is  neceesaiT  If  the  family  farm  as  we  know  it  la  to  remain  a  vital 
part  of  society. 

Thank  yon. 

BUBKE  OODHTY  FABUnS  DfllOtl  BOABO, 

Urs.  Bbdebt  D.  Essan,  Secretary. 
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AGRICULTURAL  ACT  OF  1970 


mUSAT,  KABCn  23,  1970 

U.S.  Senate, 
Committee  on  Agricultube  and  FoKBfnxr, 

Washington,  D.G. 

Vb»  conunittee  met,  pursuant  to  recees,  at  10:10  &.m.,  in  room  S24, 
3Id  Senate  Office  Building,  Hon.  Allen  J.  Ellender  (chairman) 
)re8iding. 

Preamt:  Senators  Ellender  (presiding),  Holland,  Talmadge, 
Tordon  of  North  Carolina,  Aiken,  Young  of  North  Dakota,  Miller, 
Turtis,  Dole,  and  Bellmon. 

T^Le  Chairman.  The  committee  will  pleaae  come  to  order. 

Several  weeks  ago  this  committee  decided  to  hold  hearings  <m  the 
arm  problem.  We  started  out  by  listening  to  outside  witnrases.  The 
Secretary  of  Agriculture  was  advised  that  as  soon  as  we  got  throu^ 
tearing  outside  witneeses  that  we  would  expect  him  to  analyze  th«r 
BStimony.  Then  he  would  come  in  and  give  us  his  views,  eithw 
onunentang  on  the  evidence  that  was  produced  by  the  outside  wit- 
lesses,  or  giving  testimony  of  his  own. 

I  regret  that  this  committee  is  so  ungJamorous.  Uaually  when  a 
f  ember  of  the  Cabinet  appears  before  a  committee  tlie  hearing  place 
s  filled  with  photographers  and  even  television. 

Mr.  Secretary,  I  regret  that  you  are  coming  before  a  committee  that 
3  very,  very  unglamorous.  it  is  a  hard-working  committee.  And 
laually  we  are  bedamned  if  we  do  and  bedamned  if  we  don't  So  I 
lope  you  understand.  And  I  kind  of  sympat^ze  with  you,  to  be  frank, 
or  being  Secretary  of  Agriculture  and  not  having  your  picture  in 
!he  paper  on  such  an  important  matter  as  agriculture,  which  in  my 
Mxdc  is  realty  and  truly  most  important. 

Without  a  good  agriculture  the  economy  would  just  go  to  pot,  as 
70U  know. 

ITATEXEirr    OF  HON.    CUFFOKD  H.    HABSIH,    SECBETAAT   OF 
AOBICULTUKE 

Secretary  Hardin.  As  a  matter  of  fact,  Mr.  Qiairman,  far  f«an 
'eeling  sorry  for  myself,  I  consider  it  a  real  privilege  to  be  able 
o  be  here  and  discuss  agriculture  with  your  distinguished  committee. 

The  Chairman.  Without  fanfare. 

Secretary  Hardin.  Either  way. 

Senator  Holland.  Mr.  Chairmaji,  as  far  as  I  am  concerned  I  have 

10  sympathy  for  the  Secretary  and  no  sympathy  for  the  committee. 

7e  are  doing  a  job  on  behalf  of  the  country  in  one  of  the  most  vital 
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fields  that  the  country  has  to  face ;  that  is,  its  food  and  fiber,  an4 
looking  to  the  protection  of  an  industry  which  means  more  to  th^ 
country  than  any  other  group,  unless  we  count  the  defense  group. 
And  I  know  tlw  Secretary  feels  it  is  an  honor  to  repreemt  that  gronp^ 

Secretary  Hardin.  I  do. 

SeuEktor  Holland.  Certainly  I  as  a  member  of  the  committee  feel 
that  that  is  an  honor.  I  cannot  control  the  publicity  media,  and  I  am 
not  sorry  that  I  cannot.  But  I  think  we  are  doing  something  that  has 
to  do  with  the  backbone  strength  of  this  M'atJon. 

Secretary  Habdin.  That  is  my  feeling. 

Senator  Holland.  And  I  am  sure  the  Secretary  feels  the  same  way, 

Secretairy  Hardin.  I  do  indeed. 

The  Cbaibhan.  That  is  my  feeling.  I  have  been  on  this  committee 
ever  since  I  have  been  in  the  Senate ;  since  Jtuiuray  1937.  And  when  I 
first  came  here  it  was  a  very,  very  popular  committee,  more  popnlar 
than  Foredgn  Relations,  more  popular  than  Judiciary.  But  in  tiie  lut 
two  Cmgreffies  we  had  to  actually  decrease  the  number  of  memben 
in  order  to  get  enough  members  to  serve.  We  had  as  many  as  17  mem- 
bers at  one  tim& 

And  then  in  the  last  August,  that  is,  the  90th  CwigresB,  we  reduced 
it  to  16  mraobers.  And  in  this  Oongress  we  had  to  go  down  to  13 
members. 

But  as  I  say,  in  my  bo(dt  it  is  the  most  important  committee  tm  Hub 
Hill.  Because  I  do  not  know  what  would  happen  to  this  coontiy  if 
we  did  not  have  an  abundance  of  food  and  fiber. 

Secretary  Hardin.  We  literally  touch  the  life  of  all  800  miDioi 
people  in  one  manner  or  another. 

The  Chairhan.  All  right,  Mr,  Secretary,  I  notice  you  have  a  jn- 
pared  statement.  If  you  desire  to  read  it  throughout  without  intermp- 
flion,  you  may  do  so,  or  if  you  consent  to  be  interrupted — I  will  le»Te 
it  with  you. 

SecrWtary  Hardin,  Mr,  Chairman,  I  have  no  objection  at  all  to  being 
interrupted  as  we  go  along,  if  that  is  your  demre. 

llie  Chairman.  It  is  left  to  you,  as  I  said. 

Secretary  Hardin.  No  ;  I  think  you  should  feel  privileged  to  brwk  in 
at  any  time. 

The  Chairman.  All  right,  if  you  do  not  mdnd  bedng  interrupted  ti 
we  go  aXong. 

Searetary  Hardin.  Xot  at  all. 

Let  me  comment,  Mr.  Chairman,  that  the  tables  you  requested, 
showing  a  comparison  of  the  various  proposals  that  have  been  placed 
before  the  committee,  are  avaalable  to  you.  These  are  compariaona  of 
the  pn^aans  for  wheat  and  feed  grains,  upland  cotton,  and  spedil 
ones  for  wheat,  feed  grains,  and  cotton  that  go  into'more  details,  almg 
with  sfHne  of  the  other  crops,  Jongtime  land  adjustment,  and  so  foitlL 

The  Chairman.  We  will  file  them  in  the  record  at  this  point. 
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Secn^ry  Hardin.  We  have  tried  to  make  a  very  objective  analjvs 
of  the  provisions  of  the  various  proposals  for  reference.  I  think  that 
is  what  vou  wanted. 

The  Chairman.  Yes. 

Secretary  Hardin.  I  have  permitted  myself  a  bit  of  editorial  com- 
ment in  the  statement  that  I  would  like  to  deliver  now. 

The  Chairman.  You  may  proceed. 

Secretary  Hardin.  Mr.  Chairman  and  memben  of  the  conunittee; 

I  do  appreciate  very  much  this  opportunity  to  appear  before  yon, 
to  outline  the  need  for  farm  le^lation  as  we  see  it. 

Our  agricultural  production  capacity  is  in  excess  of  available  outkte 
at  home  and  abroad.  In  1969  we  harvested  crops  from  294  milliffli 
acres  and  paid  for  nonproduction  on  58  million  acres.  While  then 
was  some  slippage  in  the  program  and  while  the  acres  ntired  were 
less  productive  on  the  average  than  the  acres  that  were  in  crops,  it  is 
clear  that  at  present  prices  our  productive  capacity  considerably  ex- 
ceeds available  markets. 

Our  productive  capacity  continues  to  grow,  as  do  the  deminds 
upon  us.  Our  analysts  foresee  no  time  in  the  early  future  when  the 
gap  between  our  capacity  and  our  food  requirement  is  likely  to  disap- 
pear— unless  farm  prices  drop  sharply  from  present  levels.  Some  kind 
of  program  is  required  if  we  are  to  avoid  being  inundated  by  a  flood 
of  crops  and  livestock. 

You  have  heard  testimony  from  many  people  and  many  organiza- 
tions as  to  how  this  problem  should  be  met.  Mr.  Chairman,  you  asked 
that  we  prepare  a  chart  comparing  the  various  proposals  mat  I  men- 
tioned earlier. 

We  have  prepared  such  a  chart.  In  fact,  there  are  two  of  them,  aot 
in  considerable  detail  and  one  in  summary  form.  They  are  appended 
to  m^  testimony.  I  shall  first  comment  on  these  proposals  in  nHTttin 
fa^on.  Then  we  can  examine  the  charts  and  hear  your  questions. 

The  Agricultural  Act  of  1965,  as  extended,  expires  after  the  1970 
crop.  Thus  the  present  year,  1970,  is  a  critical  one  from  a  l^nslatiTe 
standpoint.  Seven  alternative  courses  of  action  have  been  placwt  befoit 
TOO,  some  of  them  serious  contenders  and  others  of  limited  appeeL 
These  I  shall  now  outline. 

1.  DO  NOTHING 

The  first  option  open  to  you  is  to  do  nothing. 

If  the  act  of  1965  were  simply  allowed  to  eicpire,  we  would  not  bll 
into  a  le^slative  void.  We  would  go  back  to  the  basic  farm  legblatioB, 
some  of  it  written  as  late  as  1962,  some  of  it  much  earlier.  With  agri- 
cultural legislation  now  so  difficult  to  pass,  there  will  be  at  least  some 
inclination  to  fall  back  on  the  existing  law. 

What  are  the  provisions  of  the  laws  to  which  we  would  revert  if  the 
act  of  1965  were  simply  allowed  to  expire?  Unfortunately,  the  fall- 
back laws  are  unappealing.  They  were  written  for  a  different  day.  For 
wheat  we  would  have  to  proclaim  a  marketing  quota  subject  to  a  pro- 
ducer referendum. 

Unless  legislation  is  passed  by  April  15  of  this  year,  we  shall  hftvt 
to  proclaim  a  marketing  quota  with  a  referendum  to  be  held  befon 
August  1.  For  feed  grains  there  would  be  no  diversion  program; 
for  com  then  would  be  a  loan  level  at  50  percent  of  parity  (arotmd 
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90  cents  per  bushel  for  the  1971  crop),  for  which  all  com  would  be 
eligible,  setting  the  stage  for  excess  production  and  a  large  takeover 
by  the  Conmioaity  Credit  Corporation. 

For  cotton  we  would  go  back  to  a  high  loan  level  (65  percent  of 
parity),  over  31  cents  a  pound  for  the  1971  crop.  While  this  might 
nave  short-run  appeal  to  cotton  growers,  it  would  have  long-run  ad- 
verse consequences.  It  would  discourage  domestic  use,  run  much  of  the 
<TOf)  into  the  CCC,  and  make  every  export  sale  a  matter  of  foreign 
policy  since  a  subsidy  of  about  12  cents  per  pound  would  be  required 
on  all  shipments. 

The  present  wool  program,  authorizing  direct  payments,  would 
expire;  price  support  would  come  through  loans  and  purchases  dis- 
cretionary with  the  Secretary  at  not  more  than  90  percent  of  parity. 
Price  support  near  present  levels  would  sharply  raise  the  price  of 
wool  and  would  have  an  adverse  effect  on  wool  consumption. 

If  no  new  le^slation  is  enacted,  the  authority  for  class  I  milk  bases 
would  expire.  The  cropland  adjustment  program,  including  the  re- 
lated Greenspan  and  public  access  programs,  woidd  likewise  expire. 

We  estimate  that  if  there  is  no  new  legislation,  feed  grain  produc- 
tion would  outrun  use  by  20  to  40  million  tons — that  is  betweoi  700 
million  and  1.4  billion  bushels  in  com  equivalent,  to  get  it  in  a  frame 
of  reference  which  you  all  understand  better — virtually  all  of  which 
would  wind  up  in  CCC  hands. 

Cotton  production  might  exceed  use  by  as  much  as  6  million  bales, 
which  also  would  come  into  CCC  inventory.  If  wheat  quotas  woto 
approved,  the  canrover  would  probably  decline  slightly;  if  they 
were  rejected,  production  might  outrun  use  by  200  to  300  millicm 
bushels. 

May  I  just  say,  these  are  our  best  guesses.  A  great  muiy  people 
have  had  a  hand  in  making  these  estimates.  Th^  are  not  infallible, 
bat  are  an  informed  estimate  of  what  would  happen. 

We  estimated  some  time  ago  that  during  the  first  year  of  the  return 
to  basic  le^slation,  net  farm  income  might  fall  by  ^00  million  below 
the  level  of  the  present  program  if  wheat  quotas  were  approved,  and 
by  $1.3  billion  if  they  were  rejected.  Becent  review  indicates  that  the 
decline  would  probably  be  greater  than  that. 

In  the  second  and  third  years,  as  livestock  production  increased 
and  nrices  of  meat  animals  fell,  income  losses  would  be  still  greater. 

While  Government  costs  would  at  first  decline,  they  would  later  in- 
crease through  rising  handling  and  storage  costs  and  through  export 
subsidies  for  wheat  and  cotton. 

You  will  readily  see  that  failure  to  act  would  not  be  a  satisfactory 
solution  to  our  farm  problems. 

2.   EXTEND  THE   PRESENT  ACT 

A  possibility  with  strong  appeal  to  many  people  is  simply  to  extend 
the  act  of  1965.  The  act  is  familiar;  we  have  been  operating  under  it 
for  4  years. 

The  present  act,  with  payment  levels  for  wheat,  cotton,  and  wool 
based  on  parity,  has  built-in  cost  escalation.  Payments  to  farmers 
under  these  three  programs  will  total  about  $130  million  more  in  1970 
than  in  1969.  Further  increases  appear  inevitable  if  the  act  is  extended. 
We  in  the  Department  do  not  favor  an  extension. 
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3,   PHABB  OUT  THi:   ACT 

The  Farm  Bureau  has  a  proposal  that  would  phase  out  present  farm 
le^slation  over  a  5-jear  period  and  replace  it  with  a  long-ranm  land- 
retirement  program,  coupled  with  job  retraining  for  boxM-in  nimerB. 

We  have  become  heavily  dependent  on  these  programs.  I  do  not 
tihink  we  can  disengage  in  5  years  from  a  dependence  that  has  been 
bniit  up  during  a  third  of  a  centu^. 

I  am  simply  saying  here  what  I  have  said  on  many  occasions.  With 
farm  payments  near  the  levels  that  we  now  have  them,  they  are  built 
into  land  prices,  mortgage  structures,  local  tax  structures,  and  family 
plans.  Unless  there  can  l^  some  kind  of  guarantee  that  theee  p&ymente 
will  he  offset  by  increased  income  from  the  market,  we  think  Uiat  to 
reduce  them  would  seriously  duuoralize  farm  communities  across  the 
country. 

Ixmg-range  land  retirement,  a  prominwit  feature  of  the  Farm  Bu- 
reau proposal,  has  strmg  economic  appeal.  It  makes  much  seon  to 
achieve  a  basic  change  in  the  use  of  our  land  resources;  away  from 
cropland,  of  which  we  have  too  much,  toward  those  needs  that  are 
growing,  such  as  recreation,  urban  uses,  forest,  wildlife,  watershed 
protection,  and  conservation.  So  far  the  Congress  has  shown  little 
mtereet  in  large  scale  programs  of  this  type. 

Early  in  1969,  Mr.  Chairman,  you  asked  us  for  an  appraisal  of  long- 
range  large-scale  general  land  retirement  programs.  We  repluia 
that  these  have  considerable  merit  but  that  they  cannot  quickly  replaoe 
the  annual  programs.  We  continue  of  that  opinion.  We  developed  a 
general  land  retirement  proposal  and  laid  it  before  the  House  Com- 
mittee  on  Agriculture,  where  it  appears  to  have  generated  only  limited 
interest. 

The  adoption  of  a  long-range  land  retirement  program  seems  too 
uncertain  a  prospect  on  miich  to  base  a  5-year  phaseout  of  commodity 
programs. 

I^  me  add  parenthetically  here,  Mr.  Chairman,  that  we  remUB 
interested  in  long  term  land  retirement  which  in  the  long  ran  would 
be  economical. 

Senator  Holland.  Mr.  Chairmut 

The  Chairman.  Senator  Holland. 

Senator  Holland.  I  am  interested  in  what  you  say,  Mr.  Secnton, 
about  your  recommendations  to  the  committee  and  the  other  body.  We 
have  for  the  last  3  years  in  the  Subcommittee  on  Appropriations  that 
handles  agriculture  matters  endeavored  to  get  a  continuance,  an  eztco- 
sion  of  the  cropland  adjustment  program,  whidi  is  of  course  long- 
range  retirement.  And  it  has  been  stated  to  us  by  your  Departmoit  u 
being  much  cheaper  retirement  than  the  annual  crop  diversion  pio- 
grsms  under  the  1965  act.  That  is  correct,  is  it  not? 

Secretary  Hardin.  That  is  correct. 

Senator  Holland.  We  found  an  unyielding  attitude  on  the  part  of 
the  subcommittee  in  the  other  end  of  the  Capitol,  and  later  in  tiie  cod- 
ference  committees,  to  following  that  course.  When  you  appeared  be- 
fore the  Legislative  Committee  of  the  other  body  I  note  yon  say  thtt 
your  proposal  for  a  general  land  retirement  program,  which  I  presume 
IB  a  long-range  retirement  program,  mrt  wiui  waat  you  call  'VKily  lim- 
ited intereet," 
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I  wonder  if  tou  would  expand  upon  that  so  that  we  may  understand 
better,  first,  wna4;  the  attitude  oi  the  House  may  be,  and  second,  what 
the  reasons  are  so  far  as  you  can  appraise  thetn  for  that  attitude. 

SecretaiT  Hardin.  I  am  not  sure  that  I  can  help  as  much  as  I  would 
like  with  this,  Senator  Holland.  Let  me  say  that  there  is  interest  in  the 
pilot  programs  that  we  proposed.  I  think  I  am  correct  in  saying  the 
House  feds  that  we  should  move  slowly  and  cautiously. 

Such  things  as  these  have  been  mentioned,  and  they  should  be.  There 
may  be  a  drastic  effect  in  some  areas  on  small  communities  if  a  signiS- 
cant  amount  of  land  is  retired  without  an  alternative  use.  Alternately 
there  has  been  concern  expressed  that  if  some  of  this  was  used  as  live- 
stock pasture  it  could  adversely  affect  the  cattle  industry.  This  can  be 
guarded  ag^st. 

Senator  Holland.  Cropland  adjustment  does  not  have  Uie  fear 
attached  to  it,  does  it  ? 

Secretary  Hardin.  I  do  not  believe  it  would,  certainly  not  on  the 
scale  on  which  it  has  been  contemplated  in  the  past.  The  retirem«it  of 
whole  farms  does. 

Of  course,  there  is  a  way  this  could  be  corrected  or  prevented.  At  the 
time  that  title  or  control  was  taken  by  the  Government  you  could  make 

gayments  larger  and  require  that  it  not  be  used  for  grazing.  It  would 
i  within  the  purview  of  the  Congress  to  do  that. 

Senator  Holland.  Certainly  our  committee  has  not  been  of  the  feel- 
ing that  the  Department  of  Agriculture  would  not  have  the  discretion 
and  would  not  use  the  discretimi  so  as  to  avert  any  collapse  of  any  small 
community  or  group  of  small  communitiee.  Certainly  we  would  not 
assume  that  that  would  be  a  necessary  evil  to  be  confronted  in  connec- 
tion with  the  cropland  adjustment  program. 

Secretary  Hardin.  In  my  mind  tnere  is  no  question  l>ut  what  it  would 
be  the  most  economic  way,  over  any  period  of  years,  to  handle  pari  of 
our  diversion  needs. 

The  other  criticism  of  it,  to  complete  the  t«J>ulatJ(m,  is  that  vitea 
whole  farms  are  left  idle  and  left  to  go  to  weeds,  they  can  beonne 
colters  for  pests  of  all  kinds  to  breed  and  develop.  That  is  a  valid 
concern. 

We  are  reawnmending  that  we  proceed  in  three  different  directi<ms 
with  modest  programs  to  gain  experience  and  to  see  if  these  things 
cannot  be  handl^  in  a  way  that  will  reassure  the  peojde  most  con- 
cerned that  it  can  be  done  responsibly. 

Senator  Hcflj^ND.  I  just  want  to  ask  one  question.  Have  you  devised 
any  way  wherefcy  we  can  use  all  of  our  acres  that  are  subject  tocultiva- 
tion  and  at  the  same  time  have  a  balanced  production  insofar  as  the 
needs  for  our  production  exist? 

Secretary  Hardin.  Sir,  unless  we  can  greatly  broaden  our  markets 
in  the  foreseeable  future  that  will  not  ob  possible.  And  when  I  say 
broaden  them,  I  mean  greatly  increase— douole  or  triple  our  exports — 
not  just  a  nominal  increase.  I  think  we  will  continue  to  hare,  as  I  indi- 
cated here,  too  much  production  capacity  for  quite  some  years. 

Senator  Holland.  This  is  the  case  with  us,  when  we  see  what  is 
happening  up  in  the  Canadian  wheat-production  area,  whic^  is  aheav^ 
factor  in  world  wheat  production,  we  are  bound  to  realize  that  this 
problem  does  not  exist  just  here. 
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Secretary  Habdin.  Yes.  And  I  think  that  we  all  agree  tint  the  action 
which  hae  now  been  taken  by  tiie  Canadian  Grovemment,  which  we 
migiht  wish  had  been  taken  earlier,  is  a  courageous  action. 

Senator  Holi*and.  Has  there  been  any  sizable  response  to  that  offer 
of  the  Canadian  Government  to  retire  wneatland  for  a  ^riod  ? 

Secretary  Hardin.  I  have  not  seen  any  figures  at  this  time  to  indi- 
cate to  what  extent  farmers  are  responding.  The  general  feeling  we 
have  from  conversations  with  Canadian  officials  is  that  they  feel  the 
response  will  be  good. 

Senator  Holland.  Of  course,  they  plant  later  than  now,  and  the 
response  will  not  be  known  for  the  next  60  days,  will  it^ 

Secretary  Hardin.  Right. 

Senator  Younq.  Mr.  Chairman,  I  would  like  to  comment  further 
on  what  the  Senator  from  Florida  had  to  say  aboat  obtaining  fonda 
for  a  long-term  land  retirement  program.  We  have  an  unusual  situ- 
ation. For  the  past  several  years  all  the  general  farm  organizations 
have  been  for  some  ^pe  oi  sizable  long-term  land  retirement  pro- 
gram. Usually  when  they  all  get  together  they  are  fairly  effective,  bat 
Ui^  haven't  had  much  success  on  land  retirement.  They  do,  of  course, 
differ  considerably  in  their  views  as  to  how  such  a  program  should  be 
carried  out.  Here  m  the  Senate  we  have  put  a  sizable  amount  tit  money 
in  each  agricultural  appropriations  bill  in  the  last  several  years  for 
the  cropland  adjustment  program,  but  we  have  lost  all  of  it  in  con- 
ference with  the  House. 

I  might  comment  further.  If  you  had  a  big  land  retirement  pro-am 
and  brough  production  down  to  the  extent  that  you  raised  prices, 
wouldn't  we  have  to  have  a  little  more  protection  from  imports  than 
we  now  have?  There  would  be  more  pressure  to  import  fann 
commodities. 

Secretary  Habdin.  Yes,  I  think  90,  Senator  Young.  But  I  think  in 
any  event  you  do  have  to  move  over  a  period  of  years.  And  I  think  for 
several  years  you  could  make  this  your  sole  means  of  diverting  acrea 
at  least  in  my  judgment.  We  could  move  fairly  rapidly.  But  you  still 
ought  to  do  it  over  a  period  of  several  years,  and  take  advantage  of  the 
fact  that  it  would  he  voluntary.  Farmers  do  not  all  make  up  their 
minds  at  the  same  time  when  they  want  to  quit  farming.  And  if  yon 
would  extend  this  over  a  period  of  6  or  8  years  I  think  you  would  cet 
a  much  better  job  done  to  everybody's  satisfaction  than  if  yon  txtxA 
to  do  it  all  in  2  or  3  years. 

Senator  Yocno,  That  is  right.  It  would  be  much  cheaper  too. 

Secretary  Hardin.  That  is  right. 

Senator  Jobdan.  What  kind  of  payments  are  the  Canadians  offering 
for  their  farmers  to  retire  wheat  production  ? 

Secretary  Hardin.  $6  an  acre. 

Senator  Jordan.  $6  an  acre ! 

Secretary  Hardin.  Yes ;  and  I  think  there  are  some  other  penaltiee 
tied  to  that  if  they  do  not. 

Senator  Jordan.  If  they  do  not? 

Secretary  Hardin.  If  you  are  int«rested  I  could  ask  Mr.  Painty 
to  explain  the  details. 
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gTATEMSST  OF  HOH.  CL&EEHCE  D.  7AIMBT,  ASBWIAaT 
SECSETAST  OF  AOBICULTUBE 

Mr.  Palmby.  Mr.  Chairman  and  members  of  the  committee.  Act- 
ually, as  I  understand  the  proposal,  they  pay  $6  per  acre  for  summer 
fallow,  and  $10  per  acre  for  a  limited  number  of  acres — I  believe  it 
is  two  million — for  applying  a  cover  crop  to  that  many  acres.  In  addi- 
tion to  this,  they  have  a  wheat  board  which  allocates  to  each  producer 
the  amount  of  wheat  that  can  be  delivered  during  the  course  of  a  year, 
and  they  have  used  this  program  to  make  it  more  attisctive  to  those 
who  do  participate  by  not  planting  wheat. 

Secretary  Hakdin.  This  simply  means  that  people  who  have  wheat 
on  hand  from  the  previous  years  may  not  be  able  to  sell  it — get  a 
permit  to  sell  it — unless  they  participate. 

Mr.  Falmbt.  That  is  correct  And  those  who  do  participate  con  sell 
it  more  rapidly. 

The  CsAntuAN.  To  what  extent  can  they  cut  back  on  deliveries 
from  one  farm,  do  you  have  any  idea  t 

Mr.  Palmby.  No ;  I  do  not  think  I  could  answer  that. 

Secretary  Hardin.  The  total  acreage  in  wheat  is  about  28  milliwi 
acres,  and  they  are  talking  about  retiring  20  to  22  million  this  year. 
So  it  is  indeed  sizable. 

The  Ghairham-.  They  have  over  a  year's  supply  on  hand,  I  am  told, 
maybe  a  year  and  a  halt  or  2  years. 

Mr.  Palmby.  As  I  understand  it,  their  carirover  will  be  somewhere 
between  930  to  950  million  bushels  the  first  of  July  of  this  year. 

Senator  Houand.  Which  is  almost  2  years  ? 

Mr.  Palmby.  Yes. 

Senator  Curnis.  This  is  presented  to  the  committee  and  farmers  as 
more  or  leas  temporary,  isnt  it,  that  is,  the  available  sizable  cut  of 
22  million  1 

Mr.  Palhby.  Senator,  it  is  offered  to  them,  as  the  Secretary  said,  as 
a  very  courageous  and  very  substantial  adjustment  program. 

Senator  Cuktib,  But  it  carries  the  idea  that  it  is  permanrait,  that  it 
is  to  get  rid  of  existing  stocksy 

Mr.  Palhby.  Right. 

Senator  Curtis.  Consequently  they  might  avoid  some  of  the  reedst- 
ance  that  comes  from  various  e^fments  of  agri-business,  because  the 
individuals,  while  they  will  not  buy  as  much  tractor  fuel  and  fertilizer, 
still  hope  ultimately  to  be  in  the  market  for  farm  equipment.  And 
they  are  facing  a  problem  of  getting  support  from  their  friends  in 
town  and  the  people  they  deal  with  in  town.  They  could  avoid  facing 
this  if  they  launcned  on  something  like  this  as  a  permanent  thing,  is 
that  right,  this  large? 

Secretary  Hardin,  That  is  right. 

Senator  "Miller.  Mr.  Chairman,  may  I  ask  a  question  on  this  pointt 

The  Chairman.  Proceed. 

Senator  Miller.  You  refer  to  a  general  land  retirement  proposal 
that  you  presented  to  the  House  committee.  I  would  like  to  inquire 
about  that  a  little.  Does  that  include  l<mger  term  contracts  than  the 
presMit  1  year,  for  example,  shifting  to  5-year  contracts  or  10-year 
wntracts! 

Secretary  Hahmn.  Yes;  we  discussed  all  lands. 
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Senator  Mnmc.  Did  you  discuss  a  mix  t 

Secretary  Hardin.  I  guess  we  did  not  cull  k  that.  Senator  Miller, 
but  in  effect  we  did,  because  whatever  we  recommended  combining 
them  with  our  present  land-diversion  inograms,  which  are  1-year 
contracts. 

Senator  Miller.  So  there  would  be  1-year,  5-year  and  10-year  and 
permanent,  all  in  one  package? 

Secretary  Hardin,  There  could  be. 

Senator  Miller.  And  do  you  establish  a  guideline  limiting  the 
amount  of  productivity  in  a  community  area  which  ma^  be  r^red 
so  that  the  viability  of  the  economy  of  the  local  c(Xnmunity  would  be 
retained? 

Secretary  HARDnr.  Yes;  we  did  discuss  various  means  of  limiting 
the  use  of  this  in  any  one  community. 

Senator  Miller.  And  did  you  alBo  discuss  the  poesible  guideline  that 
if  whole  farms  were  retired  the  program  would  be  ai^iinistered  in 
such  a  way  as  to  preserve  the  job  opportunities  for  tenant  farmrasi 

Secretary  Hardin.  I  don't  know  as  we  got  into  that  particular  phase 
of  it. 

Senator  Miller.  The  reason  I  mention  that  is  because  in  my  State, 
wMle  it  is  a  great  agricultural  State,  about  half  of  my  fanners  are 
tenant  farmers,  and  there  is  great  concern  about  job  opportunities 
for  those  tenant  farmers  if  there  is  a  long-range  whole-fann  retire- 
ment program,  unless  there  are  some  safeguards  cranked  into  it. 

Secretary  Hardin.  There  was  great  concern  expreraed  on  this  very 
point.  I  rranember  one  fanner  wrote  in — and  tlus  was  emoted  a  few 
times — that  he  owned  some  land  and  he  was  renting  adaitioiul  land 
from  five  landlords.  If  three  of  these  should  elect  to  retire  their  land— 
and  they  could  make  this  decision — that  he  would  be  in  difficulty  u 
an  operator  because  he  would  have  his  volume  greatly  reduced.  This 
is  regarded  as  a  very  significant  problem. 

Senator  Miller.  But  could  not  that  be  handled  by  administration  F 

Secretary  Hardin.  I  think  there  would  have  to  he  some  guidelinu 
in  the  legislation. 

Senator  Miller.  Certainly  to  mandate  yon  to  administer  it  in  that 
fashion  ? 

Secretarv  Hardin.  Yes,  sir. 

Senator  Holland.  I  ask  you,  would  you  be  prepared  to  submit  and 
propose  the  guidelines  which  you  think  should  be  in  the  legislation! 

Secretary  Habdin.  We  can  do  that;  yes,  sir. 

(The  information  is  as  follows:) 

Title  VI  of  the  propowd  new  legislation  contains  general  proTlsloiia  for  Mfe- 
gnaxilng  the  Interests  of  tenants  and  sliarecroppera.  They  are  similar  to  iirafi- 
elons  of  tbe  Cropland  Adjustment  Program  legtslatton  In  the  Food  and  A^col- 
taial  Act  of  1966,  These  prorlgloiis  of  the  new  legislation  wlU  Iikel7  be 
implemented  Id  the  same  manner  as  tbe;  were  under  the  CAF.  Tbe  an^icable 
OAP  iDstmctlons  are  as  fallows : 

ntEATKXirr  of  tkitartb  and  bhakcboppeis 

Agreements  shall  not  be  approved  nor  payments  made  ander  ^iprored  agm- 
ments  If  the  county  committee  determines  that : 

The  landlord  or  operator  has  not  afforded  tenants  and  ihareeroppera  on  the 
farm  an  opportunity  to  participate  In  the  progism. 

In  antldpatton  of  or  because  of  parttotpatliig  In  the  GAP  the  noiOber  of  tenuts 
or  abarecroi^ra  on  the  farm  was  rednced.  8ee  paragraiA  11  nguMag  tofiaot- 
meat  of  tenants  or  shaTecroppera. 
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There  exists  between  the  landlMd  or  operator  and  any  tenant  or  aharecnvper 
lease,  contract,  asreemeat  or  understanding  unfairly  exacted  or  reqnlred  the 
Tect  of  which  1b  to : 

Force  the  tenant  or  sharecropper  to  surrender  to  the  landlord  or  operator 
any  payment  he  earned  under  the  aKTBement. 

Change  the  status  of  the  tenant  or  sharecroptier  so  as  to  deprive  him  of  any 
payment  which  he  otherwise  would  be  entitled  to  receive.  This  includes  re- 
ducing the  acreage  normally  farmed  by  sach  tenant  or  sharecropper. 

Increase  the  rent  to  be  paid  by  the  tenant  or  sharecro^^ier  or  reduce  his 
sliare  in  crops. 
Any  other  wAeme  or  device  was  adofjted  which  dei>rlre«  a  tenant  or  diare- 
niPDer  of  any  payment  or  other  benefit  he  would  otherwise  be  entitled  to  receive 
ider  the  program. 

REPLACSMEKT  Or  IVNANTS  OB  BBABDCBtVPEBS 

If  the  number  of  tenants  or  sharecroppen  on  a  farm  is  reduced,  sudi  tenants 
r  sharecroppers  must  be  replaced  unless : 

The  departing  tenant  or  sharecropper  flies  a  written  statement  with  the 
county  committee  that  he  was  not  forced  to  leave  the  farm  because  of  par- 
ticipation In  the  CAP,  or 

The  county  committee  determines  that  the  tenant  or  sharecropper  was 
not  forced  off  the  farm  because  of  participating  in  the  OAP  and  that  the 
farm  would  normally  be  operated  without  a  tenant  or  sharecroi^r,  or 

The  tenant  or  sharecropper  dies  or  disappears  and  the  coanty  committee 
determines  that  It  is  not  practicable  to  replace  such  tenant  or  sharecropper, 
or 
The  tenant  was  a  cash,  fixed,  or  standing  rent  tenant  who  DID  NOT: 
(a)  Uve  on  the  farm  during  the  year  preceding  the  first  year  of  the 
agreement  period,  or 

<b)  Earn  at  leaat  50  percent  of  his  total  income  in  such  year  frtun 
farming. 
If  under  subparagraph  A  tlie  replacemmt  of  a  tenant  or  sharecropper  la 
■quired,  the  county  committee  shall  prescribe  a  date  by  which  such  replace- 
tMitmnst  be  made.  Failure  to  replace  a  tenant  or  sharecromier  by  such  date 
ill  be  noncompliance  with  the  agreement ;  see  paragraph  190. 
If  under  subparagraph  A  the  replacement  of  a  tenant  or  sharecropper  is  BOt 
■qnlred,  the  agreement  may  be  approved  if  otherwise  eligible.  If  the  agreement 
aa  already  been  approved,  the  interest  of  the  tenant  or  sharecrtqiper  may  be 
:anaferred  to  other  parties  to  the  agreement  See  paragraph  166. 
A.  landlord  or  operator  who  in  the  past  had  traiants  or  sharecroppers  on  his 
ind  for  purposes  of  producing  base  crops  designated  under  an  agreement,  may 
ay  these  individuals  on  a  wage  basis.  Thia  action  shall  not  be  considered  as 
^dndng  the  number  of  tenants  or  sharecroppers  on  the  farm  provided  such  In- 
Ivldnals  are  classified  as  employees  under  the  Fair  Labor  Standards  Act. 

The  Chaibman.  Mr,  Secretary,  I  presume  that  yon  are  going  to 
<ropose  to  us  a  program.  And  I  imagine  what  you  stated  to  the  House 
a  respect  to  land  retirement  yon  are  gcnng  to  propose  to  as  here  so 
hat  we  can  discuss  it  as  your  proposal. 

Senator  Bbllhon.  Mr.  Chairman 

The  Chairman.  Senator  Bellmon. 

Senator  Beixmon.  Mr,  Secretary,  you  have  testified  that  the  present 
•rogram  pays  for  nonproduction  on  58  million  acres. 

Secretary  Hardin.  Yes. 

Senator  Beujmon,  Now,  this  term  "nonprodnction"  is  a  rdatire 
erm,  do  you  realize  it  ? 

Secretary  Hardin.  Yes,  sir. 

Senator  Bellmon.  How  much  less  production  do  you  really  think 
ou  are  getting  on  that  land  than  you  would  if  it  were  in  full  protluc- 
ion  i  Do  you  have  your  figures  ? 
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Secreta^  Habdik.  I  do  not  hare  an  educated  gness  on  that,  SenBtn 
Bellmon.  I  am  sure  you  are  referring  to  the  fact  that  on  some  of  the 
diverted  acres  there  are  so-called  grass  crops  that  are  planted,  Bome 
of  which  have  very  high  productivity,  and  limited  grazing  is  permitted 
on  some  of  them.  This  erodes  away  pwrt  of  the  effect  of  the  divermiHL 

Mr.  Palmbj,  do  you  want  to  make  a  comment  f 

Mr.  Paucbt.  I  would  not,  Mr.  Secretary.  This  is  an  educated  guess  at 
best. 

Secretary  Hardin.  There  are  two  factors.  The  one  I  mentioned  is  the 
fact  that  there  are  crops  that  are  grazed.  The  other  is,  farmers  nor- 
mally, if  they  are  good  managers,  do  not  set  aside  their  best  acres. 

Senator  Bellhon.  And  do  you  also  realize  that  at  the  present  time  it 
is  possible  for  land  that  was  in  the  soil  bank  which  is  still  carried  as  t 
part  of  the  crop  base  to  be  set  aside  in  the  nonproductive  category,  and 
all  summer  produces  the  growth  of  new  gmss,  and  that  after  the  first 
of  October  it  is  grazed,  so  the  production  is  not  much  different  than  it 
was  in  this  category  at  all  f 

The  thing  I  am  getting  to  is,  I  really  doubt  that  you  reduce  the  pro- 
duction on  this  58  million  acres  by  more  than  50  percent.  I  really  do 
not  know.  It  probably  varies  f  TY>m  one  part  of  the  country  to  another. 

Secretary  Hardin.  It  varies  tremendously.  I  suspect  it  is  much  miwe 
effective  in  North  Dakota  thnn  it  is  in  the  Southern  States,  Senator. 

Senator  Young.  It  is  quite  effective  in  North  Dakota. 

Senator  Bellhon.  Also  you  have  to  realize  that  a  lot  of  this  land,  if 
it  is  in  a  totally  nonproductive  State  one  year,  in  summer  fallow,  that 
the  next  year  you  get  a  bumper  crop  from  it,  30  to  50  percent  more  than 
the  normal  yield.  I  am  just  curious  why  the  Department  does  not  put 
together  some  figures  to  give  the  committee  some  f^idance  as  to  juat 
how  much  we  are  reducing  our  production  by  keeping  out  this  58  mil- 
lion acres. 

Secretary  Hardin.  We  will  be  glad  to  provide  an  estimate  for  the 
record. 

(The  informatitm  is  as  follows:) 

The  potentlM  prodnctioii  on  the  5&  million  acres  diverted  In  lfl69  nnder  tbt 
annual  and  long-term  pn^nuns  attect  tbe  prodactton  of  manjr  cropa  Inclndbw 
peannts,  tobacco,  cotton,  and  otber  non-allotment  crops.  The  major  Impart  was  oo 
the  production  of  feed  Kralne  and  wheat.  Rough  esttmates  wonld  Indicate  that  the 
potential  production  on  these  acrea  diverted  from  feed  KnUus  would  be  about  TO 
million  tons,  and  diverted  from  wheat  about  300  million  bushels. 

Senator  Bellmon.  My  point  is  that  I  doubt  that  you  would  need 
anything  like  58  million  acres  in  a  long  term  land  retirement  pro- 
gram, b&:auaB  under  that  kind  of  program  you  would  take  the  land 
totally  out  of  production. 

Secretary  Hardin.  Yes.  I  think  that  point  is  absolutely  valid. 

Senator  Miller,  I  think  what  Senator  Bellmon  would  like  to  hate, 
I  know  what  I  would  like  to  have,  is  some  estimate  of  the  difference. 
I  know  the  Secretary  is  aware  of  the  Iowa  State  University  stsd; 
about  a  year  and  a  half  ago  which  made  a  comparison  between  tbe 
effectiveness  of  the  one  year  annual  contract  program  that  we  hin 
now  and  the  effectiveness  of  5-  and  10-year  contracts.  That  is  wbv 
I  am  very  interested  in  seeing  what  we  mi^t  do  on  a  better  mix  witii 
5-  or  10-year  contracts  in  the  picture  instead  of  the  annual  contracts, 
because  that  would  eliminate  one  of  the  problems  which  Senator  Bell- 
mon mentioned. 
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Secretary  Hardin.  There  is  one  figure  in  ^e  statMnentI  just  men- 
tioned that  does  lead  in  this  direction,  Senator  Bellmon. 

Back  in  the  middle  of  page  3,  we  estimate  if  there  was  no  new 
legislation  and  therefore  no  restrictions  on  feed  grain  production, 
that  the  production  would  increase  from  between  three-quarters  or 
a  billion  and  a  billion  400  million  bushels.  This  is  at  least  an  in- 
dication that  the  diversion  program,  in  our  judgment,  is  effective. 

The  Chahucan.  What  gave  rise  to  the  enactment  of  the  present  law 
was  the  fact  that  we  haa  around  82  million  tons  of  feed  grains,  and 
through  the  diversion  payments  we  were  able  to  reduce  that  to  about  45 
to  48  million.  And  the  same  thing  obtains  for  cotton,  and  the  same 
thing  for  other  crops  that  are  protected. 

S^retary  HARnrN.  I  certainly  would  not  want  to  give  the  impres- 
sion that  the  diversion  program  is  not  effective  in  regulating  pro- 
duction, It  is.  It  would  be  more  effective,  of  course,  if  these  acres  could 
be  sterilized  and  not  used  to  produce  any  feed.  I  think  you  agree 
with  that,  Senator  Bellmon. 

Senator  Belluon.  Yes. 

Senator  Yotino.  Mr.  Secretary,  it  certainly  was  effective  in  the  case 
of  wheat.  We  were  able  to  cut  down  the  large  surplus  of  wheat  Uf 
the  point  that  some  people  were  worried  about  the  scarcitv.  And  we 
built  it  up  to  a  surplus  again  when  the  acreage  was  increased  too  much. 

The  Chairman.  That  is  right. 

Senator  Holland.  Mr.  Chairman,  if  I  may  just  ask  one  question. 

Will  ;?ou  supply  again  the  substitute  figures  in  bushels  for  the  20 
to  40  million  tons  that  you  mentioned  at  the  middle  of  page  3  of  your 
testimony? 

Secretary  Hardin.  Yes. 

Senator  Holland.  By  which  you  say  feed  grain  production  would 
outrun  u-ee  or  demand  oy  that  amount,  20  to  40  mdlion  tons.  What 
is  that  in  bushels? 

Secretary  Hardin.  If  vou  put  it  in  terms  of  com  equivalent  it  is  about 
700  million  to  1.4  billion  "bushels  of  com. 

Senator  Holland.  700  million  bushels  of  com  to  1.4  billion.  That 
runs  it  from  20  to  40  million-ton  figure. 

Secretary  Hardin.  These  are  U.S.  tons. 

Senator  Aikzn,  Thirty-three  budiels  to  the  ton. 

Secretary  Hardin.  I  do  not  know  if  you  are  like  I  am  but  I  cannot 
think  in  terms  of  tons.  I  always  revert  to  bushels. 

Senator  Holland.  I  think  it  is  well  to  have  the  record  show  very 
clearly  the  figures  you  are  predicting  by  which  feed  grain  production 
would  outrun  any  market  use  in  the  event  there  was  no  new  legislati(»i. 
I  agree  with  you  that  it  would  not  be  just  unfortunate,  but  intolerable 
for  us  to  have  no  new  legislation. 

The  Chairman.  I  presume,  Mr.  Secretary,  you  could  give  us  some 
figures  on  other  cropsf 

Secretary  Hardin.  Yes. 

The  Chairman  And  it  might  be  well  for  your  Departmmt  toprepare 
this  information  and  present  it  for  the  record  in  connection  with  your 
testimony. 

Secretary  Hardin.  We  will  do  that. 

(The  information  is  as  follows:) 

with  no  new  legislation.  It  Is  estimated  that  cotton  prodnction  woald  ontnin 
market  use  bj  almost  6  million  bales.  With  no  qnotas,  wheat  prodnction  wonld 
exceed  use  b;  about  200  to  300  million  bushels  under  permanent  legislation. 
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Senator  Miller.  Could  I  aak  that  he  also  include  an  estimate,  on  a 
comparative  baais,  between  the  1  year  and  the  5  and  lO-year  long-term 
contract,  as  far  as  the  economics  are  concerned  f 

Secretary  HARDrN.  All  right,  we  will  do  that. 

(The  in»>nnation  is  as  f  (Slows :) 

ProdactioD  adjustment  can  normally  be  achieved  at  a  leaser  coat  per  onlt  at 
production  to  the  Qovemment  under  long  term  agrecmenta  than  under  one  jtMr 
agreemeDts.  This  ie  due  largely  to  the  fact  that  farmers  are  wtlling  to  make 
reductions  In  crop  production  for  a  lower  payment  when  they  have  the  aaanrance 
of  continuing  payments  tor  a  period  of  several  years.  This  enables  them  to  plan 
long  term  adjustments  In  their  farming  operations  with  the  asaurance  Uiat 
program  benefits  can  be  relied  on  for  several  years. 

The  Chairuan.  Proceed. 

Secretary  Hardin.  There  are  two  more  points  on  the  Farm  Bureau 
plan  which  we  are  discussing.  It  includes  the  job  retraining  feature, 
which  is  similar  in  some  respects  to  Uie  program  the  President  has 
recommended  for  family  assistance. 

The  Chairman.  We  have  been  toying  with  that  for  quite  boiob  time. 

Secretary  Hardin.  Yes. 

The  Chaibuan.  I  think  under  Mr.  Benson  we  tried  it  and  we  did 
not  go  too  far. 

Sniator  Holland.  Do  you  approve  or  disapprove  that  part  of  tia 
Farm  Bureau  program  ? 

Secretary  Hardin.  We  think  that  some  such  program  ia  needed, 
Senator  Holland,  to  help  the  people  at  the  lowest  end  of  the  income 
scale  in  rural  areas.  We  are  talking  here  about  the  people  that  simply 
are  not  reached  effectively  by  farm  programs  such  as  we  now  have  or 
as  we  propose,  because  such  prognims  have  their  greateiat  effect  on 
and  give  assistance  to  the  commercial  fanners  who  have  volume  pro- 
duction. These  smaller  units,  are  not  helped  very  much,  because  they 
do  not  have  the  base  upon  which  they  can  be  helped.  We  feel  rather 
strongly  that  something  is  needed  for  the  people  in  the  depressed 
areas. 

Senator  Holland.  You  mean  to  keep  them  in  producti<m,  but  sup- 
plement their  fann  inccone,  or  do  you  mean  to  remove  them  fnno 
the  farm  picture? 

Secretary  Hardin.  There  may  be  a  few  who  can  be  helped  to  develop 
viable  economic  units.  These  we  would  like  to  help,  of  course.  But  tli 
great  majority  are  people  who  probably  need  some  retaining  and 
some  help  in  relocating  into  other  lines  of  work. 

The  Chairman.  There  are  a  few  programs  now  in  effect  in  order 
to  try  to  keep  the  country  people  where  they  are  instead  of  {Eoing  to 
lai^e  cities  where  they  will  become  dependents.  And  it  strikes  me 
that  your  Department,  together  with  others,  can  certainly  work  to 
the  end  that  some  kind  of  industry  can  be  started  in  an  area  so  as  to 
keep  the  people  wherethey  now  are. 

Secretary  Hardin.  The  key  to  it  is  jobs. 

The  Chairman.  That  is  right. 

Secretary  Hardin.  And  of  course  we  have  some  wonderful  examples 
of  where  this  has  happened. 

The  Chairman.  Certainly. 

Secretary  Hardin.  In  most  of  the  States.  We  j^ust  need  more  of  it. 

The  Chaikhan.  That  ia  right.  And  it  is  my  belief  that  that  can  be 
accomplished,  if  only  industry  knew  what  the  resources  were  in  a 
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particular  area,  instead  of  increasing  the  size  of  their  factory,  let 
us  say,  in  New  York  or  Boston  or  any  otiier  big  city,  they  could 
branch  out  into  the  small  areas  and  retain  the  people  there. 

And  I  am  sure  they  would  be  prone  to  do  that  if  they  knew  of  the 
resources  that  were  located  there  both  in  manpower  as  well  as  water 
and  communications  as  well  as  roads,  schools,  and  so  forth. 

Secretary  Hardin.  Mr.  Chairman,  this  perhaps  is  not  the  place  to 
get  into  a  detailed  discussion  of  the  development  of  rural  America. 
But  as  we  have  studied  this — and  we  have  spent  a  great  deal  of  time 
on  it — we  are  convinced  that  we  must  go  much  further  in  our  concept 
than  we  have  in  past  years.  As  we  look  to  the  economic  and  social 
development  of  the  entire  country,  we  must  actually  create  a  reverse 
migration.  We  must  he  effective  enough  in  building  up  our  rural 
areas  so  that  we  convince  people  to  move  from  the  cities. 

We  are  not  talking  about  making  the  cities  smaller.  We  are  simply 
talking  about  redistributing  the  growth  in  population  and  economic 
expansion  that  will  take  place  in  the  next  three  decades. 

Senator  Talmadoe.  Would  you  yield  at  that  point,  Mr.  Secretary. 

I  received  in  the  mail  just  a  day  or  two  ago  a  letter  and  a  study  from 
the  University  of  South  Carolina  on  that  exact  point.  What  they  are 
trying  to  do  is  get  some  of  these  people  to  relocate  from  the  cities  back 
into  semimral  communities.  Apparently  job  opportunities  would  be 
available.  Maybe  they  could  have  a  garden,  a  tew  chickens,  and  even 
a  cow.  And  it  would  have  a  higher  standard  of  living  than  if  they 
lived  in  the  ehetto.  Have  you  seen  that  study ! 

Secretary  Hardin.  I  have  not  seen  the  study,  Senator  Talmadge,  but 
I  have  visited  some  of  the  people  of  South  Carolina,  and  I  know  in 
general  their  philosophy. 

Senaitor  Talmadoe.  I  read  the  conclusion  yesterday,  as  a  matter  of 
fact,  and  I  thought  so  much  of  it  that  I  turned  it  over  to  some  of  my 
assistants  for  further  study.  I  do  not  know  whether  it  is  practical  or 
not,  but  the  idea  behind  it  is  excellent. 

Secretary  HARniN.  I  agree. 

Senator  Young.  I  would  like  to  cite  an  example  which  illustrates  the 
great  desire  people  have  to  return  to  our  rural  areas.  A  Los  Angeles- 
based  industry  is  putting  a  plant  in  North  Dakota.  They  put  one  ad 
in  the  Los  Angeles  Times  to  locate  North  Dakota  people  working  in 
industry  in  the  Los  Angeles  area  that  would  want  to  go  back  to  North 
Dakota  to  work  in  this  plant.  They  were  flooded  .with  mail  just  from 
that  one  ad. 

Senator  Bellhon.  I  do  not  know  whether  it  is  out  of  order  to  talk 
to  the  Secretary  in  this  broad  way,  'but  I  have  a  couple  of  tJioughta 


to  offer  about  how  to  get  p 

In  the  first  place,  under  the  Farm  Home  Administration  program, 
if  the  person  wishes  to  build  a  home  in  a  rural  area,  and  you  limit  him 
to  one  area,  that  is  all  the  land  he  can  buy  with  Farm  Home  Adminis- 
tration money  with  which  to  build  a  house.  And  yet  there  are  many  of 
these  people  that  have  jobs  who  live  and  work  in  the  city  would  like 
to  buy  maybe  20  or  40  acres  and  have  room  enough  to  keep  a  couple 
of  calves  or  perhaps  even  produce  some  crops  of  some  kind.  I  really 
cannot  undei^and  why  the  FHA  has  been  so  restridtive  in  land.  And 
I  would  like  to  suggest  that  the  Department  consider  letting  a  person 
buy  a  larger  area  upon  which  to  build  a  home  provided  that  they  do 
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not  use  tbo  land  to  produce  crops  that  are  in  surplna  This  oonld  snto- 
iniUic&llT  retire  a  large  amount  of  land  over  the  Tears.  And  it  would 
put  land  into  a  mudh  more  desirable  use  than  producing  crops  that  we 
do  not  need.  And  it  would  not  cost  the  Qoremment  anvthin^  e»»pt 
the  interest,  BJid,  of  course,  whatever  interest  su'bsidy  tnere  i& 

I  realize  that  the  Congress  would  have  to  provide  more  money  for 
the  FHA.  But  you  would  see  a  very  rapid  increase  in  the  amount  of 
land  taken  out  of  production  in  connection  with  housing. 

Secretary  Hardiit.  I  think  that  has  some  merit. 

Senator  Bixlhon.  The  other  proposal  is  that  Senator  Stevens  in 
debate  in  the  tax  reform  bill  proposed  that  the  Congress  offer  an  incen- 
tive to  companies  that  provide  job  opportunities  in  areas  where  there 
is  underemployment  or  unemployment.  And  I  do  not  know  why  this 
could  not  be  in  a  farm  bill.  We  need  to  put  things  in  our  bill  to  appeal 
to  city  people.  And  his  proposal  is  to  give  a  $l,iWO  tax  credit  for  every 
job  they  create  in  a  rural  area. 

And  I  would  like  to  suggest  that  we  consider  that  in  connection  with 
the  farm  bill. 

Senator  Talhadqe.  If  the  Senator  will  yield  on  that  point,  it  is  a 
matter  of  committee  jurisdiction.  The  Finance  Committee  nas  jurisdio> 
tion  on  tax  measures.  I  am  a  cosponsor  of  the  bill  to  which  you  refer. 
I  also  have  a  bill  over  there,  along  with  several  others,  to  pve  tax 
incentives  on  tnunin^  these  people,  the  hardcore  unemployed. 

One  of  the  big  ppoblems  is  that  we  have  got  30-oda  different  train- 
ing programs  and  19  different  Federal  agencies  doing  it.  It  issooom- 
phcated  the  folks  running  it  do  not  even  know  what  tJiey  are  d^ng. 

Senator  Bellmon.  It  seems  to  me  that  this  all  ties  in  with  the  fitrm 
problema 

Senator  Taiai adoe.  I  agree. 

The  Chaishan.  It  is  a  matter  of  jurisdiction,  as  I  stated.  We  could 
not  in  this  committee  handle  a  bill  of  that  kind  because  of  tiie  rules 
of  the  Senate. 

Secretary  Hardin.  This  again  is  beside  the  point,  Mr.  ChaiimaiL 
I  sp^t  two  days  last  week  with  the  French  Minister  of  Agricnltun 
wM  is  'here  for  a  visit — some  of  you  met  him.  We  spent  scHne  time 
exchanging  information  on  farm  problems  and  farm  pr^rams.  T^iBf 
have  a  new  program  that  they  are  just  putting  into  efi^ct  to  create 
more  privately  owned  forests  over  the  next  few  years  by  exempting 
frtHn  taxes  both  property  and  revenue  income.  They  have  made  certain 
that  property  planted  to  certain  species  of  trees  will  not  be  taxed,  it 
least  not  at  certain  tax  levels  and  they  also  provide  that  certain  inoonw 
will  be  exempt. 

Senator  Talmadoe.  Unfortunately  our  country  has  gone  the  op- 
posite direction.  We  have  done  a  tremendous  amount  of  reforeetatiffli 
in  the  south  under  the  land  retirement  proposal,  and  that  retires  the 
land  permanently,  because  when  one  has  trees  growing  on  land  they 
do  not  put  it  back  in  agriculture. 

But  now  the  rural  population  has  such  little  political  influence  in  the 
states  that  the  tax  rate  on  that  land  is  at  exorbitant  levels,  I  know  Bome 
land  on  which  the  taxes  now  are  ha]  f  of  what  the  land  cost  20yeaiB  ago. 

The  Chaishan-.  Louisiana  has  pioneered  in  that  area.  I  am  ^d 
to  say.  The  assessments  were  reduced  where  fannen^  planted  trees, 
Init  a  tax  was  imposed  when  the  trees  were  severed  from  the  aoiL 
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Sttiator  Talhadoe.  That  is  what  it  ou^t  to  be,  based  on  the 
seTdrance  tax. 

The  Chaikbcan.  We  have  had  that  for  40  years,  since  I  was  in  the 
Louieiaiia  Legislature. 

Senator  Taucadqe.  And  then  when  the  farmer  gets  inc(»ne  lie  pays 
the  taxes. 

The  Chaikuan.  That  is  ri^t.  It  is  a  very  good  program.  And  I 
think  it  has  paid  off  in  Louisiana  in  that  today  Louisiana  is  becomii^ 
green  again. 

You  may  proceed,  Mr.  Secretary. 

Secretary  Hardin.  I  just  want  to  make  one  summary  statem^it  cm 
the  farm  bureau  legislation,  and  we  will  come  back  to  that.  I  wsnt 
to  say  that  we  find  merit  in  certain  features  of  it,  but  we  are  not  dis- 
posed to  favor  the  proposal  in  its  entirety  ae  it  stands  before  you. 

llie  Chairiiak.  I  presume  you  are  going  to  discuss  those  features 
that  you  favor ! 

Secretary  Hardin.  Yes,  I  have  tried  to  discuss  the  land  retirement 
and  so  on. 

4.    EXPAND    THE   FBBSBNT   ACT 

The  next  option  we  have  is  to  expand  the  present  act. 

A  number  of  farm  oi^ganizatims  have  joined  in  a  farm  coalition. 
The  coalition  proposes  a  series  of  changes  in  the  act  of  1965  that  would 
increase  benents  over  a  wide  range  of  commodities.  Among  other 
things,  there  would  be  an  export  certificate  for  wheat,  a  higher  loan 
for  com  and  wheat,  higher  payments  for  feed  grains,  and  a  new  price 
support  and  diversion  program  for  soybeans  and  flaxseed. 

Price  supports  for  soybeans,  either  through  loans  or  loans  plus  pay- 
ments at  over  $2.80  per  bushel,  as  provided  in  the  coalition  bill  who- 
ever CCC  stocks  of  soybeans  and  flaxseed  exceed  150  million  bushels, 
would  be  required.  The  proposed  increase  to  a  $1.15  per  bushel  loan 
rate  for  com  and  the  higher  loan  rate  for  wheat  ($1.35  to  $1.40  per 
bushel)  would  also  inhibit  our  exports  and  our  domestic  use. 

It  appears  that  farm  program  costsj  under  the  farm  cpalition  bill, 
would  De  increased  by  upwards  of  a  biUicm  and  a  half  dollars  above 
the  present  program.  Feed  grain  and  wheat  program  costs  alone  would 
be  increased  by  about  $1.5  billion  above  tne  present  program — pri- 
marily reflecting  higher  feed  grain  payments  and  export  certificates 
for  wheat. 

The  cost  of  the  soybean  and  flaxseed  programs  would  also  be  in- 
creased substantially  whenever  an  acreage  diversion  prt^ram  is 
required. 

While  we  are  sympathetic  with  the  desire  to  increase  farm  income, 
we  cannot  support  a  proposal  which  would  be  so  costly  both  in  dollars 
and  in  its  effect  on  market  growth. 

Senator  Hou^nd.  Does  this  coalition  bill  suggest  increased  pro- 
duction costs,  Mr.  Secretary,  in  any  other  field  except  the  feed  grain 
and  the  wheatfields^ 

Secretary  Hardin.  It  is  on  the  chart  there. 

Can  you  respond  to  that,  Mr.  Palmby  ? 

Mr.  Palmbt.  We  have  these  tables,  Senator  Holland,  which  go 
through  these  several  proposals  commodity  by  commodity — whwt 
feed  grains,  and  upland  cott(»i. 
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The  question  yon  specifically  oE^d  is  on  prodnetioti  cost  of  ccm- 

modities  other  than 

Senator  Holland.  I  understood  from  the  testimony  we  heard  on 
that  coalition  program  that  there  was  a  frank  admission  that  the; 
proposed  to  increase  rather  heavily  the  costs  of  production  of  feed 
grains  and  support  the  feed  grains  and  the  wheat.  I  believe  there  was 
no  suggestion  for  a  change  in  the  field  of  cotton  production, 

Mr.  Falmbt.  That  is  correct. 

Senator  Holland.  Senator  Talmadge  can  correct  me  on  that. 

Senator  Talmadoe.  That  is  correct.  They  wanted  to  extend  the  cot- 
ton program  as  it  exists. 

Senator  Holland.  I  do  not  remember  what  the  suggeeti<»i  was  with 
reference  t«  soybeans  and  flutseed. 

Mr.  pAUHBT.  The  proposal  for  soybeans  and  fiaxaeed  is  primarily 
one  of  the  level  of  support,  so  that  when  the  carryover  as  of  July  1 
exceeded  150  million  bushels,  which  would  be  the  caae  at  the  pteeeot 
time,  then  the  support  price,  or  a  combination  of  support^  loan  rate 
and  price  support  payment,  would  be  at  least  70  percent  of  parity. 
This  IS  where  the  $2.80  figure  conies  from  that  the  Secretary  discuaseB. 
Under  those  type  situations  the  cost  would  go  up  subsbantJaUy  for 
oilseed. 

Senator  Holland.  Then  the  coalition  bill  does  provide  for  a  quite 
large  increaw  of  the  price  support  program  with  refeivnoe  to  feed 
grams  and  witii  reference  to  wheat,  and  a  possible  increase  of  the  pro- 
gram with  reference  to  soybeans  and  flaxseeds ! 

Mr.  Pauibt.  That  is  correct. 

Senator  Hou^nd.  But  it  does  not  provide  for  othra*  increaseB  in 
the  price  supportprogram? 

Mr.  FALMsr.  That  is  correct. 

Senator  Holland.  I  wanted  to  be  clear  in  my  own  recollecticm  of 
that  testimony  which  we  heard  some  time  ago.  Thank  you,  Mr. 

Senator  youNC.  Mr,  Secretary,  with  respect  to  wheat,  though,  if 
you  increased  the  price  support  loan  level — at  least  this  is  the  argu- 
ment of  the  previous  Secretary — you  would  reduce  the  amount  of  the 
wheat  certificate  payments.  This  conies  about  because  the  wheat  certifi- 
cate payments  are  based  on  the  difference  between  the  price  support 
loan  level  and  parity.  Isn't  that  correct  ? 

Mr.  PxLUBT.  Under  the  coalition  bill,  Senator  Young,  the  addition- 
al cost  of  the  certificate  ^at  we  are  referring  to  is  one  of  export 
certificates,  which  are  provided  for. 

Senator  Young.  There  would  be  some  reduction,  though,  in  donus- 
tic  wheat  certificate  payments  because  the  law  provides  tnat  the  wheit 
certificate  payments  oe  based  on  the  difference  between  parity  and  the 
price  support  loan  level. 

Mr.  Palmby.  Yee ;  that  would  be  correct. 

The  Chairman.  Proceed,  sir. 

6.  MANDATORY  CONTROU 

Secretary  Habdin.  The  next  option  that  has  been  presented  ia  tb*t 
of  the  United  Grain  Farmers,  It  was  proposed  to  us  and  to  you  thtt 
the  price  support  for  grain  be  at  100  percent  of  parity,  with  no  oontrolB 
on  any  one  cn^  but  with  sufficient  cropland  retired  so  as  to  bring  the 
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price  up  to  the  specified  level.  Grain  fanners  would  rote  on  this  plan 
m  a  referendum.  If  favored  by  referendum  vote,  the  program  would 
become  mandatory  on  all  grain  farmers. 

The  degree  of  price  increase  contemplated  in  this  proposal  is  evident 
from  this  table,  which  I  will  not  read,  but  which  if  you  will  grant  me 
permission,  I  will  include  in  the  record. 

The  Chaiioian.  It  is  so  ordered. 

(The  table  referred  to  is  as  follows :) 

[indoltiraptrbadtetl 

Pirity  prica.        firm  pricL 
Ffbnnry  1970    Filiniinr  I>70 
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Secretary  Hardin.  Price  increases  of  this  magnitude  would  drasti- 
cally curtail  export  markets,  or  necessitate  a  Targe  export  subsidy, 
and  stimulate  the  use  of  substitute  products  at  home.  A  very  lai^ 
share  of  a  man's  cropland  would  have  to  be  retired. 

Mandatory  controls  have  not  been  welcomed  in  the  past  and  prob- 
ably would  be  similarly  distasteful  in  the  future  when  applied  to 
all  farmers. 

6.    QUANTITAITVE   OONISOLB 

The  Kansas  Cooperative  Council  proposed  to  this  committee  a 
wheat  program  that  would  provide: 

Price  supports  at  two-thiras  of  parity  or  about  $1.86  per  bnshd. 

Mandatory  controls,  with  allotments  in  terms  of  bushels  rather 
than  acres. 

No  certificates,  either  for  domestic  or  export  wheat. 

Administration  through  licensed  mark^ing  firms. 

No  requirement  for  icHing  land  taken  out  oz  wheat  production.  . 

A  farmer  referendum. 

Many  of  the  features  of  this  proposal  have  been  tried  in  the  past: 
high  price  supports,  mandatory  controls,  and  permission  to  plant 
other  crops  on  acres  diverted  out  of  the  controlled  crop.  All  of  these, 
provisions  have  been  eliminated  from  programs  presently  operating. 

The  important  new  features  (quantitative  controls  and  the  licens- 
ing of  market  firms)  have  not  been  accepted  by  the  Congress,  chiefly 
because  they  would  require  greater  interference  with  individuaJ  deci- 
sionmaking than  has  been  thought  good. 

For  the  Congress  to  accept  this  proposal  would  be  to  return  tb 
features  that  have  been  discarded  after  a  fair  trial,  and  to  introduce 
new  features  that  are  more  stwn  than  have  yet  been  imposed. 

Senator  Holland.  You  mean,  more  forced  regimentation  than  any 
we  have  had? 

Secretary  Hardin.  Certainly  restricted. 

And  now  we  come  to  the  program  that  we  have  discussed  with  the 
House  C(»nmittee  and  with  other  groups  over  the  past  many'  mmtiiB. 

41-049  0 
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7.  SBT-AglDB  EltOFOBAL 

This  surely  is  a  time  when  farmers  and  farm  groups,  aicting 
through  their  enlightened  self-int«re3t,  must  find  as  much  common 
ground  as  possible.  Fanners  now  comprise  only  5  percent  of  the  pop- 
ulation ;  30  years  ago  it  was  24  percent.  We  can  no  longer  ajSord  the 
deep  divisions  that  have  so  long  characterized  debates  on  farm 
programs. 

We  cannot  afford  to  be  partisan,  and  we  cannot  afford  quarrels 
between  the  executive  and  legislative  branches.  What  we  want  is  a 
good  bill. 

In  the  summer  of  1968  the  Congress  passed  a  1-year  extensioa  of 
existing  farm  legislation  so  as  to  provide  time  for  a  new  administra- 
tion to  study  alternative  farm  programs.  We  appreciate  the  time 
provided  us  and  have  tried  to  use  it  to  best  advantage. 

It  has  been  our  purpose  to  make  available  to  the  Congress  the 
considerable  experience  and  analytical  resources  of  the  Department 
of  Agriculture.  We  in  the  Department  do  not  consider  ourselves  to 
be  the  sole  architect  of  farm  policy.  This  is  a  role  shared  by  the  farm 
organizations,  the  Department  of  Agriculture,  and  above  all,  by 
the  elected  representatives  of  the  people. 

We  have  consulted  with  the  farm  organizations,  we  have  had  lis- 
tening conferences  directly  with  the  farm  peoplf^  and  we  have  con- 
ferred with  eminent  farm  policy  people  from  the  land  grant  collies. 

I  have  had  individual  conferences  with  many  members  of  this  com- 
mittee, and  have  met  with  you  as  a  group.  We  have  worked  with  the 
House  Committee  on  Agriculture  in  a  series  of  informal  sessions,  try- 
ingto  accommodate  divei^nt  views. 

What  I  shall  now  describe  is  a  proposal  on  which  we  are  willing 
to  stand  if  it  is  acceptable  to  the  Congress.  It  does  not  represent  oar 
original  position ;  many  modifications  have  been  incorporated  as  « 
result  of  our  numerous  consultations.  Nor  does  it  represent  our  last 
and  final  position;  some  additional  changes  could  be  accepted. 

Senator  Young.  That  is  the  best  statement  you  could  make. 

Secretary  Hardin.  Thank  you. 

Senator  Youno.  That  is  exactly  what  I  have  beat  telling  people 
all  the  time.  Some  of  them  would  not  believe  me. 

Secprtary  Hardin.  We  have  laid  before  the  House  Agriculture  Cwn- 
mittee  a  proposal  that  is  in  three  major  parts:  Commodity  programs; 
resource  adjustment ;  Public  Law  480. 

OOHUtHHTT   FSOORAHB 

For  the  commodity  part  of  this  package  we  offered  what  has  beffl 
called  the  set-aside  approach.  The  concept  behind  the  set-aside  is 
that  we  have  an  excessive  amount  of  cropland  available,  that  this  ex- 
cess is  general  rather  than  specific  as  to  certain  crops,  and  that  if* 
proper  amount  of  cropland  is  set  aside  farmers  will  make  good  deci- 
sions as  to  how  to  use  their  remaining  acreage. 

The  major  features  of  the  set-aside  are  these : 

1.  The  program  would  be  voluntary. 

2.  It  would  apply  to  the  major  crops:  wheat,  cotUni,  and  the  fsed 
grains.  There  has  been  no  attempt  to  apply  the  proposal  to  tobaoeo. 
rice,  peanuts,  or  other  farm  products. 
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3.  Those  farmers  who  wished  to  participate  could  do  so  by  setting 
aside  a  certain  proportion  of  their  base  acreage,  thus  making  them- 
selves eligible  for  program  benefits. 

4.  There  would  be  a  loan,  set  at  a  relatively  low  level,  so  that  the 
market  would  clear  in  most  years.  The  loan  would  be  a  means  of  ob- 
taining credit,  not  a  method  of  holding  prices  permanently  and  sub- 
stantiuly  above  where  they  otherwise  would  i>e.  But  it  would  provide 
solid  insurance  in  case  of  an  unforeseen  price  decline. 

5.  Benefits  would  be  in  the  form  of  payments,  which  would  serve 
to  induce  participation  and  to  5u[)plement  incomes.  The  level  of  pay- 
ments could  be  set  in  accordance  with  various  criteria.  I  have  indicated 
that  for  gome  specified  period,  payments  'should  be  approximately 
at  the  levels  of  recent  years. 

We  have  agreed  with  the  House  Committee  on  a  class  I  milk  base 
plan  that  makes  more  workable  the  plan  written  into  the  act  of  1965. 
The  agreed  plan,  which  is  voluntary  on  the  part  of  dairymen  and  dis- 
cretionary with  the  Secretary,  would  reduce  the  incentives  for  over- 
production that  are  natural  to  the  blended  price  found  in  most  milk 
marketing  orders. 

It  would  provide  access  to  markets  for  new  producers  on  what  we 
think  are  reasonable  terms,  would  permit  relative  freedom  for  milk 
to  move  from  one  market  to  another,  and  would  hold  the  value  of  the 
base  t«  moderate  levels. 

RESOUBCE  ADJUSTKBNT 

The  resource  adjustment  part  of  the  proposal  includes  activation 
and  modest  expansion  of  the  small  scale  cropland  conversion  program, 
and  revival  of  what  was  known  as  the  greenspan  program,  which  is  a 
means  of  helping  towns  and  small  cities  acquire  the  land  needed  for 
parks,  recreation,  and  open  space. 

We  also  propose  the  launching  of  a  pilot  program  using  the  easement 
technique  for  long-range  wholelfarm  voluntary  land  retirement.  On 
land  retired  under  these  programs,  provision  would  be  made  for  joay- 
ments  that  would  improve  wildlife  habitat  and  promote  recreational 
use.  Even  when  combmed,  these  three  programs  would  be  small  scale, 
adding  some  3  or  4  million  acres  a  year  to  the  land  retired  from  crop- 
ping. In  recent  years,  cropland  diverted  under  Government  programs 
has  generally  ranged  from  50  to  65  million  acres. 

Our  proposal  would  move  in  the  direction  of  greater  reliance  on  in- 
dividual decisionmaking  and  a  stronger  role  for  the  commercial  mar- 
ket. By  making  our  farm  products  more  competitive  at  home  and 
abroad,  it  would  open  the  possibility  for  market  growth. 

By  permitting  more  efficient  use  of  resources,  we  would  somewhat 
reduce  production  costs,  relatively.  The  long-range  cropland  retire- 
ment provisions,  though  of  small  scale,  would  give  some  promise  of  en- 
during resource  adjustment,  with  the  hope  tiwt  we  might  in  time  get 
away  from  the  annual  diversion  programs  that  carry  the  problems 
along  without  solving  them. 

Meanwhile,  the  payments  would  cushion  what  would  otherwise  be 
a  disastrous  blow  to  farm  income.  Hopefully,  if  markets  grew,  and  cost- 
reducing  regional  shifts  in  production  occurred,  and  if  constructive 
long-range  land  retirement  were  achieved,  the  payments  could  be 
tapered  off. 
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FATMEMT  LIHTTATIONa 


Incorporated  in  our  proposal  is  a  provision  limiting  the  amount  of 
money  that  could  be  paid  to  any  person  under  any  one  conunodity  pro- 
gram. We  have  suggested  a  graduated  scale,  beginning  at  $20,000.  Un- 
der this  scale,  payment  would  be  as  follows : 


wu'r 

^m 

^»> 

s^m 

10%  MO 

II^MO 

^001^  BOO 

110.000 

You  note  that  the  maximum  payment  for  anyone  would  be  $110^000. 
To  the  same  degree  that  the  payment  limitation  restricted  a  man's 
benefits,  he  would  oe  exempted  from  the  set-aside  provisions.  In  order 
to  make  the  limitation  administratively  feasible,  the  limitation  would 
be  applied  crop  by  crop,  rather  than  producer  by  producer.  Some 
farmers  produce  several  price-supported  crops.  If  the  limitation  wen 
applied  to  the  farm  instead  of  to  eAch  of  his  respective  crops  we 
would  have  great  difficulty  in  knowing  how  the  wheat  and  the  cotton 
programs  should  be  administered  on  a  particular  farm,  while  staying 
within  the  total  limitation. 

I  know  that  mem'bers  of  this  committee  have  hod  grave  concern 
about  the  workability  of  a  payment  limitation,  and  properly  ao.  If 
a  low  limit  were  impoaed,  some  of  the  larger  farms  would  be  driven 
out  of  the  program  and  the  small  farms  would  have  to  bear  the  bnut 
of  the  acreage  reduction, 

l^e  limits  we  have  suggested  are  at  such  a  level  that  minimal  inter- 
ference with  the  family-sized  farms  that  produce  the  bulk  of  our  food 
and  fiber  would  result. 

Using  1968  program  payment  data,  we  have  estimated  the  poten- 
tial impact  of  a  payment  limitation  on  the  proposed  set-aside  pro- 
gram— assuming  payments  would  continue  at  about  present  levels.  If 
the  limitations  suggested  were  100  percent  effective,  the  resulte  would 
be  approximately  as  follows : 
Number  of  payees  affected : 

Cotton :  5,800  out  of  449,376, 

Feed  grain :  1,884  out  of  1,506,»48. 

Wheat :  1,416  out  of  831,830. 
Reduced  government  payments,  millions  of  dollars : 

Cotton :  42  out  of  payments  totaling  780. 

Feed  grain :  6  out  of  payments  totaling  1,522. 

Wheat :  5  out  of  payments  totaling  909. 
Additional  acres  that  would  have  to  be  set  aside  to  compensate  for 
large  farmers  who  would  go  outside  the  program : 

ODtton :  343,000  out  of  a  domestic  allotoient  of  11,100,000, 

Feed  grain :  146,000  out  of  a  base  acreage  of  138,100^000. 

Wheat :  63,000  out  of  a  domestic  allotment  of  18400,000. 
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These  additional  acres,  diverted  on  smaller  farms,  would  lec^uire 
additi<HiaI  expenditures  that  would  in  part  offset  the  savings  achieved 
through  limiting  payments  on  large  farms. 

The  CuAiRHAN.  Have  you  given  thought  as  to  the  maximum  that  a 
fanner  could  receive  if  he  planted,  let  us  sa^,  three  crops  t 

Secretary  Hakdin.  WeU,  theoretically  it  could  be  three  times  these 
figures.  In  practice  I  know  of  no  farm  that  would  fit  that  definition. 

The  Chairman.  You  restrict  this  to  one  crop.  And  it  is  entirdy 
possible  that  you  might  have  some  plant  as  many  as  three  crops? 

Secretary  Hawmn.  That  is  correct.  And  of  course  separate  set-asides 
would  be  required  for  the  three  crops.  The  total  set-aside  would  be 
greater  if  they  participated  in  all  throe  programs.  However,  to  put 
the  limit  on  a  farm  basis  rather  than  a  crop  oasis  makes  administra- 
tion extremely  difficult. 

The  Chairuan.  You  said  under  this  set^aside  program  that  you 
have  been  advocating  that  it  would  leave  the  fanner  wit^  more  liberty 
as  to  what  to  plant,  give  him  more  leeway  ? 

Secretary  Hakdin.  Right. 

The  Chairman.  That  is  somewhat  along  the  lines  of  the  Farm 
Bureau  program. 

Secretory  Hardin.  Let  me  give  you  an  example.  You  are  familiar 
with  the  provision  of  severalyears  ago  where  a  15-acre  exemption 
was  built  into  the  program,  Triis  has  been  continued  in  some  form 
down  to  the  present  time,  so  that  we  have  wheat  being  grown  all  over 
the  country.  It  is  our  thought  that  a  great  many  farms  in  the  heart 
of  the  com  belt — with  a  set-aside  proposal,  simply  because  com  is  a 
mora  profitable  crop — would  choose  to  plant  all  their  land  in  com 
rather  than  grow  a  small  field  of  wheat.  Eventually  these  allotments 
would  dry  up  and  be  reallocated  to  the  commercial  wheat  areas.  Tliis 
is  what  we  think  would  happen,  Mr.  Chairman. 

The  Chairman.  Would  you  do  away  with  the  historical  pluitings 
of  the  past  > 

Secretary  Hardtn.  We  would  not  require  them  to  give  them  up,  but 
if  they  did,  then  we  would  not  reestablish  them. 

Senator  Yodno.  Mr.  Chairman,  would  you  yield  for  a  question ! 

The  set -aside  would  be  optional;  would  it  not!  The  larmer  would 
have  the  option  of  deciding  whether  or  not  to  use  the  set-aside 
program. 

SecretaiT  Hardin.  Yes ;  he  would  have  the  choice  of  entering  the 
program,  but  if  he  came  into  the  program  he  would  have  to  set  aside 
certain  acres.  This  would  be  compulsory  to  get  the  benefit  of  the 
program.  Once  his  acres  were  set  aside  he  could  plant  them  all  in 
wheat,  com,  or  any  combination  at  his  discretion. 

Senator  Young.  He  would  not  have  the  option,  though,  of  operating 
under  the  present  procedures  or  the  set-aside  ? 

Secretary  Hardin.  No,  I  do  not  believe  so.  If  I  understand  your 
question,  the  answer  is  no. 

Senator  Miller.  May  I  ask  a  question  about  the  first  sentence  on 
page  13,  what  that  means  ? 

Secretary  Hardin.  I  do  not  understand  your  question. 

Senator  Miller.  In  the  case  of  a  $100,000  payment,  in  the  absence  of 
limitation,  the  payment  under  the  proposed  limitation  would  be  $80,- 
000.  That  is  a  20-percent  reduction.  Does  that  first  sentence  mean  that 
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he  would  be  able  to  increase  his  acreage  by  20  percent  that  he  other- 
wise would  have  had  to  put  in  the  set-aside i  I  do  not  quite  understand 
that. 

Secretary  Hardin.  Yes,  Senator  Miller.  We  would  require  only  the 
set-aside  at  the  same  rate  as  the  farmers  who  were  not  limited. 

Senator  Miixer.  In  other  wordSj  the  set-aside  acreage  would  be  re- 
duced by  the  same  percent  that  his  payments  would  be  reduced!  In 
other  words,  in  the  example  I  irave  you,  a  $100,000  payment  now  cut  to 
$80,000  is  a  20-percent  reduction  in  payments,  and  the  acreage  whi<di 
he  otherwise  would  have  had  to  retire 

Secretary  Hardin.  He  would  not  have  as  large  a  aet-aside  acreage 
as  would  be  the  case  if  he  had  a  full  payment 

Senator  Miller.  Would  it  be  in  the  same  percentage,  or  do  you  have 
that  refined  out  ? 

Secretary  Hardin.  Yes,  it  is  refined  out. 

Mr.  Palmby,  would  you  please  explain  furtherl 

Mr.  Palmbt.  The  answer,  Senator  Miller,  is  to  the  extent  that  his 
payment  is  reduced  through  the  statute,  his  set-aside  requirement 
would  be  reduced  commensurate  with  the  reduction  in  payment. 

Senator  Miller.  When  ynu  say  commensurate,  would  that  be  a  per- 
centage basis,  or  how  would  that  work  f 

Mr.  Palmbt.  Yes. 

Swiator  Miller.  So  a  20-percent  reduction  of  payment  means  that 
he  is  exempted  by  20  percent  in  the  amount  of  acreage  he  has  to  set 
aside? 

Mr.  Palmby.  Yes. 

Senator  Miller.  That  was  the  Wilcox  proposal  of  a  couple  of  yean 
ago,  as  I  recall. 

Mr.  Palhby.  This  graduated  payment  schedule  is  intended  as  a 
tapering  off  mechanism  that  would  not  unduly  jeopardize  the  pro- 
gram and  at  the  same  time  make  it  somewhat  palatable  to  those  peo- 
ple who  do  want  to  participate. 

Senator  Talmadoe.  Aren't  you  saving  that  if  you  buy  this  land  out 
of  production,  if  you  do  not  pay  him  K>r  it  he  can  produce  on  it,  to 
put  it  simply  ( 

Mr.  Palmbt.  Correct. 

Secretary  Hardin.  We  get  a  broader  participation  by  doing  it  this 
way. 

Senator  Cttrtis.  I  would  like  to  ask  a  couple  of  questions  on  the 
payment  limitation.  Up  until  now  I  felt  that  this  was  one  of  the 
things  that  would  have  to  be  accepted.  The  schedule  set  forth  here 
I  think  would  not  cause  any  great  hardship  to  the  State  of  Xebraskt. 
But  I  would  like  to  ask  the  Secretary  what  crop  would  be  reached  to 
the  greatest  extent  by  this  limitation  or  a  similar  one! 

Secretary  Hardin.  That  is  shown  on  page  14,  Senator  Curtis,  of  the 
testimony.  The  number  of  payees  affected  by  the  program  would  be 
5,800  in  the  case  of  cotton  out  of  almost  a  half  million,  1,800  out  of  a 
million  and  a  half  feed  grain  producers,  and  about  1,400  oat  of  SSl/KW 
wheat  producers. 

Senator  Curtis.  That  leads  me  to  my  next  and  final  question  at  this 
point.  Have  any  studies  been  made  as  to  whether  or  not  a  payment 
limitation  would  increase  the  production  of  livestockf 

Secretary  Hardin.  That  isadeep  one. 
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Senator  CuimB.  While  livestock  prodHcera  benefit  from  the  farm 
pn^^m,  they  are  not  directly  under  it.  If  limitations  are  imposed,  ia 
that  going  to  send  a  lot  of  people  info  livestock  ? 

Secretary  Hardin,  Senator  Curtis,  I  do  not  believe  it  would  affect 
livestock  production,  because  the  objective  would  still  be  to  divert  as 
many  acres  in  total  as  if  you  did  not  have  limitations.  Therefore,  the 
total  effect  on  grain  production  would  be  the  same — it  would  be  only 
the  pattern  that  would  be  different- 
Senator  CuHTis.  I  am  thinking  in  reference  to  the  cotton  producer 
who  has  to  take  this  limitation- 
Senator  Miller.  Would  the  Senator  yield? 

Senator  Curtis.  Yes. 

Senator  Miller.  On  page  14  of  the  Secretary's  statement  he  shows 
the  offset  or  the  trade-off  that  cotton  farmers  aneced  by  the  payments 
would  have;  namely,  those  cotton  farmers  which  would  have  their 
payments  cut  would  also  as  a  trade-off  have  343,000  more  acres  to 
grow  cotton  on,  if  I  read  that  table  correctly  on  page  14.  The, idea 
behind  that  is  that  they  are  not  going  to  come  out  of  the  program  and 
get  into  livestock  operations ;  they  are  going  to  stay  in  the  program. 
And  you  are  willing  to  trade  that  off,  that  additional  production,  for 
the  amount  of  the  savings  to  the  Federal  Government  is  that  about  it  ? 

Secretary  Hardin.  Yes.  Now,  there  is  this  additional  feature  on 
cotton.  We  do  want  to  have  a  set-aside  which  is  not  large  in  terms  of 
national  total,  but  large  in  terms  of  cotton  acreage.  There  is  land  in 
many  parts  of  the  cotton  belt  that  might  be  available  to  grow  soy- 
beans or  com  if  it  were  not  in  cotton.  This  is  one  of  the  reasons  we 
would  like  to  have  the  cotton  farmers  participating  in  the  set-aside, 
Again,  I  do  not  think  this  would  have  any  significant  effect  on  the 
livestock  industry.  I  just  do  not  see.  Senator  Curtis,  that  it  would  affect 
it  in  any  way,  to  any  degree. 

Senator  CuRna.  That  is  all. 

Senator  HoiiANo.  Mr.  Chairman,  I  notice  on  page  10  the  statement 
that  the  administration  program  is  to  be  called  the  set-aside  program. 
And  I  note  that  in  subsection  2  of  the  description  of  that  program 
he  says:  "It  would  apply  to  the  major  crops:  Wheat,  cotton,  ana  the 
food  grains-  There  has  been  no  attempt  to  apply  that  proposal  to 
tobacco,  rice,  wheat,  peanuts,  or  other  program  products,"  Etoes  that 
mean  that  any  price  support  received  for  those  other  crops  which  you 
have  mentioned  would  not  be  included  in  the  limitation  figure? 

Secretary  Hardin,  That  is  right. 

Senator  Hoij-AND.  It  would  not  be  included? 

Secretary  Hardin.  No  ;  each  has  a  separate  law  under  which  they 
are  now  operating. 

Senator  Holi.and.  I  understand.  But  suppose  a  commodity  producer 
produces  feed  grains,  let  us  say,  and  goes  above  the  figure  where  he 
can  claim  all  of  his  price  support;  suppose  he  also  produces  tobacco 
or  peanuts  or  rice  or  oeet  sugar.  I  want  to  be  very  clear  as  to  whether 
your  program  includes  those  payments  within  the  total  amount  which 
would  be  covered  by  the  limitations.  And  I  understand  now  that  yon 
say  it  would  not  be  included. 

Secretary  Hardin.  As  we  worked  it  out  with  the  House  committee, 
they  would  all  be  considered  separately  and  not  included  in  these 
totals. 
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Senator  Hou^kd.  Now,  as  to  cane  augur,  of  courae,  in  my  State 
those  who  produce  sugarcane  for  cane  sugar  do  not  as  a  rule  raignge, 
or  not  at  all,  to  my  knowledge,  in  the  prcxluction  of  these  three  com- 
modities which  you  have  mentioned.  But  as  to  beet  sugar  there  may 
be  cases  where  they  do.  And  that  is  the  reason  I  asked  the  question  that 
I  did. 

Mr.  Palhbt.  I  would  like  to  make  two  comments.  No.  1,  the  su^r 
legislation  is  separate  and  distinct  and  does  not  ccune  into  play  with 
what  we  are  talking  about  here. 

Senator  Holland.  Does  that  apply  also  to  wool? 

Mr.  Palmbt.  The  same  applies  to  wool. 

Now,  one  other  comment.  This  payment  limitation  does  not  include 
the  normal  price  support  operations,  meaning  the  loan  program,  or 
the  costs  of  the  CommodiW  Credit  Corporation  as  that  cost  is  affected 
by  the  loan  or  the  price  of  the  program  itself.  I  am  specifically  think- 
ing of  peanuts,  rice,  and  tobacco.  There  are  costs  inherent  in  the  prioe- 
support  loan  program,  as  is  the  case  with  the  commodities  that  we  ue 
talkmg  about,  that  do  not  come  into  play  or  which  are  not  covered  by 
this  payment  limitation.  Affected  are  the  direct  paymuits  applying 
to  cotton,  feed  grains,  and  wheat,  but  not  the  loan  operations. 

Senator  Holland.  Does  this  mean  that  if  the  loan  program  is  used 
by  a  producer  who  does  come  within  that  program,  and  is  entitled  to 
over  $200,000  of  j)ayments,  unless  this  reduction  program  would  apply 
to  him,  he  could  obtain  loans  and  then  could  fail  to  repay  those  loans, 
and  forfeit  the  products,  and  by  that  device  raise  the  total  of  what  he 
receives  above  the  limitations? 

Mr.  Palhby.  The  producer  will  have  an  open  end  authority  to  use 
the  loan  program. 

Senator  Hou^nd.  In  other  words,  a  producer  of  feed  grains,  for 
instance,  to  use  that  only  as  an  illustration,  who  would  produce  enon^ 
feed  grains  to  where  he  would  be  entitleid  to  receive  above  $200^000 
except  for  this  limitation,  could  extend  what  he  would  actually  receive 
by  the  use  of  the  loan  device  ? 

Mr.  Palmby.  That  is  correct,  except  that  it  is  quite  a  different  fea- 
ture of  the  program.  One  is  a  direct  price-support  payment  program, 
and  the  other  is  a  loan  program. 

Senator  Holland.  Ygs.  But  if  the  loan  was  at  a  sufficient  level  to 
repay  a  cost  of  production,  it  seems  to  me  that  the  door  would  be  left 
open  for  the  building  of  the  limitation^the  building  of  the  amount 
received  well  above  the  limitation. 

Mr.  Palhby.  That  is  correct;  the  benefits  would  still  be  there. 

Secretary  Hardin.  But  we  are  hoping  very  much  that  the  CongiM 
will  not  provide  for  that  high  a  support  program. 

Senator  Holland.  'What  higher  lonn  program  are  you  suggesting! 

Secretary  Hardin.  We  would  like  to  liave  it  at  a  level  that  would 
prevent  a  catastrophe  in  case  there  is  a  drastic  drop  in  prices,  but  in 
most  years  it  would  be  such  that  the  market  would  clear. 

Senator  Holl.and.  What  level  do  you  suggest,  for  instance,  for  feed 
grains  fuid  for  wheat  and  for  cotton?  Tliey  are  Uie  three  commodities 
which  you  embrace  in  our  so-called  set-aside  recommendations. 

Secretary  Hardin.  These  are  areas  that  we  still  are  diacuseing.  At 
today's  general  price  levels  I  think  we  have  to  tiiink  in  tMms  ci  ccvn, 
95  cents  to  a  dollar  a  bushel  as  a  loan  level,  wheat  perhaps  a  dollar  ten 
to  fifteen,  in  that  range,  cotton  at  about 
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Senator  Beujion.  Is  thia  net  to  the  fimtiNr,  or  do  you  take  off  the 
storage  <Hi  that! 

Secrettury  Habdin.  Mr.  Palnrbj,  can  you  help  me  on  thatf 

Mr.  FaiiMbt.  It  takes  off  the  storage  aa  of  now,  unless  k;  is  a  farm 
loan,  and  then  it  would  be  net. 

Senator  Belluon.  You  mean  to  sav  it  is  a  dollar  fifteen  for  wheat 
and  you  take  off  15  cents  storage  and  the  farmer  gets  a  dollar! 

Mr.  Palxbt.  It  would  be  a  dollar  fifteui  on  a  larm  storage  loan, 
in  titis  instance.  He  would  be  required  to  carry  it,  however,  for  tit« 
duratJ<Hi  of  the  loan. 

Senator  Bellmon.  What  about  if  the  fanner  desires  his  wheat  in 
a  terminal! 

Mr.  Palhbt.  The  storage  would  be  deducted. 

Senator  Belluon.  So  he  would  net  about  a  dollar! 

Mr,  Palmbt.  The  cost  to  the  fanner  of  the  storage,  depending  upcm 
the  part  of  the  United  States,  would  be  snnewhu^  from  7  to  10 
percent. 

The  Chaibhan.  Would  this  be  a  repayable  loan! 

Mr.  Falubt.  Yes.  It  is  a  nonrecourse  loan,  however. 

Suiator  Holland.  That  is  the  thing  I  am  exploring.  If  this  is  a 
nonrecourse  device,  and  if  the  loan  level  is  sufficiently  large  so  that 
it  would  serve  as  a  temptation  to  enlarge  the  limitation,  why  we  want 
to  know  that  before  we  act  upon  any  legislation  of  that  type. 

Secretary  Hakdin.  I  think,  Senator  Holland,  that  we  need  to  look 
very  seriously  at  these  levels.  In  the  long  pull  we  are  far  better  off 
to  let  the  market  price  prevail  and  use  our  payments  to  offset  any 
reduction,  and  try  to  broaden  our  markets. 

We  have  seen,  for  example,  what  has  happened  in  soybeans  this  last 
12  mcHiths  and  I  think  you  know  the  story — where  the  markets  were 
greatly  broadened  as  a  result  of  lowering  support,  and  exports  have 
mcreased — the  highest  increase  we  have  ever  had,  I  guess.  It  IcK^ 
like  we  will  sell  practically  all  of  tJie  1969  crop,  and  the  price  haa 
ccrnie  back  up. 

The  levels  of  on-the-spot  prices  out  in  the  farming  area,  are  now 
back  very  close  to  what  they  liave  been  with  the  higher  support.  We 
would  liKe  to  keep  this  option  open.  It  will  not  always  work.  In 
the  case  of  wheat,  we  would  have  to  get  concessions  from  some  of 
our  importing  countries  to  permit  the  price  to  be  more  effective  than 
it  is  now.  We  think  there  is  a  possibility  that  this  could  be  done.  If 
we  look  ahead  to  the  decade  of  the  seventies,  we  think  this  offers 
promise  of  enhancing  farm  income  much  more  than  can  be  done  in  any 
other  way. 

We  are  quite  concerned  as  we  look  back  over  the  past  decade  that 
until  riglit  now  we  have  been  doing  the  production  adjustment  on 
wheat  for  tlie  rest  of  the  world.  At  times  our  higher  support  has 
made  it  difficult  to  export.  In  any  event,  our  share  of  the  world  mar- 
ket on  wheat  has  declined,  for  wliatever  reasons.  We  think  we  can 
recoup  some  of  this. 

Senator  Holland,  Of  course,  that  is  true  even  in  a  larger  way  in 
cotton.  What  is  the  loan  price  that  you  have  determined  upon  ? 

Secretary  H.vbdin.  About  90  percent. 

Senator  Talm-vdoe.  It  is  90  percent  of  the  world  price,  about  18 
or  19  cents  a  pound. 

Secretary  Hardin.  That  is  right. 
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Senator  Taucadoe.  The  latest  Oovemment  fiffure  on  cost  ofprodnc- 
tion,  1966,  was  26  cents  a  pound.  And  since  fliat  time  the  Cojigmaa 
has  placed  a  minimum  wage  law  on  farmers.  That,  and  the  inflation 
factor,  have  probably  kicked  that  up  to  30  cents  a  pound  now.  You 
will  remember  in  1965  we  allotted  a  certain  amount  of  cotton  to  be 
produced  without  any  allotmente  whatever  for  export  only.  And  that 
would  address  itself  largely  to  the  Western  States.  And  only  about 
20  percent  of  that  allotment  was  produced.  So  that  means  that  the 
cost  of  cotton  production  in  this  country  is  so  high  that  it  cannot 
even  be  produced  in  California  without  subsidy. 

Secretary  Hardin.  I  think  there  was  one  provision  in  the  program 
that  you  just  mentioned,  though,  that  made  it  difficulty.  The  identity 
of  the  export  cotton  had  to  be  maintained  on  tlirough  the  matfeeting 
process.  This  was  very  inhibiting,  we  are  told. 

Senator  Talmaixje.  Yes,  sir. 

Senator  Yottno.  Mr.  Chairman,  may  I  ask  a  question! 

Mr.  Secretary,  I  do  not  follow  you  at  all  when  you  compare  soy- 
bean exports  with  wheat  exports.  Oil  crops  are  in  a  worldwide  short- 
age and  there  is  an  increasmg  demand.  Wlieat  is  quite  the  oppowte. 
The  price  sup(>ort  you  are  suggesting  for  wheat,  a  dollar  and  ten 
cents  a  bushel,  is  only  40  percent  of  parity.  You  are  moving  further 
in  the  direction  of  the  Brannnn  proposal  than  Brannan  himself  pro- 
posed, of  lower  and  lower  prices  and  production  payments. 

And  I  do  not  see  any  assurance  whatever  that  this  would  increase 
wheat  exports.  There  is  no  true  world  wheat  price  any  more.  It  is  a 
price  that  is  set  day  by  day,  largely  by  the  Canadians  and  the  United 
States.  They  set  their  price  every  day,  and  we  set  an  export  subsidy  to 
meet  it.  The  export  subsidy  now  is  only  about  10  or  12  cents  a  bnmtel. 
If  you  reduced  the  price  to  as  little  as  85  cents  a  bushel,  what  assuiuce 
would  there  be  that  the  Canadians  would  not  set  their  price  at  30  cents 
a  bushel  ? 

Secretary  Hardin.  I  think  the  assurance  you  have  that  it  would  not 
liappen  is  that,  when  you  reach  feed  grain  support  prices,  the  wheat 
price  has  to  stabilize. 

Senator  Youno.  France  sets  an  export  subsidy  in  excess  of  a  ddlar 
and  a  half  a  bushel  right  now. 

Secretary  Hardin,  Yes ;  they  do. 

Senator  Holl.\nd.  Mr.  Secretary,  what  was  the  reaction  of  the  com- 
mittee  in  the  other  body  to  this  limitation  suggestion  which  you  have 
outlined  to  us? 

Secretary  Hardin.  Well.  I  guess  we  are  still  to  get  the  final  reaction- 
sir,  because  the  committee  has  not  yet  vot<?d  out  a  program,  but  conver- 
sations have  indicated  great  interest  in  a  schedule  of  this  kind. 

Chairman  Poage  has  stated  on  several  occasions  that  our  suppwt 
prices  have  at  times  constituted  a  target  for  other  producing  awtB 
to  get  under,  and  therefore  it  interferes  with  our  ability  to  do  as  well  M 
we  might  otherwise  have  done  in  foreign  sales. 

Senator  Bellmon,  Mr.  Chainnan,  may  I  ask  aque^on! 

The  Chairman.  Surely. 

Senator  Bellmon.  These  payment  limitations,  what  is  the  purpcee 
of  them,  rejilly  and  candidly  ?  Isn't  it  jnst  to  lessen  criticism  that  comes 
from  the  Congressmen  and  Senators  who  represent  urban  constituents! 
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Senator  Talmadob.  That  is  what  the  Secretary  says  in  his  own  testi- 
mony ;  they  are  a  way  of  increasing  public  accepitance  of  the  program. 

Senator  Bellmon,  You  have  said  here  that  it  is  going  to  be  possible, 
in  your  proposal,  for  some  producers  to  qualify  for  up  to  $333,000 
theoretically. 

Secretary  Hardin.  Theoretacally. 

Senator  Bellmon,  You  are  perhaps  not  any  more  of  a  politician 
Hban  the  rest  of  us,  but  do  you  tnink  that  it  will  accomplish  the  objec- 
tive? It  seems  to  me  that  there  will  still  be  a  lot  of  criticism.  And  I 
wonder  why  the  Department  has  chosen  to  make  this  kind  of  a  pro- 
posal rather  than  a  flat  $20,000  or  $50,000  limit  ? 

Secre,ary  Hardin.  Senator  Bellmon,  many  of  the  provisions  we  are 
describing  here  represent  a  consensus  that  we  have  worked  out  with 
the  memfers  of  the  House  committee.  This  seemed  to  be  one  tiat  they 
were  willing  to  support;  whereas  for  a  smaller  or  larger  one,  there 
was  not  as  much  enthusiasm. 

■Senator  Bellmon,  The  House  voted  for  a  $20,000  one. 

Secretary  Hardin.  I  am  talking  about  the  committee  at  this  point, 
with  whom  we  have  been  working.  And  while  some  of  you  refer  to 
this  as  an  administratitm  bill,  it  is  a  program  to  be  worked  out  jointly 
with  the  House,  and  one  which  we  think  we  can  support.  It  is  not  neces- 
sarily in  all  instances  our  first  choice.  There  has  always  been  a  great 
deal  of  compromise  in  it  and  I  want  you  to  recognize  that. 

The  Chairman.  Mr.  Secretary,  I  understood  you  to  say  during  the 
course  of  your  remarks  that  it  was  your  idea  to  provide  income  to  the 
farmer  at  least  equal  to  what  he  is  now  getting. 

Secretary  Hardin.  Yes. 

The  Chairman.  TTiat  is  your  idea.  How  can  you  achieve  that 
if  you  do  away  more  or  lees  with  the  parity  concept  ?  That  is  what  you 
are  doing  with  cottcai,  and  that  is  what  your  goal  is  for  the  othera. 
And  I  am  wondering  whether,  without  some  kind  of  a  floor  for  eadi 
commodity,  you  can  expect  the  farmer  to  grt  as  much  as  he  is  now  get- 
ting. I  just  cannot  follow  you. 

Secretary  Hardin.  Wo  are  proposing  that  this  be  offset  with  the 
payments,  Mr,  Chairman. 

The  Chairman.  And  then  we  would  have  to  appropriate  that,  i 

Secretary  Hardin.  Yes. 

Senator  Talmadoe.  If  the  chairman  will  yield  at  that  point,  I  want 
to  pursue  that  one  step  further,  Mr.  Secretary. 

The  Chairman.  Go  ahead. 

Senator  Talmadge.  The  question  is  how  much  you  are  willing  to 
spend.  I  am  interested  to  know  how  much  the  adminiatnition  is  wilTing 
to  spend  on  the  cotton  program.  A  chart  prepared  by  the  Departmeoit 
shows  that  the  payment  should  total  about  $902  million  in  1970.  And 
the  Department's  proi  ections  indicate  that  under  the  set-aside  program 
$840  million  would  be  spent  in  1971.  There  is  no  indication  of  the 
amount  of  money  to  be  spent  in  subsequent  years.  If  *he  farmers  of 
this  Nation  are  to  make  outlays  on  equipment  they  must  know  w)iat 
to  expect  from  the  administration. 

Has  the  Departanent  reached  any  conclusions  on  this  issue,  Mr. 
Secretary? 

Secretary  Hardin.  Yes.  We  think  you  may  want  to  specify  maybe 
3  years  or  something  like  this,  so  that  these  levels  would  be  orotected. 
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I  do  not  think  you  can  go  beyond  that  because  I  do  not  know  wh«t  the 
circumstances  will  be. 

Senator  Talmadge.  I  agree  with  the  chairman  on  that.  I  think  we 
are  going  to  have  to  have  some  firm  basis  so  that  the  fanner  can  an- 
ticipate what  he  is  going  to  receive.  I  concur  with  your  view  and  ap- 
parently that  of  Chairman  Poage  that  the  loan  level  must  be  left 
relative!}  low  so  that  we  can  compete  in  the  world  channels  of  trade 
and  so  that  these  commodities  can  flow  into  the  market  channels  r^her 
than  the  CCC  warehouses.  But  I  think  the  farmer  is  going  to  have 
to  have  some  indication  of  what  his  payment  rate  is  gomg  to  be  over 
and  above  his  loan  if  he  complies  with  this  program. 

Secretary  Hardin.  We  feel  that  way  too,  Sisnator. 

Senator  Talhadoe.  And  I  think  we  are  going  to  have  to  amend  the 
bill  substantially  in  that  regard. 

The  Chahuian.  Areyou  proposing  a  bill ! 

Secretary  Hardin.  Not  a  bill. 

The  Chairman.  It  is  just  ideas. 

Senator  Taluadqe,  I  thought  I  saw  adraf  t  bill,  thou^ 

Secretary  Hardin.  We  did  have  a  draft  bill.  It  h^  been  substan- 
tially modified  now.  Hopefully  the  House  will  have  one  shortly. 

The  Chairman.  I  did  not  see  it. 

I  am  very  hopeful  that  you  can  draft  a  bill  that  will  maintain 
the  parity  concept,  construct  a  floor  under  which  prices  will  not  go 
lower.  We  have  been  dealing  with  65  percent  of  parity  all  along,  and 
I  do  not  see  how  we  can  deviate  from  that  and  at  the  same  time 
assure  the  fanner  the  same  income  that  he  is  now  obtaining.  It  ia  just 
that  simple. 

Senator  Holland.  Mr,  Chairman,  I  want  to  pursue  the  matter  that 
Senator  Bellmon  brought  up.  I  a^ree  with  his  su^estion,  or  the  im- 

filication  at  least  that  I  got  from  his  questions.  I  do  not  believe  that  the 
imitation  here,  which  could  come  to  as  much  as  $330,000  payments, 
without  any  loan  for  the  future  to  a  single  producer  producing  the 
three  commodities  mentioned,  I  do  not  believe  that  is  a  salable  limi- 
tation. And  as  the  Senators  know,  I  have  been  pretty  much  asainst 
this  situation  now  for  about  3  years  in  meeting  this  effort  to  impoee 
limitations.  I  do  not  believe  that  that  limitation  is  sufficiently  prac- 
tical to  be  salable.  And  I  do  not  know  whether  Senator  Bellmon  goes 
that  far.  He  indicated  he  might.  But  that  is  my  feeling,  and  a  very 
strong  feeling,  that  we  cannot  go  into  the  forum  of  the  Senate  and  tiu 
House  and  sell  it  with  limitations  that  tie. 

I  regret  thii*  that  is  the  case.  But  I  think  it  is  the  case. 

I  wonder  if  the  Senator  from  Oklahoma  meant  just  that  in  his 
suggestions  of  a  while  agof 

Senator  Bem.mon.  Yrs,  fit:  that  wa"  my  thf^ifht  niy  the  matter.  I  am 
not  sure  that  even  if  the  Bureau  were  qualifled  for  only  two  crops 
that  would  give  him  225,000.  And  this  is  still  a  very  large  amount  to 
a  lot  of  urban  representatives. 

Senator  Hou.and.  He  might  have  payments  on  these  crops  not  widiin 
these  commodities  at  all.  That  would  further  complicate  his  situation. 

Secretary  Hardin.  Let  me  just  say  here,  if  I  may,  Senator  Holland 
and  Senator  Bellmon,  that  we  have  been  a  little  hesitant  to  come  out 
with  a  flat  limitation  program  because  of  the  political  history  of  this 
particular  issue.  Once  the  Congress  has  determined  what  these  limitt- 
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tions  should  be,  we  would  like  an  opportunity  to  refactor  the  finer 
points  of  the  progr&m  to  accomplish  the  objectives  that  we  all  want  to 
accomplish.  As  we  indicated  to  you  when  that  was  debated  some 
months  ago — the  rider  on  the  appropriations  bill — we  made  a  strtmg 
plea  that  it  be  tnken  off  and  reconsidered  nlnntr  with  new  legislation. 
We  still  feel  that  there  are  several  types  of  things  that  can  work 
effectively,  but  we  need  to  know  what  they  are  before  we  finally  lock 
up  the  program. 

Senator  Holland.  I  think  you  want  us  to  be  frank.  And  my  frank 
reaction  is,  Mr.  Secretary,  having  been  through  this  fight  for  3  years, 
that  the  limitations  proposed  here  do  not  approach  the  practical  level 
to  make  them  salable  to  the  Congresa 

It  may  that  1  will  find  other  Senators  who  differ  from  that,  but 
that  seems  rather  clear  to  me  as  I  look  at  this  set  of  suggestions.  As 
I  say  again,  I  regret  that  the  feeling  is  as  it  is,  because  I  think  it  is 
not  very  sound.  I  think  that  to  try  to  apply  a  $20,000  limitation  overall 
applicable  to  all  commodities  covered  by  the  program  simply  would 
invite  destruction  rather  than  any  constructive  sdution  of  the  prob- 
lem. And  I  believe  that  other  Senators  who  have  always  participated 
in  this  effort  here  to  keep  the  program  constructive  ratner  than  to 
simply  destroy  it  will  be  of  that  same  feeling.  But  I  hope  that  they 
will  express  themselves. 

Senator  Miller.  Mr.  Secretary,  last  year  at  the  time  that  $20,000 
payment  limitation  was  being  considered,  I  understand  you  testified 
very  strongly  against  it 

Secretary  Hardin.  Right. 

Senator  Holland.  No, lie  was  ve^,  very  helpful. 

Senator  Miller  (continuing).  One  reason  being  that  that  would 
have  discouraged  a  number  of  large  producers  from  participating  in 
the  programs  so  that  it  would  have  aggravated  the  surplus  problem. 
And  the  other  is,  as  I  recall  it,  that  it  would  have  cost  the  Department 
of  Agriculture  several  million  dollars  because  of  the  snapback  provi- 
sion m  the  Cotton  Act. 

Secretary  Hardin.  That  is  correct. 

Senator  Miller.  What  was  your  estimate  on  the  cost  that  the  snap- 
backprovision  would  cause? 

Mr.  Palmbt.  At  that  time  it  was  estimated  at  about  $165  million. 

Senator  Miller.  I  find  a  lot  of  misunderstanding  among  some  peo- 
ple who  like  this  $20,000  limitation  idea.  They  do  not  understand  scene 
of  the  implications  of  it.  And  to  avoid  a  cost  of  $160  million  you  would 
have  to  change  the  snapback  provision,  would  you  not? 

Senator  Holland.  That  would  bring  up  the  cost,  ttie  snapback. 

Secretary  Hardin,  You  arecorrect. 

Senator  Millek.  May  I  ask,  did  you  consider  a  payment  limitation 
commodity  by  commodity?  For  example,  the  problem  with  cotton 
seems  to  be  considerably  different  from  the  problem  with  feed  grains 
and  wheat,  because  there  are  so  many  large  cotton  producers.  Would 
it  be  feasible  to  have  a  limitation  with  respect  to  cotton,  and  another 
with  respect  to  wheat,  and  another  limitation  with  respect  to  feed 
grains?  It  seems  to  me  that  that  might  meet  the  realities  a  little 
better. 

Secr^ary  Hardin.  I  think  it  could  certainly  be  done. 
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The  Chairhak.  I  think  you  could  do  it  as  to  wheat  and  com.  Com 
stands  out  because  you  consume  about  85  or  86  percent  of  your  prod- 
ucts. It  is  not  as  bad  in  that  area  as  it  would  be  in  wheat  and  cotton, 
which  depend  so  much  on  the  export  of  much  of  their  crop. 

Senator  Miller.  That  is  right.  And  then,  Mr.  Chairman,  the  num- 
her  of  laree  producers  in  each  of  those  commodities  is  considerab^ 
different,  being  especially  lieavy  in  cotton. 

T^e  Chairman.  I  wonder  if  we  could  not  get  around  this  problem 
altogether  by  simply  working  out  some  guarantee  to  the  farmer  that 
he  will  get  65  percent  of  parity  on  the  cotton  produced  cot  allotted 
acres  through  Government  purcnase  of  the  cotton.  Why  cant  we  just 
fix  the  nmount  and  do  away  with  the  direct  payments  altogether' 

Secretary  Hardin,  I  think  you  can  do  that. 

The  CHAnauN.  Surely.  Do  away  with  payments  altogether. 

Secretary  Hardin.  But  if  you  do  it  there  are  certain  tnings  that  have 
to  go  with  it,  or  it  would  not  wOTk. 

'Hie  Chairman.  I  think  it  would  be  workable  primarily  wilh  wheat 
and  cotton.  Now,  when  you  come  to  com  I  doubt  that  it  would  woric  so 
well,  because  com,  as  I  have  heretofore  said,  has  never  been  wedded  to 
any  of  these  programs.  Com  has  been  a  commodity  that  would  never 
vote  upon  itself  a  limitation  of  acres.  And  yet  it  has  had  a  support 
price  as  much  as  a  dollar  and  a  half  a  bushel  without  any  such  limi- 
tations. And  it  strikes  me  that  we  ought  to  give  thought  to  making  it 
certain  that  on  allotted  acres  of  cotton,  let  us  say,  the  farmer  will  get 
a  certain  percentage  of  parity,  and  forget  about  the  loans,  because  3  a 
loan  program  is  put  into  effect,  sooner  or  later  the  Conunodity  Credit 
takes  over.  Why  not  let  the  Commodity  Credit  buy  directly  ? 

Let  us  give  thought  to  that. 

Secretary  Hardin.  Well,  it  wilt  mean  that  practically  all  the  cotton 
will  be  handled  by  Commodity  Credit. 

The  Chairman.  Well,  you  could  give  options.  It  may  be  that  some 
farmers  would  like  to  gamble  a  little  bit  on  their  cotton.  Let  them  keep 
it  if  they  desire,  if  they  think  they  can  get  more  than  65  percent  of 
parity. 

Senator  TAUiAoaE.  Mr.  Chairman,  one  variatitMi  of  that  that  the 
committee  might  want  to  consider  at  the  present  time  in  reference  to 
cotton  is  a  variation  of  the  payment  system  used  in  sugar  which  would 
mean  a  high  payment  for  so  many  Imles,  and  a  gradual  reduction  on 

{layments,  according  to  the  bales  produced.  If  we  introduce  a  paymmt 
imitation  on  cotton.  I  think  that  is  the  best  way  to  do  it. 

The  Chairman.  What  I  have  in  mind  is  that  unless  you  can  provide 
support  for  the  price,  what  the  farmer  expects  to  obtain,  at,  say,  65 

ferceat,  that  those  farmers  will  have  a  lot  of  trouble  getting  nnanced. 
f  it  is  left  to  guesswork  as  to  what  they  will  finally  get,  what  Congreas 
will  finally  vote,  why  I  am  sure  it  would  cause  a  lot  of  trouble. 

Senator  Talmadge.  Of  course,  T  think  you  do  have  to  have  sotoe 
guarantee  on  what  the  fanner  is  going  to  get.  But  a  guarantee  against 
loans  and  payments  amounts  to  the  same  thing.  Of  course,  the  big  prob- 
lem is  lettmg  it  all  flow  into  the  CCC ;  it  all  jpses  into  the  hands  of  the 
Government.  The  Government  has  got  to  handle  the  warehousing  of  it, 
the  sale  of  it,  and  ^ving  it  away,  and  it  would  not  compete  in  world 
markets.  Therein  hesyour  problem. 

The  Chairman,  I  concede  that.  But  it  s^kes  me  l^ist  we  oll|^  to 
work  some  way  so  that  we  can  trade. 
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Senator  MiUiHS.  When  you  say  you  cmcede  that,  it  need  not  be  that 
way.  The  Commodity  Creait  Corporation  could  meet  the  world  prices. 
How  are  we  going  to  handle  itt  Are  we  going  to  handle  it  through 
allotment  to  the  CCC  and  the  export  market,  or  are  we  going  to  handle 
it  through  an  export  subsidy,  or  in  low  loan  prices  which  will  compete 
in  the  market  or  make  up  for  it  by  taxes  to  make  more  payments  ? 

You  can  skin  the  cat  in  any  one  of  those  ways.  But  we  have  got  to 
meet  that  export  problem.  And  the  thing  is,  I  think,  which  is  the  most 
^cient  way  to  do  that. 

Secretary  Hardin.  Senator  Miller,  as  you  well  know,  if  we  should 
put  Cranmodity  Credit  into  the  driver's  seat  and  do  the  marketing  both 
domestically  and  abroadj  there  would  have  to  be  what  amounts  to  an 
raport  subsidy  to  move  it  abroad.  We  immediately  run  into  a  viola- 
tion of  the  rules  of  the  GATT  and  I  think  it  complicates  our  situatitm 
on  other  farm  exports. 

We  have  attempted  to  accomplish  the  same  thing  here  in  a  manner 
that  does  not  run  afoul  of  the  GATT  rules.  As  long  as  we  make  our 
|>ayment  on  a  domestic  allotment  and  permit  the  domestic  price  to  be 
tied  to  the  world  market  price,  we  can  continue  our  across-the-board 
effort  in  Government  to  develop  an  atmosphere  of  freer  trade  around 
the  world.  I  believe  ultimately  that  this  will  help  us  more  than  it  will 
hurt  us  in  our  balance-of-payment  problems.  I  think  you  can  accom- 
plish the  same  thing  by  payments  and  the  somewhat  lower  export 
price  which  will  permit  the  market  to  clear  and  keep  the  Commodity 
Credit  out.  I  believe  sincerely  that  we  will  have  a  stronger  cotton  and 
wheat  economy  in  the  years  ahead  if  we  do  this. 

Senator  Miller.  Mt.  Secretary,  let  me  just  quote  from  the  GATT 
rule,  because  I  am  running  into  a  lot  of  concern  on  the  part  of  farmers 
on  this  point : 

n  the  export  of 

Which  of  course  includes  agricultural  products — 

if,  bowever,  a  coDtracUng  party  Krants  directly  or  iBdlicctly  aoy  form  of  8iil>- 
sldy  wlilcb  operates  to  increase  tlie  export  of  any  primary  product  from  ite  terri- 
tory, sucb  subsidy  ebail  not  be  applied  in  a  manner  wblcb  results  in  that  cod- 
tracting  party  baving  more  than  an  equitable  share  of  world  export  trade  In  tbat 
product. 

Kow,  we  can  make  an  argument,  I  would  think,  of  what  is  an  equi- 
table share  for  us.  Quite  enviously,  since  our  export  trade  has  gone 
down  in  recent  years  we  can  certainly  go  back  up  to  what  it  was  and 
probably  have  some  play  beyond  that.  So  I  rim  into  people  who  say, 
why  cant  we  operate  within  the  GATT  rule,  because  of  the  rather 
indefiniteness  of  the  rule?  And  some  farmers  are  concerned  that  if 
they  do  not  have  a  fair  price  they  are  going  to  have  a  lot  of  trouble 
in  their  economy.  And  they  cannot  understand  why  they  cannot  have 
a  fair  price  either  in  the  market  price,  which  I  know  you  are  ulti- 
mately aiming  at,  or  in  higher  price  exports,  and  make  up  for  that 
through  export  subsidies  which  indeed  meet  the  GATT  rule. 

Now,  I  must  confess  my  ignorance  on  this  point  until  just  recently. 
I  thought  that  export  subsidies  were  pretty  much  taboo.  I  am  now 
advised  that  they  are  not  taboo  at  all,  certainly  not  to  restore  the  share 
of  the  market  that  we  had  before,  and  probably  some  price  beyond  that, 
because  the  word  is  an  equitable  share. 
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Secretary  Habdin.  Could  I  ask  Mr.  Palmb;  to  respond  to  this  t 

The  Ciuiiuf  AN.  Sure. 

Mr.  Palmbt,  Senator  Miller,  you  are  absolutely  right,  that  sub- 
sidies of  course  are  bein^  used,  probably  more  rather  than  less  by 
exporting  countries,  particularly  now  that  the  European  Community 
has  become  a  major  exporter  of  many  items.  However,  in  the  last  few 
years  we  have  not  used  export  subsidies  generally  on  coarse  grains. 
We  do  continue  in  some  manner  to  subsidize  the  export  of  wheat. 
Through  this  one  price  system  on  cotton  direct  subsidies  hare  not 
been  t^ed. 

What  the  Secretary  is  saying  is  that  this  one  price  system  on  cotton — 
and  if  the  same  would  be  appUed  on  wheat — is  a  more  effective  way  to 
service  the  export  market  day  by  day,  and  over  a  period  of  time  should 
give  us  a  greater  chance  for  growth  in  the  export  market. 

Senator  Miller.  In  other  words,  it  is  the  most  efficient  of  those 
three  ways  I  mentioned. 

Mr.  Palmbt.  Yes. 

And  if  I  could  ^  on  just  a  bit  more.  It  has  proven  to  work  quite  well 
in  the  coarse  grains,  and,  of  course,  on  the  one  big  oilseed  that  the 
Secretary  described,  because,  by  having  the  marlwt  free  of  the  pre- 
miums and  discounts,  et  cebaTa,  private  trade  can  best  administer  and 
come  into  play.  If  it  comes  through  the  Corporation  as  such,  there  is 
not  that  flexibility  from  day  to  day.  I  think  history  has  proven  to  us 
that  this  is  a  much  more  cumbersome  way  to  be  a  major  factor  in  the 
export  market. 

Senator  Miller.  May  I  carry  this  just  a  step  further  t  I  know  the 
objective  of  the  Secretary  and  the  Department  has  been  to  move 
toward  stronger  markets,  domestic  markets.  M^ow,  if  we  do  achieve 
that  objective,  those  stronger  domestic  markets  certainly  are  going  to 
be  higher  than  world  markets  in  a  good  many  cases. 

The  question  is,  if  we  do  achieve  that  objective  on  our  domestic 
prices,  how  can  we  compete  in  world  markets  without  going  to  a 
subsidy  ? 

This  is  perhaps  the  most  difficult  question  I  have  on  the  whole 
follow-on  program,  because  I  want  to  see  better  market  prices  for  our 
farm  commodities  in  the  domestic  market,  and  at  the  same  time  I  want 
to  see  our  exports  increase.  And  I  cannot  see  how  we  are  going  to 
achieve  those  two  objectives  without  some  kind  of  an  export  subsidv. 

Mr.  Palmbt.  I  would  like  to  make  one  more  comment.  The  whwe 
principle  of  the  set-aside  as  it  relates  specifically  to  cotton  and  wheat— 
and  to  a  lesser  degree  to  com  and  feed  grains — is  to  gear  the  payment 
and  the  reward  to  the  producer  on  that  portion  which  is  used  domes- 
tically, so  as  to  maintain  income,  and  to  give  an  open  end  muscle  ap- 
proa<-h  to  the  export  market.  That  is  the  concept. 

Now,  carryinc  it  a  bit  further,  when  you  say  that  the  domestic 
market  price  feels  the  pull  of  the  export  market,  then  at  what  point  do 
we  then  no  longer  become  competitive  *  I  think  our  experience  has  been 
generally  that  it  is  not  so  much  the  increase  in  the  price  through  the 
years,  but  the  guarantee  of  holding  an  umbrella  over  many  other 
countries  that  invites  more  competition. 

This  does  not  mean  that  the  market  cannot  rise,  but  it  is  just  a  matter 
of  holding  this  umbrella. 
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Senator  Millis.  So  your  answer  is  really  that  jjou  anticipate  that  the 
world  price  would  be  coming  up,  so  that  we  will  not  have  to  worry 
about  tne  subsidy  as  our  own  domestic  price  comes  up  ( 

Mr.  Palmbt.  Yes.  And  I  would  hasten  to  say  that  there  undoubtedly 
will  be  times  when  I  am  sure  we  and  the  Congress  will  want  to  con- 
tinue to  utilize  the  subsidy  authority,  if  that  is  necessary. 

Senator  Miller.  That  is  the  necessary  questi(Hi.  You  do  feel  that 
you  oueht  to  have  subsidy  authority  in  here  so  that  within  the  limitft- 
tions  of  the  GATT,  if  it  was  necessary  to  enable  us  to  compete,  as  our 
dwnestic  prices  were  improved,  you  could  then  put  those  subsidies 
iirto  effect? 

Mr.  Palhbt.  And  the  Secretary  has  ample  authority  under  the 
Charter  Act  of  Commodity  Credit. 

Senator  Miller.  Thank  you  very  much. 

Senator  Curtis,  On  this  subject  of  payment  limitations,  may  I  aak 
what  is  included  in  the  limitations!  Just  the  direct  subsidies! 

Secretary  Haroin.  Just  the  direct  payment  as  it  is  now  written. 

Senator  Curtis.  In  other  words,  the  Commodity  loans  would  not  be 
included  in  that! 

Secretary  Hardin.  No. 

Senator  Curtis.  It  seems  to  me,  Mr.  Chairman — vnd  I  cannot 
speak  for  the  cotton,  I  just  do  not  know  at  what  level  it  would  be  dis- 
ruptive or  at  what  level  other  problems  mieht  arise— that  politically 
this  is  as  easy  to  sell  as  any  other  plui  to  the  nonfarming  public,  be- 
cause the  point  is,  the  restriction  begins  at  20,000.  There  is  something 
to  be  said  for  tapering  in  order  to  make  things  equitable  and  workable. 

And  also  it  would  eliminate  some  of  the  very  lar^  payments  that 
generate  publicity,  and  therefore  add  to  the  h&rdEdiip  of  getting  any 
legislation  through  the  Congress  for  the  beneiit  of  agriculture. 

The  Chairman.  Grentlemen,  it  is  now  12  KK.  We  have  reached  only 
page  14  of  the  Secretary's  statement  of  19  pages.  The  ctmimittee  will 
stand  in  recess,  if  there  is  no  objecticsi  until  2  o'clock. 

(Whereupon,  at  12 :05  p.m.  the  committee  recessed,  to  reccHivene  at 
2  p.m.  on  the  same  day.) 

AFTERNOON  SESSION 

The  Chairman.  The  committee  will  please  come  to  order. 

Mr.  Secretary,  you  may  proceed. 

Secretary  Hardin.  Mr.  Chairman,  I  am  on  page  15  of  my  prepared 
statement. 

If  limitations  were  imposed,  some  large  farms  would  be  divided 
either  by  sale  or  lease,  and  operated  as  several  units.  We  do  not  know 
how  many  farms  would  be  affected  in  this  way.  Whatever  the  ex- 
perience would  be,  savings  and  program  impact  would  be  affected 
proportionately.  The  more  we  study  the  problem  the  more  convinced 
we  become  that  payment  limitations  are  not  a  very  effective  way  of 
reducing  program  costs.  They  are  a  way  of  increasing  public  accept- 
ability of  the  programs. 

Now  we  come  to  Public  Law  480, 

The  Chairman.  Before  you  go  into  that,  Mr.  Secretary,  what  differ- 
ence does  it  make  if  the  acreage  that  is  to  be  diverted  comes  from  a 
large  farm  or  a  small  farm,  when  the  objective  is  to  produce  only  a 
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sufficient  amotmt  of  cotton  or  wheat  or  com  in  order  to  meet  our  eoc- 

port  and  d<Hnestic  needs? 

Secretary  Hardin.  In  terms  of  total  needs,  it  probably  makes  veiy 
little  difference.  You  could  get  to  a  point  where,  if  all  of  the  large 
farms  were  staying  out  of  the  program  and  all  adjustments  were  l^ 
ing  made  on  the  small  farms,  the  acreajges  on  the  small  farms  coald  be 
reduced  below  the  point  of  ^ciency.  'Hiat  would  be  the  cmly  concern 
there,  I  think. 

The  Chairuan.  But  the  point  I  wanted  to  stress  was  that  the  costs 
would  not  vary  much,  except  that  it  is  necessary  that  acreage  be  re- 
duced if  we  are  to  reach  our  goal  of  production  m  keeping  with  what 
you  say  is  necessary  for  domestic  and  export  needs. 

Secretary  Hardin.  It  could  have  the  effect,  if  too  much  adjastment 
was  made  on  the  small  farms  of  taking  a  farm  that  was  marginaUy 
efficient  anyhow  and  pushing  it  below  the  line.  I  think  this  is  aome- 
thing  that  ^ould  be  watched. 

TEe  Chairman.  Proceed. 

PUBUO  LAW  480 

Secretary  Hardin.  We  recommend  extension  of  Public  Law  480, 
which  is  scheduled  to  expire  December  31  of  this  year,  as  part  of  the 
package.  The  act,  we  think,  should  be  extended  with  only  a  few  chan- 
ges. These  changes  would  remove  the  present  prohibition  against  sides 
agreements  with  the  Soviet  Union  and  Communist  China  and  maka 
these  countries  subject  to  the  same  provision  of  the  act  as  other  coun- 
tries if  the  President  should  deem  it  in  the  national  interest  to  do  soi 
And  may  I  add,  but  retain  the  prohibition  against  the  sales  to  ooon- 
tries  which  sell  anythingto  North  Vietnam, 

Senator  Dole.  That  eTiminates  those  two  countries. 

Secretan' Hardin.  Yes,  sir. 

Senator  Dole.  That  is  an  improvement. 

Mr.  Curtis.  Could  I  ask  a  question ! 

The  CHAiRitAN.  Yes. 

Senator  Cdrtis.  You  mean  it  eliminates  Soviet  Russia  and  Com- 
munist China  t 

Senator  Dole.  It  does  now. 

Secretary  Hardin.  Surely. 

The  Chairman.  I  wonder  if  you  could  give  us  an  idea  as  to  under 
what  conditions  this  authority  would  be  used,  and  what  would  be  iht 
terms  of  the  sales  f 

Secretary  Hardin.  It  probably  would  be  used  very  sparingly  if  it 
all.  It  is  of  particular  concern  to  two  or  three  of  the  Eastern  Guropetn 
countries  where  we  have  trade  relations.  I  suspect  the  President  feels 
that  this  would  give  him  a  little  more  elbow  room  in  bar^ining. 

The  Chairman.  I  have  been  advocating  cash  sales  with  Russia  for 
quite  some  time.  I  do  not  see  why  we  should  not.  In  the  past  our  erst- 
while allies  frran  the  West  have  been  buying  from  us  and  then  con- 
verting that  into  usable  commodities  and  selling  it  to  the  Russians. 
In  other  words,  they  have  been  more  or  less  like  our  agents.  And  I  do 
not  see  why  we  should  not  have  sold  directly  to  the  Russians,  since  oar 
allies  have  been  doing  so.  And  I  think  they  have  created  a  trade  with 
the  Soviet  as  well  as  all  the  countries  of  Eastern  Europe  amounting  to 
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$i  billion  or  $6>  billion  while  we  were  there  with  oar  mouths  open 
doing  nothing  about  it. 

Secretary  Hardin.  I  think  the  key  line  is  the  last  one.  I  put  in, 
keeping  theprohibition  against  the  countries  selling  to  North  Vietnam. 

Senator  Cijsns.  May  I  ask  a  question. 

I  remember  the  enactment  of  Public  Law  480,  and  I  have  followed  it 
over  the  years  somewhat.  Just  concisely  tell  us  how  it  is  operating 
now.  When  you  make  a  sale  what  happens } 

Secretary  Hardin.  Clarence,  you  may  need  to  help  me  on  this.  Pub-^ 
lie  Law  480  consists  of  four  separate  titles.  First  of  all,  total  Bales 
under  titje  I,  Public  I^aw  480  amount  to  about  a  billion  dollara  a  year. 
Increasingly,  under  diiectioiw  from  the  Congress,  the  terms  have  be- 
come harder  and  harder.  This  year  we  are  at — what  are  we,  60  per- 
cent or  80  percent  ? 

Mr.  Palmbt.  About  two-thirds. 

Secretary  Harmn.  About  60  percent ! 

Mr.  Palmbt.  Yes, 

Secretary  Hardin,  About  60  perceoit  of  sales  is  in  hard  currency  and 
about  40  percent  is  in  soft  currency. 

Mr.  Pautbt.  That  is  right. 

Secretary  Hardin.  Next  year  hard  currency  sales  are  scheduled  to  go 
up  to  80  percent  against  20  percent  in  soft  currency  sales. 

Mr,  Palhby.  That  is  right.  After  this  year  we  expect  that  all  that 
will  be  left  will  be  local  currency  sales  to  Vietnam. 

Senator  Yocnq,  There  is  also  a  section  where  we  give  away  food  for 
famine  relief. 

Secretary  Hardin.  That  is  right. 

The  Chairman.  That  is  under  title  I  you  are  speaking  of  now! 

Secretary  Hardin.  No,  sir;  famine  relief  is  an  aid  program  under 
title  II.  Title  I  is  where  the  curbs  are  stiffening. 

The  Chairman,  Those  are  sales  of  hard  currency  on  time,  are  tiiey 
not,  20  years? 

Secretary  Hardin.  Yes. 

The  Chairman.  What  is  the  rate  of  interest? 

Mr.  Palmbt.  A  minimum  of  2  percent  during  the  grace  period  and 
3  percent  thereafter. 

The  Chairman.  You  might  as  well  give  it  to  them.  That  is  what  I 
have  been  saying  all  along,  that  they  do  not  amount  to  a  cash  sale  in 
my  book.  So  when  you  say  a  cash  sale  I  think  it  is  a  misnomer,  because 
it  IS  payable  in  20  years  at  2  percent  interest. 

Senator  Curtib.  What  advantage  if  any  does  a  foreign  country  have 
buying  under  Public  Law  480  if  they  use  hard  currency  and  pay  for 
it  ?  Do  they  get  a  better  deal ! 

Secretary  Hardin,  Yes ;  the  low-interest  loan. 

Senator  Curtis.  The  low-interest  loan? 

Secretary  Hardin.  Yes. 

The  Chairman.  And  they  repay  that  in  20  years. 

Senator  Cinrns,  Do  they  get  any  advanti^es  in  delivery  cost? 

Secretary  Hardin.  No. 

Senator  CnRxis.  What  is  the  net  cost  of  our  Public  Law  480  pro- 
gram? 

Mr.  Palmby.  Might  I  comment  on  that? 

Our  annual  expenditures  are  about  a  billion  doUare  a  year.  Theee 
funds  are  used  in  sales  programs  all  the  way  from  nearly  hard  terms 
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down  to  the  long  term  credit  or  local  currency.  As  indicated,  a  higher 
and  higher  percentage  of  sales  are  moving  away  from  the  local  cur^ 
rency  into  harder  terms. 

Senator  CumiB.  The  net  loes  under  the  program  ia  not  a  billion 
dollars! 

Mr.  Palmbt.  No  ;  not  <m  an  annaal  basis. 

Senator  Curtis.  Do  you  have  any  idea  what  it  is  ? 

Mr.  Palmbt.  You  really  have  to  take  each  category  by  itself.  In  the 
early  years  of  the  program  we  figured  a  16-  or  20-percent  recovery.  In 
my  judgment  we  are  up  to  a  recovery  of  about  50  percent.  Reoovwy 
is  very  ^ow,  and  assumes  collection  of  long  term  dollar  and  convortibu 
currency  obli^tions. 

That  is  a  judgment  figure,  as  compared  to  an  outright  dollar  sale 
on  the  barrelhead. 

Senator  Curtis.  About  how  much  do  we  give  away  ? 

Mr.  Palhbt.  $360  million  in  our  present  budget.  And  ttiat  has 
been  running  $360  or  $365  annually,  consistently. 

Senator  CuRTiB.  What  are  the  guidelines!  Who  qualifies  it  I 

Mr.  Palmbt.  It  is  ajoint  determination  by  Govemmrait,  the  Depart- 
ment of  State  and  AID  being  much  more  a  determining  factor  than 
Agriculture.  There  are  many  projects  in  manv  countries.  One  that 
comes  to  mind  immediately  is  the  Nigeria  or  liiafra  problem.  There 
are  projects  in  countries  like  that  around  the  world.  I  would  i\kt 
to  supply  you  a  list  of  the  countries  and  the  recipioits  of  last  year. 

(The  inf onnation  is  as  follows : ) 
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Senator  Cdhtib.  Has  this  ever  been  merged  with  oar  ectmomic  for- 
eign aid  programs? 

Mr.  Palmbt.  Yes.  Because,  as  I  pointed  out,  State  and  AID  sit  in 
on  these  interagency  steff  groups. 

Senator  Jordan.  Is  any  of  that  in  cash  ? 

Mr.  Paimbt.  Not  under  our  title  II  appropriation,  except  for  tie 
provision  relating  to  ocean  transportation  costs. 

Senator  Jordan.  This  is  above  the  soft  currency  that  we  take? 

Mr.  Palmbt.  This  is  above  the  sales  authority  that  we  have  under 
the  other  title,  that  is  correct. 

S?na*or  Jordan.  This  is  title  I  ? 

Mr.  Palmbt.  Title  I ;  yes. 

Senator  Ci'rtis.  Suppose  you  make  a  sale  in  a  given  country  for  aojpt 
currency.  Is  the  currency  transported  back  here  until  we  can  spend  it 
some  time,  or  is  it  left  there  for  spending  there? 

Mr.  Palmbt.  It  is  left  there,  or  egr^  to  on  certain  projects. 

Senator  Curtis.  And  are  we  limited  in  what  we  can  use  it  for? 

Mr.  Palmbt.  Yes. 

Senator  Curtis.  Usually  bv  agreement,  or  by  law ! 

Mr.  Palmbt.  It  is  always  oy  agreement.  This  is  a  country  to  country 
agreement.  It  is  a  signed  agreement  by  the  two  parties  to  the  agree- 
ment. Tlie  terms  and  the  conditions  imder  which  the  currency  will  be 
used  are  spelled  out  in  each  agreement. 

Senator  Curtis.  I  think  that  while  the  program  has  problems,  it 
does  eliminate  from  our  marketplace  a  considerable  amount  of  com- 
modities;  does  it  not  f 

Mr.  Palmbt.  During  the  life  of  the  program  there  has  been  b^ween 
$18  and  $19  billion  worth  of  agriculture  commoditira  moved,  since 
1&54. 

Senator  Curtis.  Do  you  thinkthftthaaany  beneficial  effect  npCHi  the 
price  structure  here  ? 

Mr.  Palmbt.  Certainly  it  has. 

Senator  Curtis.  And,  of  course,  it  does  fit  in  with  the  expressed 
sentiments  of  a  great  many  Americans  of  making  our  surpluses  avail- 
able to  the  world.  I  do  not  know  whaUier  there  are  any  changes  or 
anything  that  we  could  do  to  maJre  it  more  effective.  But  viewed  in  t^ 
light  of  its  beneficial  effect  upon  our  local  mariiets,  domestic  mat^ets, 
plus  fulfilling  the  desire  of  the  American  people  to  make  food  avail- 
able to  feed  countries  that  do  not  have  any  money,  or  not  very  much 
money,  it  certainly  hasaplaoe. 

The  CHAntMAN.  There  is  no  doubt  but  that  the  Public  Law  480 

Krogram  has  done  a  lot  of  good  in  draining  surpluses  off  the  market 
[y  criticism  a  while  ago  was  aimed  at  the  statement  of  the  Secretary, 
who  said  that  some  of  these  sales  were  for  hard  currwiq?.  But  it  is  not 
cash.  You  are  paid  as  soon  as  delivery  is  made. 

Senator  Curtis.  You  are  talking  about  this  because  the  interest  is 
too  low? 

The  Chairman.  Low,  and  then  there  are  20  years  to  pay.  TbtA  is 
what  I  am  saying.  It  ought  to  be  put  in  a  different  category  tiian  cash 
sales. 

Secretary  Hardin.  Mr.  Chairman,  starting  3  years  ago,  we  began  to 
step  up  20  percent  a  year  the  requirement  that  there  be  a  loan  executed 
for  repayment  in  dollars  on  this  20-year  basis.  We  are  in  the  ttiird 
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year  of  that,  and  on  schedule.  So  you  are  quite  right.  I  think  yon  mrald 
agree  it  is  harder  terms,  but  I  should  not  have  said  hard. 

The  Chairuan.  We  tried  to  put  harder  terms  in,  but  the  admin- 
istration would  not  go  along  wiui  us,  that  is,  the  past  adminisbnttimL 

Secretary  Hajrdin.  May  I  say  this,  in  the  op^^on  of  title  I,  we 
are  attempting  to  operate  so  tnat  we  are  building  term  markets;  I 
think  it  indeedis  helping  ub  in  this  direction. 

So  there  is  an  additional  plus  here  that  is  important,  because  these 
countries  as  they  mature  economically  beoome  potential  cash  cus- 
tomera. 

The  Chaibhan.  Have  you  any  suggestions  to  laakb  as  to  any 
changes? 

Secretary  Habdin.  No,  no  additional  ones. 

Th^  Chairuan.  Are  you  satisfied  with  the  law  as  it  is  now  written  I 

Secretary  Habdin.  Yes. 

The  Chairhan.  And  all  you  want  is  just  an  es.tesiS.on  of  it( 

Secretary  Habdin.  Yes,  sir. 

The  Chaibman.  Nothing  now  at  all  ? 

Senator  Curtis.  Mr.  Chairman,  isn't  it  true  that  you  sometimes  mert 
with  resistance  selling  wheat,  for  instance,  to  some  country  that,  say, 
has  been  buying  it  from  Canada?  We  offer  the  credit  arrangement, 
taid  Canada  objects  and  sometimes  prevails  is  that  ri^htt 

Mr.  Palmbt.  I  think  generally  as  far  as  the  acceptability  of  Public 
Law  480  with  competing  countries  is  concerned  we  have  come  a  long 
way  since  a  year  ago.  And  it  probably  has  contributed  to  some  of  oar 
competitors  offering  more  sales  of  wneat  specifically  on  some  credit 
terms  that  generally  are  at  the  rate  of  commercial  cremt,  but  sometimes 
with  concessional  rate  of  interest.  But  I  think  as  far  as  oar  Public 
Law  480  sales  are  concerned,  we  do  have  a  Systran  by  which  we  beep 
onr  competitors  informed.  And  I  think  it  is  fairly  wdl  accepted. 

Senator  Young.  I  think  this  is  by  far  the  best  foreign  aid  prognm 
we  have.  I  remember  the  late  President  Hoover  following  Worid  War 
II  recommended  a  foreign  aid  program  of  just  nvingour  surplus  food 
alone  to  other  coimtries.  Probably  it  would  nave  made  more  aeon 
ri^t  at  the  start. 

This  act  has  an  unusual  history.  It  was  sponsored  by  the  fonnar 
Secretary  of  Agriculture,  Benson,  and  the  Farm  Bureau.  And  tl«iy 
were  largely  respiHisible  for  its  enactment.  But  neither  one  of  Ham 
now  seems  to  want  to  claim  much  credit  for  it  now.  It  is  a  great  pro- 
gram. The  main  sponsor  here  in  the  Senate  was  Senator  Scnoeppel  of 
Kansas.  Several  of  us  were  cosponsors.  It  is  unusual  that  a  big  program 
like  t^is  has  been  known  by  a  law  number  rather  than  by  t&  name  of 
the  sponsor  of  the  program  itself. 

The  Chairuan.  Mr.  Secrrtary,  whrai  you  say  that  you  would  want 
to  sell  to  Russia  and  China  you  do  not  mean  on  a  long-teim  tmsis,  2 
percent, do  you? 

Secretary  Hardin.  I  do  not  think  so  really. 

The  Chairman.  I  did  not  think  you  meant  that 

Secretary  Habdin.  But  particularly  to  make  the  Eastern  European 
countries  eligible  in  the  event  certain  things  happen  in  the  future,  it 
would  give  the  President  some  flexibility  here. 

The  Chairuan.  So  you  could  sell  out  of  your  regular  stocks  if  you 
desired  to  even  to  China,  if  it  is  to  the  benefi.t  of  oar  oountiy  to  do  sof 
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SecrBtar^  Hardin.  There  is  a  limitation  on  those  countries  that  do 
business  with  Vietnam. 

The  Chairman.  I  understand  that.  But  under  CCC  credit  sales  I 
do  not  know  of  any  inhibition,  if  it  is  to  the  best  interest  of  our  coun- 
try, if  tlie  President  mnl^es  tliat  determination.  You  say  here  in  your 
paragraph  on  the  Public  Ijaw  480  that  restrictions  ought  to  be  removed 
and  we  ought  to  sell  to  China  and  Russia.  Yon  mean  on  a  regular  WC 
credit  sales  and  not  Public  Ijbw  4SI);  is  that  right? 

Mr.  Pai.siby.  ilr.  Chairman,  we  presently  have  granted  limited 
lines  of  credit  to  some  of  the  East  Eun>i)eaii  countries  under  the  ('CO 
credit  program,  but  not  under  Public  I^aw  480.  This  reference  in  the 
proposal  has  to  do  speeifically  with  Public  I^aw  480. 

The  Chairman.  Surely  you  would  not  want  to  sell  to  Russia  or 
to  China 

Secretary  JIardix.  IVe  could  not  under  the  present  arrangement. 

The  CiiAiHMAN  (continuing) .  If  we  give  you  the  authority  you  would 
not  want  to  sell  it  on  a  :i()-yeiir  loan  with  a  "i-pei-cent  intei-est  repay- 
ment, would  vou { 

Secretary  llAitinx.  Certuiiily  not  at  this  time. 

The  CirAinMAX.  I  guess  not.  I  would  surely  object  to  that,  because 
I  want  all  the  trade  we  can  obtain.  I  think  we' ought  to  trade  with 
Russia  iu  particular,  and  the  countries  of  East  Europe. 

Senator  Mh.i.kr.  iiiit  on  a  commercial  basis. 

TheCiiAiKMAX.  But  on  a  commercial  basis.  Yes,  I  havel)een  advocat- 
ing that  for  10  or  1 .5  years. 

I^et  me  ask  this  question.  Yon  are  not  suggesting  that  we  amend 
the  Public  I^w  480  law  so  that  you  can  sell  to  China  and  to  Russia 
under  the  same  tenns  as  you  would  sell  to 

Secretary  Hardin,  No.  Really  what  we  have  in  mind  is  trading  with 
Eastern  Ein'opean  countries  in'  the  event  that  they  should  quit  selling 
to  Xortli  Vietnam,  and  then  certain  other  things  would  liappen. 

Senator  Miller.  ( lould  I  ask  a  question '. 

The  CiiAiRMAx.  Senator  Miller. 

Senator  Mii-ler.  Mr,  Secretary— and  |>erhai>s  Seci-etai-y  Palmby 
can  help  out  on  this — when  you  said,  Secretjiry  Palmby,  that  we  gave 
away  $;J60  million  worth  last  year,  what  did  that,  coiisist  of  mainly, 
thejfcswi  million  related  to  giveaways  of  what? 

Mr.  Palmhy.  The  largest  single  Item  as  I  recall  is  wheat  and  flour. 
This  is  by  far  the  largest.  There  is  a  fair  volume  as  I  recall  of  non- 
fat dry  milk.  There  is  also  a  fair  volume  of  this  fabricated  food 
item,  C.S.  A  if.  corn  ineal,  soyl)ean,  and  nonfat  dry  milk. 

Senator  Muj-ek.  Could  yon  furnish  for  the  record  a  breakdown 
of that? 

Mr.  Pa  I.  SI  BY.  Certainly. 

(The  information  is  as  follows:) 


)y  Google 


Commodity  or  item — PuhUo  Law  480 — Title  II 

Corn  (aud  iiroducte) $13,038,682 

Grain  aorgbum 2,788,120 

Barley  — 'iW 

Oata  (and  products) 4,35T,fllO 

Rye  (and  products) 

Total  feed  ffrains 23.079,068 

Wlieut  (and  productH) 132.114,0U2 

Kite 1, 893,081 

Totoacco 

Cotton,  extra  loiitt  staple 88, 213 

Cotton,  upland 

Dairy  i>i>i>duets: 


Total  dairy  products 107.e80,9B2 

OIlsaiKlull  M*dsi 

HoylkeanH  (and  products) 6,262 

I'eanuta  (and  products) 

('(tttouseed  (and  products) flO.CHl 

Flaxseed  and  linseed  oil 

Tuns  oil 

CrtMtor  bpuns  (iind  products)  

Total  oils  and  oilseeds 66, 808 

Beann,  drj-  edible 0K(,78M 

Wool  

Honey — 

Xaval  Ktores;  Roaln 

Commodities  not  separately  identlfled : 

Blended  food  products 33,282.8» 

GralDB  nnd  needs 

Vpitetnble  oil  products 23,2*5.207 

Mixed  feeds 

Seeds  and  plants 

Meat  (and  products)  

Htfiitejric  and  other  materials 

Offshore  procureim>nt  preiuiumH 

Ocean  transportation  on  comniodJtleH  donati-d  ttirouKh  voluntary 

Agencies _ 39,117,08.' 

Tiital  coniniiKllty  o|>erations 30S.012.fti8 

Stoni(H>  faclllticR 

Kesearcli  exi>eneci» 

.Vccounts  iand  notes  receivable 

I'urchnses  of  foreJKiK'urrencleM  fiirnne  in  self-help  activities l,ltS,tSO 

Inten-Ht : 

Exivnxe   

Income 

Net 

Oiieratinp  expenses   (net] 

Direct  iwi.vrnents : 

Cotton  — — — 

Feed   Bruins 

Wheat 

Total  ^ - 

Total  irfher  costs  and  liwues 1.192.630 

]le<-overie8  of  costs 

Grand  total 864.20a.2»S 

'  Tii'iinti'H  nemllrr  Item  vhlch  rwiilts  from  udjaitmrat  of  prior  activity. 
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Senator  Miller.  Tlie  second  question  is,  how  do  yon  determine  the- 
cost  portion  of  these  various  elements  that  go  into  that  $360  million ; 
la  that  'based  upon  the  market  value  of  wheat  or  wJieat  flour,  or  this 
bulgar,  or  is  it  the  cost  to  the  Fedei'al  Government  i 

Mr.  Palmbi'.  It  is  the  cost  to  the  Federal  Govermnoiit.  '\'(»ii  under- 
stand that  a  good  share  of  this  is  bouglit  on  tenders,  or  ou  bids. 

Senator  AIiller.  ^VTiere  it  is  not  Ijought  on  bids,  would  it  be  Com- 
modity Credit  Corporation  stocks; 

Mr.  Palmby.  It  18  the  cost  to  the  (rovermucrit.  lint  I  :ijn  iiol  sure  of 
that. 

Senator  iMillhir.  I  am  interested  in  liow  tlu^  cost  is  conipntf<l.  Fnv 
example,  let  lis  say  some  com  is  given  away.  What  costs  to  the  (nivc-rn- 
mcnt  would  be  taken  into  account?  Would  that  he  the  cost  to  the  Coin- 
modity  Credit  Corporation  if  it  acquired  the  corn,  or  would  it  bo  the 
cost  of  that  plus  tne  allocable  portion  of  the  cost  of  the  ]i;irticuliii 
farm  program  for  retiring  acres,  or  liow  is  that  cost  figured  out '. 

Mr.  Palmby.  My  response  is.  Senator,  most  of  this  comes  froi 
free  market.  Tliat  which  comes  from  Omimoditj'  Ci'edit  I  wil!  -supplj 
forthe  record. 

Senator  Milijir.  That  will  be  fine. 

(The  information  is  as  follows :) 

Coim  that  comes  from  Commodity  Ci'edit  Corporaticm  is  pi'iced  a^ 
the  average  inventory  coat  as  shown  in  the  cost  records  for  the  latest 
crop  year,  plus  transportation,  handling  and  administrative  costs  of 
acquisition. 

Senator  Miller.  Ou  these  concessional  sales,  those  sale  prices,  are 
those  at  a  cost  to  the  Federal  Government* 

Mr.  Palmby.  Yes. 

Senator  Mili,er.  In  other  woi-ds,  if  in  the  open  market  \\\:  bought 
com  for  a  dollar  would  we  sell  it  for  a  dollar? 

Mr.  Palmby.  Now,  you  are  talking  about  the  local  cun-ency  sale 
or  the  long-term  credit  sale  ? 

Senator  Miller.  That  is  right. 

Mr,  Palmby,  This  operates  in  the  manner  that  an  agreement  is 
first  negotiated  with  the  country-  The  recipient  country  is  issued 
a  purchase  authorization  by  the  Department  of  Agriculture  and  it  is 
free  to  go  in  the  market  and  buy.  So  they  buy  at  corapetitiie  prices, 
This  does  not  go  through  Commodity  Credit  Corporation, 

Senator  Miller,  Only  the  giveaway  goes  through  the  CCC? 

Mr.  Palmby.  Yes,  and  very  limited  amounts.  The  flour  is,  for  lit 
stance,  purchased,  and  this  is  "bought  on  a  bid  basis.  * 

Senator  Miller.  Thank  you  very  much. 

Senator  Dole.  Sir.  Chairman. 

The  Chairman.  Senator  Dole. 

Senator  Dole.  Wliat   is  the  biidget   request   for   fiscal    1!>71 
Public  Law  480? 

Mr.  Palmbt.  It  is  about  a  billion.  I  do  not  have  that  exact  figuti 
here. 

Senaior  Dole.  Is  it  as  much  as  it  was  in  1970  ? 

Mr.  Palmby.  It  is  about  at  the  same  level.  In  fact,  li»T(i  and  1&71 
are  almost  identical,  and  about  the  same  level.  It  is  in  the  billion- 
dollar  area. 


Seimt-oi"  Doijc,  The  i-eiiHon  1  asked  is,  as  1  recall,  the  budget  request 
was  $894  million  in  1070,  and  it  was  reduced  by  $112  million  for  1971. 
I  am  just  wonderiTig  what  tbnt  reduction  will  dn  to  the  program, 
and  whether  yuu  envision  that  this  is  a  correct  figure. 

Air.  I*.M,srHY.  Senator,  I  would  like  to  supply  thnt  figure,  I  believe 
the  $8114  was  the  actual  value  of  shipments  that  went  out  in  the  lai^ 
iisca)  year.  Because  of  the  tl(K'k  strike  wc  di<i  not  get  up  to  the  Itmita- 
tion  last  Ilscal  year.  Tiie  volume  of  commodities  actually  lieing  lifted 
now,  will  he  gi'eater  than  in  the  Inst  fiscal  year.  The  i-equest,  for  fiscal 
year  li)71  is  about  identical  as  the  vohinie  Geing  ship{>ed  this  year. 

Xow,  it  means  that  tlie  mix,  which  of  course  we  had  to  compile 
based  on  guidelines  from  the  Hureau  of  the  Budget — and  understand, 
this  is  18  months  iiliead  of  time — shows  that  we  ai-e  down  in  some  com- 
modities. 

( The  informal  i<iii  is  as  follows :) 

PUBLIC  UW  480  BUDGET  FIGURES  FOR  FISCAL  YEARS  1K».  1970,  and  1971 


...m 

19» 

Airailablo  197D 

e«dttt<MinM 

FMdfiirPeu*<PublicLawUO): 

fllthll) 

Htg,409.11D 
3«4,2IB,298 

»»4,S0g,017 
357.112.216 

1762.200.  on 
SSLOMMO 

l,Z32,G14,40i 
-R32.E14:40B 

300,000.000 

1.251.620,233 

-J31.SM,!3J 

""kO.OOO;Om" 

Cottitinanc<dlTMnrK«ptiandpriory«arbiilanc«5(nel)  ..       . 

932.500. 000 

The  Secretary  has  tignies  here  to  show  that  the  total  is  $1,133 
hilliou  in  iJie  budget  for  1!>71,  And  the  estimated  movement  in  1970 — 
this  includes  the  title  11— will  l)e  $1.:251  billion.  That  was  in  addition 
in  your  $89+  million:  in  other  words.  $89-1  million  plus  $:J57  millicHi. 

Senator  I)oi.k.  The  Hurean  of  the  Budget  loolvs  at  the  initial  budg- 
etary outlays,  aii<l  maybe  not  enough  at.  the  net  cost.  When  you  lomt 
at  all  the  Wnefits  from  the  Public  Law  +80  pi-ogi-am  it  probably  does 
nol  really  cost  the  (ioveninient  very  iiiucli  money,  if  they  would  con- 
sider (ho  total  iH'iielits,  iiichuling  U-nefits  to  American  farmers.  So, 
1  have  been,  along  willi  a  lot  of  others,  encouraging  the  Budget  Bu- 
reau to  see  if  it  dot',«  generate  more  income,  increase  employment,  and 
i-educe  (TC  acquisitions,  and  things  of  this  kind— trymg  to  look  at 
it  fi-oin  a  more  realistic  net  cost  stand))oint.  Public  Law  480  does  have 
great  sup|)ort  in  tlie('ongref-s,and  itisi>inartisnn. 

The  foreign  aid  hill  used  to  jias.^  the  llouse  bv  five  votes,  and  tliey 
w<iild  get  very  few  against  the  I'nblii-  Law  +K0',  maylw  :J5  or  +0,  but 
geneniliy  speaking  a  very  small  number. 

The  last  time  it  was  e.xteuded  in  1%".  As  one  member  of  the  i-om- 
uiittei',  I  ho]K'  wi'  are  not  Irying  to  cut  down  the  pnigram.  I  hope  we 
i-aii  expand  it  pro])erlv.  wilii  !i  view  in  mind,  of  coui'se.  as  the  Sec- 
retary said,  of  finding  dollar  markets  eventually. 

There  are  some  who  say  that  the  program  has  worked  too  well. 
Some  of  our  concessional  sales  customers  are  now  raising  their  own 
commodities.  .Vnd  tliatisa  problem. 

But  with  reference  to  ("hina  anil  liussia 

Senator  Vdiwo.  I  wtmld  first  like  to  amciir  with  your  statement. 
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fin-E.  We  would  like  to  talk  to  itieou^get  tiureH.u  some 
Fday  on  Public  I^aw  48U  and  take  a  l(xik  at  some  of  the  benefits.  I  think 
r  that  would  be  all  right,  with  you. 

Mr.  Pauibt.  May  I  make  ii  I'oiiunent  aliout  the  Budget  Hnreaii, 
because  I  would  not  want  vou  to  misunderstand  that  we  do  not  liave 
some  leeway,  and  that  the  Budget  Bureau  looks  at  this  quite  realisti- 
cally. 1  w*ill  give  you  two  cases  in  point  during  this  jiresent  fiscal  year 
where  we  actually  have  negotiated  two  agn-einenf  s.  ojie  with  Turkey— 
and  I  hope  the  Korean  one  is  finally  concliidcil — wiietv  we  imvc  dpnuin- 
strated  to  tlie  otlier  depart ments  of  GoviTiiiiLi'iit,  liic  Hucciiii  of  the 
Budget,  the  Treasury  Department,  State  and  AID,  tli;it  !>y  entering' 
into  an  agreement  with  these  two  countries  and  securing  a  very  good 
curi'ency  use — we  need  the  cuiTency  in  these  two  countries  anyway — 
that  we  have  been  able  t<)  demonstrate  that  the  savings  are  greater 
by  entering  into  a  Public  Law  480  agreement  than  by  not  having  the 
agreement.  Consequently,  this  is  the  w^ay  to  build  on  top  of  the  budg- 
etory  authority  in  Public  I^w  4S(),  because  it  does  then  reduce  the 
cost  to  the  Commodity  Ci-etlit  Corporation,  which  also  o])erates  under 
a  ceiling. 

So  there  is  leeway  within  this  budgetary  authority,  and  I  ie|>eiit. 
for  scouring  the  proijer  currency  use  in  the  countries. 

Senator  D01.K.  There  is  no  effort  to  compete  with  the  maiketing 
de\-elopiug  progi-ams,  which  I  also  feel  are  important. 

Secretary  Hardin.  Except  that  we  are  asking  for  more  support 
for  them  in  this  nest  fiscij  year. 

Senator  Dole.  In  an  effort  to  support  market  de\-elopment  efl'ortJ 
you  are  asking  for  more  inonej-? 

Seci*etai"y  Hardin.  Yes, 

Senator  Dole.  Tliat  is  an  improvement  in  my  opinion, 

And  theu  with  reference  to  the  amendment  that  would  pennit 
sales  to  Communist  China  and  Russia,  as  I  undei-stand  the  act,  of 
course,  concessional  stiles  can  only  be  made  to  '"friendly  coimtries."  So 
what  you  are  doiiifr  in  cITei'f  is  somehow  changing  the  definition  of 
"friendly  countries,"  wliicii  would  i)ermit  sales  for  their  currencies 
under  certain  condLtioll^.  Abiybc  you  indicated  it  would  not  hap|>en. 

Secretary  H.akdix.  Aiid  ui  the  disci'etion  of  the  President,  and 
tlien  still  using  the  Vietnam  prohibition. 

Senator  Dole.  There  is  iio  prohibition  as  far  as  I  know  against  dol- 
lar sales  to  any  country.  We  have  already  Iteen  through  that  with 
Russia  on  the  sale  of  wheat.  We  got  into  trouble  on  the  vessel  bottoms 
in  which  it  was  shipped. 

I  have  particular  interest  in  section  +0B,  conunonly  known  as  the 
farmer- to- fanner  program.  It  has  never  been  implemented.  It  hiip- 
jwned  to  be  an  amendment  I  offered  on  the  House  aide.  AVe  were  antlior- 
ized  $.3.3  million  to  start  the  program.  Maybe  it  does  not  have  the 
priority  needed  in  today's  market,  but  it  did  umiear  at  the  time  that 
we  did  some  work  on  this  with  land  grant  (^o)leges — we  had  a  wit- 
ness at  that  time  who  said,  we  were  sendinjr  too  many  i>eop]e  with 
Ph.  D.'s  into  areas  and  we  ought  to  send  some  people  with  practical 
experience.  So  some  of  us  worked  on  this  farmer-to-farmer  approach 
where  you  send  an  honest-to-goodness  farmer  into  a.  coimtry  and  let 
him  demonstrate  his  skills,  maybe  not.  the  classroom  skills,  but  the 
practical  skills  on  crops  production.  Does  that  program  have  any 
iuture  prospects? 
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Secretary  IL\bdik.  I  will  n^  Mr.  Palniby  for  help  to  answer. 

Mr.  Palmby.  Senator  Dole,  the  nearest  approacli,  I  think,  to  the 
iiiithoiity  that  you  are  talking  about  on  Public  Law  480  is  the  con- 
tinuation of  the  ^\.ID  program.  The  small  a^ncy  in  the  department 
which  reports,  has  responsibility  in  this  area  is  the  Foreign  EcfHUMnic 
Development  Se^^■ice,  which  is  financed  completely  by  AID. 

Senator  Doi.k.  But  this  other  program  is  available.  It  is  not  a  top 
nrority  progrrani,  but  it  does  appeal  not  only  to  a  lot  of  farmers, 
but  it  makes  sense  to  some  of  us  who  represent  niral  areas.  I  can- 
not remember  the  exai-t  quote  of  that  \yitness,  but  it  was  very  effec- 
tive, that  many  times  tJie  people  who  really  know  the  problems  are 
not  the  ones  who  are  sent  there  to  help  in  our  skilled  assistance 
programs.  So  1  hope  you  take  a  look  at  it. 

Secretary  Hardin.  We  will  take  a  look  at  it,  Senator  Dole.  The 
only  money  that  we  ai"e  using  a.s  part  of  the  technical  assistmice 
is  that  niiule  available  tbrough  tlie  AID  appropriation. 

ilr.  Paljihv.  This  authority  would  continue  if  the  act  is  ex- 
tended, lint  the  Department  has  never  to  our  knowledge  requested 
any  funds  to  implement  this  section. 

Senator  Dou:.  I  understand  that. 

Senator  MiiJ-kii,  Could  I  a.ik  Secretarv  Palniliy,  you  gave  ua 
!iil.i;i32  billion  for  fiscal  1971,  did  you  not? 

Mr.  P.VLMBY.  Yes. 

Senator  Mii-LEH.  And  liow  much  for  IflTO? 

Mr.  Palmby.  $1,252  million. 

Senator  Millek,  Do  vou  have  1968? 

Mr.  Palmry.  $1,233  million. 

Senator  Miller.  In  other  words,  for  the  last  'A  years,  then,  it  has 
I'cmained  at  nbout  the  same  level '. 

Mr.  Palmry.  Yes. 

Senator  Miller.  One  thing  I  am  concerned  about,  and  it  ties  in  with 
Senator  Dole's  question,  is,  where  do  we  go  on  Public  Law  480  when 
Pakistan  apparently  does  not  have  any  requirements  under  Public 
Tjaw  480,  or  very  tittle — in  fact,  as  I  undei-stand  it  they  do  not  have 
any — and  India  is  tapering  down,  so  that  by  1972  India  may  be  aolf- 
sumcient,  and  then  will  not  require  anv  noticeable  Public  I^aw  480— 
where  does  that  i)rograni  go  from  there  ? 

Secretary  Hardin.  I  think  we  will  have  to  tell  the  story  on  what 
happened  at  the  last  negotiations  with  Pakistan.  They  were  in  about 
April  n  vear  ago.  And  they  indicated  with  great  pride  that  they  would 
not  need  any  wlieat  this  year,  since  their  production  was  up. 

Senator  JIiller.  You  mean  for  fiscal  1970  ? 

Secretaiy  Hariux.  Yes. 

They  were  back  4  months  later  asking  for  a  reconsideration, 

And  of  course  we  asked  them  what  was  wrong.  It  was  rather  an 
interesting  story.  They  were  facing  almost  a  famine  in  East  Pakistan. 
'Hiev  anticipated  this,  but  they  thought  tliey  had  enough  in  West 
Pakistan  to  supply  East  Pakistan.  They  e.\|»la)ned  that  they  had  the 
pro(hu*ion,  but-  with  the  greater  pi-osijerity  as  a  result  of  hi^er  grain 
yields  the  conHumption  in  the  local  areas  has  gone  up.  Therefor  the 
gi-ain  was  not  slnpi)ed  to  the  regular  market  because  they  were  eating 
nioi-e  and  they  were  feeding  their  livestock  better.  They  were  asking 
for  a  million  tons  under  Public  Law  480. 
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•  Senator  Muler,  How  did  that  compare  with  the  prerioiis  year,  do 
you  remiimber  ? 

Secretary  Hardix.  About  the  same,  I  think. 

Mr,  Palmby.  It  was  1,2  million  tons. 

Secretary  H.\nDiN.  What  this  tells  ue  is  that  there  is  imother  chapter 
to  be  written  on  these  increased  yields  tlmt  liave  not  really  been  ade- 
quately factored  m.  That  is  the  effect  of  the  increased  production  on 
tlie  local  populations  and  their  consumption.  It  could  be  a  sizable  one. 
It  is  stiU  an  ojien  question,  but  it  is  not  necessarily  all  bleak. 

Senator  Mnj.KR.  Do  we  have  any  other  prospective  areas  for  Public 
Ijaw  480  which  would  replace  Pakistan  and  India  as  their  require- 
^jnents  are  reduced?  Has  anybody  made  a  long-range  projection  on 
this,  going  say,  3  or  4  or  5  years  into  the  future  ?  If  you  care  to  supply 
that  for  the  record  I  would  appreciate  it.  I  think  it  might  help  ns  to 
know  what  tlie  thinking^  is  on  the  future  of  Public  Law  480. 

The  Chairman.  Under  the  law  as  it  now  stands  the  limitation  is 
$1.9  biUion  under  title  I,  and  $600  million  nnder  title  II.  So  he  is 
advocating  that  the  bill  l)e  extended. 

Senator  Miller.  Yes,  the  anthorization  is  ample.  I  am  just  curious 
to  know — this  of  course  lias  been  a  helpful  piece  of  our  export 
market — if  you  liave  some  kind  of  a  projection  on  how  this  Public 
Liaw  480  looks  down  the  road,  I  think  it  might  be  helpful. 

Secretary  Hvrdin.  Yes,  we  will  be  glad  to  supply  that,  Senator 
Miller.  I  think  that  is  a  very  proper  reqiiest  yon  are  making,  and  one 
that  should  be  done. 

Senator  Miller.  Thank  you, 

(The  information  is  as  follows;) 

Whent  and  wheat  products  accounted  for  H  percent  of  the  comniodiiies  Khljiiieil 
in  FT  1SW9;  feedgraiiiB  and  products  0  percent,  rice  10  percent,  cotton  and  cotton 
produeta  11  percent,  tobacco  3  percent,  fata  and  oils  10  percent,  dairy  products 
H  percent  and  other  3  percent.  While  the  percentage  allocation  for  commodity 
will  vary  from  year  to  year,  the  value  of  the  ovcmll  P.I.,.  480  shipments  are 
expected  to  remain  at  a  level  of  about  ?l  billion. 

The  CiLvntMAN.  We  provided  certain  ways  and  means  of  spending 
that  money.  I  recall  having  suggested  an  amendment  which  appears 
in  the  bill  under  section  KM,  wherein  2  percent  of  the  total  sales,  the 
proceeds  each  year  in  each  country  activity  went  to  assist  inter- 
national educational  and  cultural  exchan^,  and  to  provide  for  the 
strengthening  of  the  resources  of  American  schools,  colleges,  aud 
universities  abroad.  Of  course,  the  fly  in  the  ointment  there  was  that 
we  had  to  go  through  tlie  appropriations  process,  and  nothing  mncli 
was  done.  I  wonder  if  you  would  look  into  this  matter  and  give  us 
your  idea  as  to  whetlier  or  not  yon  would  suggest  that  these  funi^ 
be  used  for  that  purpose  dii-ectly,  instead  of  going  through  the  apprftjJJ 
priations  process. 

Mr.  Pai-mbt.  I  will  provide  the  ansvi-er  for  the  record. 

fTIie  information  is  as  follows:) 


is»(104{c»... 
iu<lD4(>n. 

lopment  aW(f 


ntroroS^k))"'- 


(lM(h))... 


Reurved  toi  (ifunds,  infl  in  luuiansc  pandlng  it 
Griniltot)! 


K.m 

»( 

t.us 

ILI 

1  LsullunO.l  p«re<itt. 


Oranti<  "f  foreif^  mrreut-itts  I'ariiPd  nndpr  title  1  of  Public  Law  4M  are  made 
for  a  variety  of  DurixiMed.  and  are  a  luefiil  uieaDH  nf  furtht>riiig  U.S.  foreign 
eoonomlc  polU?.  Section  104(<-)  graiitH  are  made  for  ciinimou  defense  i>iiri>ot<es. 
and  nro  currently  made  only  in  Knreii  >iiid  Vietnam.  They  provide  balance  of 
liaymentH  benefits  to  the  irnited  i^tates  by  nbvlatiiiK  the  need  for  dollar  expendi- 
tures in  countries  where  tlie  United  StateiH  has  a  llmi  commitment  for 


Uraotti  for  econoiiiii^  devf^uiiment  are  desirable  when  they  can  help  promote 
good  economic  development  projects  and  when  the  L'nlted  States'  holdings  of 
the  recipient  country's  currency  is  far  In  excess  of  foreseeable  needs.  Under  aucli 
drciiniKtances  developnieut  luan.s  would  only  result  in  accrual  of  additional 
excess  currency  us  they  were  rei>ald,  and  might,  rcKult  lu  country  defanlL  By 
using  grnnls  to  help  Imjirove  tlie  economies  of  the  excess  currency  countries  we 
are  solidifying  friendships  and  improving  future  market  iHitentlal  for  U.S. 
products. 

Grants  are  made  under  section  l(>4(h)  for  maternal  welfare  and  child  health 
and  nutrition,  and  family  plannios  only  when  recipient  countries  request  them. 
The  Congress  recognized  the  desirability  of  family  planning  programs  by  pro- 
viding that,  when  requests  are  made,  nut  lesH  than  live  percent  of  the  currencies 
generated  by  the  |»or1iculur  iniblic  Law  -WO  agreement  be  set  aside  for  this 
[)urt>ose.  By  improving  maternal  and  child  liralth  and  nutrition  throngb  such 
grants  we  help  build  the  potential  for  greater  future  productivity.  Where  tra- 
ditional attitudes  encourage  liirge  families  in  order  to  insure  security  for  the 
Iiarents'  old  age,  health  and  nutrltlou  programs  help  promote  a  sense  of  security 
with  fewer  children,  and  thus  (-ontribnte  indirectly  to  reducing  [>opulation  prex- 
siires.  Voluntary  family  planning  priigrams  directly  lieip  reduce  the  preHture  on 
developing  (•()untries'  economies. 

Grants  for  develnjiinent  uf  animal  and  plant  peat  control  programs  have  been 
made  under  section  1t>l(k).  These  grant.s  are  desirable  in  that  they  help  reduce 
the  comi>etitlon  for  llinlled  food  supplies. 

Tlie  C11AIHM.VN.  Just  let  11s  kiiow  your  views  on  it.  I  believe  that 
would  be  a  splendid  way  for  us  to  use  some  of  these  excess  foreign 
fiiri'encieB  we  have  and  that  we  cannot  use.  And  fertaiiily  if  we  can 
use  them  dii-ectly  in  order  to  assist  collejres  in  our  exchange  program, 
whv  it  would  \w.  a  good  way  to  get  rid  of  these  soft  currencies.  And  I 
wis*!!  you  would  look  into  that,  Mr.  Secretary,  and  give  us  your  views 
on  it, 

Se^'i-etary  Hardin.  .Ml  right. 

The  CiiAiiiMAN.  As  lo  flie  l)est  way- 

Secretary  Hardin.  And  wo  can  include  the  nmouiits  used  in  past 
y CHI'S,  Mr.  Chairman. 

(The  information  is  as  follows:) 
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The  title  I.  Public  I^aw  480  foretgD  curreney  expendltuie  for  Macational  and 
ctiltural  programs  in  calendar  year  1068  is  *14  mlUion.  Tbe  cumuiatlve  expendi- 
ture of  title  I,  Public  La\v  480  currencies  for  these  activities  since  flret  antbor- 
leed  in  1»54  is  $130  milUon. 

The  Chairmak.  Yes.  In  fact,  you  miglit  also  look  into  the  disposi- 
tion of  these  soft  currencies  through  other  means  provided  in  the  bill, 
and  let  us  determine  whether  or  not  you  would  waat  any  changes  in 
the  present  law,  ■ 

Secretary  Hardin,  Very  good.  We  will  provide  that  for  the  recorc 

(The  information  is  as  follows:) 
We  feel  that  the  present  lam  is  adequate.  While  agencies  are  required  to  obtain" 
an  appropriation  to  attlize  the  currencies,  It  ia  clear  that  foreign  carrencies  wiU 
be  utilized  and  U,3.  dollars  will  not  be  spent  outside  United  States.  It  is  ao 
allocation  and  control  operation  which  keeps  tlie  Congress  informed  as  to  how 
these  currencies  are  to  be  utilized. 


Secretary  ILumiN.  Next,  Mr.  Chairman,  I  comment  here  that  t 
legislative  proposal  on  wool  is  being  readied  in  the  Department  aj_. 
wDl  come  before  you  later  as  a  separate  matter.  I  have  no  recom 
mendations  today  on  tliat. 

Now,  just  a  summary  statement  here. 

The  proposals  I  have  outlined  are  laid  before  yon  not  in  tlie  manner 
of  strong  advocacy,  though  they  represent  our  best  effort  and  though 
we  do  stand  on  them.  Rather,  we  offer  them  as  an  effort  to  be  helpnil 
to  von  in  the  discharge  of  your  legislative  tasks.  I  assure  you  that  I 
understand  the  differmg  responsibilities  of  the  legislative  and  the 
executive  branches. 

Now,  following  this,  you  have  requested  some  specific  information 
which  we  can  handle  in  any  manner  that  you  choose.  These  are  sepa- 
rate analyses  of  four  different  subjects  that  were  requested  prior  to 
our  hearing  here  today.  If  you  want  to  discuss  them 

The  Chairuan.  You  mean  what  you  have  at  the  bottom  of  page  16  ? 

Secretary  Hardin.  From  page  16  on. 

The  Chairuan.  Cotton  loan,  great  rate  ? 

Secretary  Hardin,  Yes. 

The  Chaisuan.  I  wish  you  would  be  more  specific  on  some  of  the 
suggestions,  because  it  would  be  rather  difficult,  as  I  see  it.  for  us  to 
simply  take  your  broad  statements  and  then  put  them  into  legislation 
that  would  carry  out  what  you  are  proposing. 

Now,  before  starting  these  hearings  I  thing  the  committee  decided 
not  to  introduce  any  particular  billj  but  to  take  the  bills  then  intro- 
dnced  and  such  others  as  may  be  mtroduced  in  the  meantime,  but 
would  use  as  a  basis  the  present  law  by  adding  or  subtracting  from 
it.  Now,  I  would  like  to  fmd  out  whether  or  not  you  are  willing  now 
to  proceed  and  take  tlie  present  law  as  it  now  is  written,  and  what 
you  would  subtract  from  it  or  add  to  it  in  order  to  make  this  program 
more  palatable  and  one  that  would  give  to  the  farmer  as  much  if  not 
more  mcome  than  he  is  now  receivmg.  I  well  remember  when  you 
were  first  sworn  in,  Mr.  Secretary,  you  said  to  me — I  am  sure  you 
remember  it — that  it  was  your  idea  to  give  to  the  farmer — make  it 
possible  for  the  farmers  to  receive  as  much  if  not  more  income  than 
he  is  now  receiving. 
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Secretary  Hardin.  That  is  oorrect. 

The  Chairman,  And  that  is  what  I  am  hopeful  that  we  cau  do, 
Mr,  Secreta^. 

Secretary  H,\rdin'.  Yes,  We  are  still  prepared  to  make  this  recom- 
mendation, and  as  I  indicated  here,  to  Bnd  some  way  to  give  this 
guarantee  for  3  years  in  advance. 

Tlie  Chairman.  Tliat  wDiild  mean  a  :i-year  bill? 

Secretaiy  Hardin,  Yes. 

The  Chairman.  Yon  would  not  want  permanent  legislation! 

Secretary  Hardix.  Xo,  we  prefer  a  3- year  bill,  Mr.  Chairman. 

The  Chairman.  And  1  presume  you  are  led  to  that  conclusion  be- 
cause of  the  views  of  the  House  Members  ? 

Secretary  Hari>ix.  Yes,  that  is  correct. 

Tlie  Chairman.  Now.  do  you  wish  to  be  more  specific  as  to  the  re- 
quest tliat  I  projK»unded  tliis  nioniiag  to  somebody  else  as  to  whether 
or  not  you  favor  tlie  parity  concept  as  to  all  programs? 

Secretary  IIariun.  Well,  whether  tliese  thmgs  are  expressed  in 
tenns  of  a  percent  of  parity  or  some  other  way  I  do  not  think  is  a 
matter  of  gif  at  importance  as  far  as  we  are  concerned.  If  this  is  the 
best  way  to  operate  the  farm  program. 

The  'Ch.vikmax.  It  is  one  tliat  is  pi-ovided  for  in  the  law  now. 

Secretai7  H.vrdin.  Yes,  it  is. 

The  Chairman.  And  the  i>arity  concept  has  been  carried  on  from 
year  to  year,  and  it  Is  my  belief  that  if  we  veer  away  from  it  and 
try  some  other  method,  that — T  do  not  believe  that  it  would  be  well 
receiTed  by  many  farmers  who  have  been  more  or  less  convinced  that 
a  floor  shonid  pi-obably  be  fi.xed.  paiticularly  with  respect  to  wheat 
and  cotton,  and  tliat  it  is  based  on  the  parity  concept. 

Secretary  H^vrihx,  We  would  much  prefer,  if  we  liave  a  3-year  bill, 
to  state  our  guarantees  of  payments  in  dollar  terms  rather  than  a 
percent  of  parity— though  they  might  be  expressed  initially  as  a  per- 
cent of  parity — to  avoid  the  escalation  automatically  from  year  to 
year.  I  think  the  escalation  here  is  one  that  makes  it  very  dimcult  to 
work  with  from  a  budgetary  standpoint  And  there  are  advantaees. 
The  producer  can  know  exactly  where  he  stands  if  it  is  statea  in 
dollar  teiniH.  They  can  be  reflected  as  percent  of  parity  if  you  care  to. 
This  can  be  done. 

The  Chairman,  I  just  want  to  get  your  idea  on  it,  because  I  think 
that, 

Secretarj-  H.via)iN,  The  index  of  prices  received  by  farmers  today  is 
about  200  percent  of  1  DlO-li  base  period. 

The  Chairman.  Tlie  burden  of  evidence  of  the  hearing  so  far,  I 
think,  was  to  maintain  a  parity  concept. 

Wasn't  that  the  imj>res.sion  you  got.  Senator  Young* 

Senator  Yoitng.  ^  es. 

Tlie  Cir.uKM.vN.  For  wheat  and  for  cotton  and  other  commodities. 
We  have  been  pr<K:eeding  under  that  assumption  for  so  long  now 
that  I  would  hesitate  to  change  it  unless  we  could  eet  something  better. 

Secretarj-  H.vrdin.  I  think  anything  that  we  have  here  can  be  ex- 
pressed in  terms  of  the  parity  concept. 

The  Chairman.  Xow,  we  had  a  program  suggested  for  cotton,  in 
particular  by  cottongrcm'ei-s  who  did  not  agree  with  the  position 
taken  by  the  Farm  Kureau.  Now,  one  that  was  jn^sented  to  ns  came 
from  cotton  farmers  from  Louisiana  and  other  States.  And  they  pro- 
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posed  certain  things  that  ought  to  be  done  in  the  program.  Are  you 
familiar  with  that  testimony ! 

Senator  Miller.  You  are  talking  about  tlie  president  of  the  Farm 
Bureau  from  Louisiana  ? 

The  Chairman.  That  is  right. 

Senator  Miller.  The  one  speaking  about  the  quota  system  on 
textiles? 

The  Chairman.  That  is  right. 

Secretary  Hardin,  I  believe  not,  Mr.  Chairman. 

The  Chairman.  It  is  presented  to  us.  And  the  program  as  I  under- 
stand it — of  course,  they  want  permanent  legislation,  that  is  No.  1, 
and  No.  2,  reduce  the  minimum  national  allotment  to  14  million  acres, 
with  a  USDA  purchase  of  up  to  2  million  allotment  acres,  and  retire- 
ment of  productivity  pool.  Now,  that  is  something  I  wish  you  would 
comment  on,  if  you  are  not  prepared  now  what  they  propose  to  do  here 
is  just  tlie  one  sJiot  system,  you  buy  off  these  acres,  and  tliereby  reduce 
tiie  minimum  acres  to  be  planted  to  cotton  to  14  million  acres  instead 
of  16  million.  T  wish  you  would  give  thought  to  it. 

And  before  the  hearings  are  printed  you  might  ^ve  us  your  views 
on  it. 

Secretary  Hardin.  We  would  be  glad  to  do  it. 

(The  information  is  as  follows :) 

A  proposal  culling  for  the  Guveruincut  to  pui'cbase  2  uillios  acres  of  cotton 
allotment  from  farmers  and  laudowners  is  presumaUy  based  on  an  assumption 
that  tlie  allotment  system  that  has  been  in  eQect  for  upland  cotton  alnce  IdH 
will  \ie  continued.  This  is  not  consistent  with  our  current  thinklnK  on  a  CottOO 
program  for  1971  and  succeeding  years.  As  you  know,  we  favor  ellmlnatioii  of 
national  acreage  allotments  and  marketing  quotas.  A  domestic  acreage  allotment 
(now  about  11.1  million  acres)  would  be  established  and  apportioned  to  States, 
counties  and  farms.  Farmers  and  landowners  no  lociger  interested  in  or  able  to 
plant  cotton  could  nevertlielefis  qualify  for  pa.vments  on  the  basis  of  the  farm 
domestic  acreage  altotmenL  Tbe  payments  would  be  made  for  3  or  4  years  until, 
aa  specified  in  the  new  law,  the  allotment  lapsed  for  non-planting.  This  Income 
would  enable  man;  persons  to  phase  out  of  cotton  production  on  a  planned  basis 
as  adjustments  were  made  involving  other  farming  interests,  empioymeot  or 
retirement.  Also  available  to  the  farmer  or  landowner  would  be  the  right  to  sell 
the  farm  domestic  acreage  allotment  to  another  farmer  in  the  State.  Moreover, 
our  proposal  includes  activation  and  modest  expansion  of  the  small  scale  crop- 
land conversion  program,  as  well  as  a  pilot  program  using  the  easement  technique 
for  long-range  whole-farm  voluntary  land  retlrwnent 

As  indicated  above,  we  believe  the  foregoing  proposals  for  a  new  cotton  pro- 
gram would  serve  the  Intereats  of  both  farmers  and  the  GOTernment  more 
effectively  than  outright  purchase  of  allotments. 

Tlie  Chairman.  No.  3  said,  use  the  single  allotment  system  as  in  the 
1050  act. 

Fifth,  anniversary  date  type  loan  as  a  basis  for  CCC  takeover. 

Sixth,  loan  levels  at  not  less  than  65  percent  of  parity. 

That  is  what  we  were  talking  about  just  now. 

Seventh,  CCC  resale  price  at  110  percent  of  loan  plus  charges. 

Eighth,  graduated  payments  to  mills  based  on  use  of  cotton. 

I  pi-oposed  that  several  years  ago,  but  I  do  not  suppose  that  we 
could  put  that  over  as  we  tried  several  years  ago,  not  with  my  good 
frleiicl  Senator  Jordan  over  here.  I  think  he  opposed  it,  and  he  might 
oppose  it  again. 

Senator  Jordan.  I  would, 

The  Chairman,  I  know  you  would.  That  is  why  I  mentioned  you 
specifically. 


!y  Google 


806 

Ninth,  foreign  country  exports  of  textiles  to  tha  T7mt«d  States 
based  on  imports  of  cotton  and  other  fibers  from  the  United  Statea 

Tenth,  establish  a  freight  equalization  fee  of  5  cents  per  pound  in 
the  form  of  negotiable  certificates  on  all  cotton  exports  rrom  the 
United  States. 

Now,  I  am  merely  suggesting  this  because  I  stated  to  the  proponents 
of  this  program  that  when  you  appeared  before  the  committee  that 
we  would  submit  this  to  you  in  the  hope  that  you  could  give  us  your 
reaction  to  it  And  as  I  say,  you  do  not  have  to  do  it  today,  but  send 
it  to  us  in  a  form  in  which  it  can  be  printed  and  put  in  the  record  so 
that  we  can  consider  that  when  we  prepare  the  bill. 

(The  information  is  as  follows :) 

SUMUABT    ARALTBie    AND    COMMENTS    BT    THE    DSPABTUBNT    OF    AORICCLTUXI 

Reoabdino  a  Cotton  Pbofosal  of  tee  tiorieiANA  Fabu  Bureau   Fed^- 

TION 

This  flDSlf  sis  was  prepared  by  a  wort  group  of  experts  represeoting  ASC8 
and  other  services  of  the  Department  having  reaponsibilitlee  and  knowledge  In 
the  subject  areas.  It  has  been  prepared  on  the  basis  of  the  described  program  and 
some  of  the  assumptions  In  the  statement  of  the  Louisiana  Farm  Bureau  Fed- 
eration (LFB)  to  the  Senate  Agricolturc  Committee  on  February  24,  U70. 

1.  Permanent  Retirement  of  Froductivity  Pool  Acreage. — A  figure  of  200,000 
acres  has  been  used  because  this  provision  would  apfri;  to  allotment  acreage 
placed  tn  the  pool  permanentl;.  Such  acreage  amonuted  to  198/)00  acres  In  1960. 
In  addition,  there  were  384,000  acres  temporarily  placed  in  the  pool  In  1966,  as  a 
result  of  annual  leaaea.  This  latter  acreage  would,  of  course,  be  rMumed  to 
originating  farms  for  tike  following  year. 

2.  Purchase  of  g  Million  Acres  of  AlMment  to  E»taWiKh  a  Cotton  "Bane"  0/ 
li  Million  Aerea. — It  Is  estimated  this  acreage  would  be  obtained  at  an  average 
cost  of  (76  per  acre,  reflecting  a  rate  of  around  16f!  per  pound.  Sales  of  cotton 
allatm^it  acreage  lii  recent  years  suggest  a  representative  price  of  aronad 
20f^  per  pound ;  notwithstanding  this,  the  work  group  frit  that  the  2  mUUim  acres 
could  be  procured  at  an  average  price  of  something  lees  tlmn  thla  Resultant  costs 
of  SI50  million  would,  of  course,  apply  for  one  year  and  not  recur. 

3.  Bttimated  Loan  Rate  and  Assumed  Market  Price. — The  LFB  proposal  would 
require  price  support  by  loan  at  not  lees  than  66%  of  parity.  Current  part^  la 
4S.S60  per  pound ;  on  this  basis  a  loan  rate  of  around  320  has  been  used,  basis 
Middling  one-Inch.  In  this  situation  It  is  assumed  Uiat  the  market  price  would 
average  about  33^  per  pound. 

4.  Averaee  Value  of  Cotton  Uie  Certtfloate. — The  LFB  proposal  Includes  an 
illustrative  scale  of  values  for  cotton  use  certificates  provided  as  an  Incentive 
to  stimulate  Increased  mill  use  of  cotton.  The  plan  involves  establishing  a  con- 
sumption base  for  each  mill,  with  the  scale  of  certificate  values  ranging  from  B( 
to,  say,  120  per  pound.  On  average  the  LFB  statemnit  figures  certificate  cost  at 
90  per  pound,  and  this  is  the  figure  the  workgroup  osed. 

fi.  Export  Freight  Egvaligation  Fee. — -Tbe  LFB  proposal  suggests,  as  a  fnrthei 
stimulus  to  the  export  of  cotton,  that  a  freight  equalization  fee  of  50  per  pound 
be  made  available  In  connection  with  all  cotton  exports— and  this  is  the  figore 
the  work  group  used  in  its  analysis.  This  would  mean  an  effective  export  iHice 
of  around  280  per  pound. 

6.  Planted  and  Harvculed  Aoreage,  Yield  and  Production^ — The  group  felt  that, 
notwithstanding  the  retirement  of  2  million  acres  of  allotment,  planted  acreage — 
influenced  by  an  average  support  price  of  320  per  pound— would  approximate 
13.5  million  acres.  Resultant  harvested  acreage  may  amount  to  12.9  million  acres 
which,  at  an  average  yield  ot  520  pounds,  would  mean  producticm  of  around  14 
million  bales. 

7.  Domestic  Consumption,  Exports  and  Stockt. — With  an  average  market 
price  of  334,  and  a  domestic  use  cerUflcate  averaging  90  per  pormd,  tbe  effective 
domestic  price  for  cotton  would  approximate  2M  per  pound,  or  several  coita 
higher  than  that  now  prevailing.  In  this  situation  tlie  work  group  fut  that 
domestic  consumption  would  be  slightly  lower  than  that  of  recent  yeara.  While 
some  mills  would  increase  their  consumption  of  cotton  sutiBtantlally  in  excen  of 
tbeir  conaaniptl<ni  base,  a  number  of  mills  are  likely  to  sntetantlallr  ndwc 
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cmiBimiptloii,  Iccrenslng  their  nse  of  syntbetiea.  A  domeetie  »»naainptIoii 

Sgnre  of  7.S  tnlHton  balea  thue  bas  been  osed  In  the  analrsi» 

The  work  grmip  uj^roximated  total  exports  at  2.2  million  bales,  made  up  of 
around  SOO.OOO  bal^s  exported  under  Public  Law  480,  1.2  million  bales  as  the 
export  equivalent  of  textile  imports,  and  perhaps  200.000  bales  constituting 
other  export  sales.  The  work  group  recognir^d  that  the  proviBiou  of  the  LFB 
projiosal  which  would  limit  textile  imports  into  the  United  States,  by  country, 
to  the  cotton  equivalent  of  such  conntry'a  purchases  of  cotton  from  the  United 
States  Is  intended  to  provide  a  stimulus  to  American  cotton  exports.  Neverthe- 
less the  effective  es:i>ort  price  of  2S<  per  pound  is  around  6#  higher  than  going 
prices  of  tile  current  year.  Exports  for  the  current  marketing  year  likely  will 
amount  til  no  nion-  than  2.5  million  bales;  In  this  contest  the  work  group  felt 
that  total  exports  of,  say,  2.2  million  bales  whieh  the  anlayals  assumes  conid  be 
accomplished  only  if  substAntial  quantities  were  exported  under  Public  Law 
480. 

With  total  offtake  of  10  mliliou  balea  and  a  production  of  14  million  hales, 
ending  stocks  would  rise  by  4  million  bales  to  around  10.3  million  bales.  CCC 
eventually  would  hold  the  bulk  of  the  excess,  even  though  an  "anniversary  date" 
^pe  loan  prosmm  were  in  operation. 

8.  E.i-penditiircs  Vntler  the.  Loan  Program. — The  excess  of  production  over 
offtake  would  amount  to  4  million  bales,  the  quantity  which  would  be  acquired 
by  ceo  under  the  loan  program.  Expenditures  for  such  acquisition  would 
amount  to  $040  million, 

y.  Farm  Value  o}  Production. — A  14-mlllion-hale  crop  would  mean  &  farm 
value  of  production  approximating  ^,240,000,000. 

10.  Total  Eapendilures  to  Oovemment. — Total  expenditures  calculate  at 
fl .346.000.000  based  upon  the  assumptions  and  estimates  described. 

In  sum.  therefore,  compared  to  other  plana  under  consideration  the  LFB 
proposal  woutd  mean  an  increase  of  perhaps  10%  in  the  farm  value  of  prodne- 
tion.  8ttHine<l  through  increased  expenditures  considerably  in  excess  of  this 
Increase.  Further,  carryover  stocks  into  the  1972  marketing  year  would 
Bharply  from  thele*-elttf  a  year  earlier. 
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Tlie  Chairuan.  Xow,  several  questions  were  prepared  here  by  our 
counsel.  During  your  testimony  you  indicated  that  the  additional  costs 
for  the  feed  grain  and  wheat  proixjsals  of  the  coalition  bill  would  be  a 
billion  and  a  half  dollars.  Now,  can  you  give  us  the  costs  of  the  pro- 
giflins  you  are  suggesting  for  the  record  ? 

Secretary  Hardin.  Yes,  sir;  we  can  show  estimates  of  payments 
for  each  program,  indicate  potential  changes  in  other  costs,  such  as 
acquisitions  of  loans  and  export  subsidies. 

(The  infonuation  is  as  follows:) 

WHEAT,  FEED  CRAJNS.  ArlD  UPLAND  COTTON;  PAYMENTS  UNDER  ALTERNATIVE  PROGRAM  ASSUMPTIONS 

FOR  1971  COMPARED  WITH  PAYMENTS  UNDER  PRESENT  PROGRAM  FOR  19fi9  AND  1970 

lln  millioni  at  doll>n| 
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KKtnlolpaiily— meaning  payments' could  lanufioni  rD(i|hl/|329JM)O.0Wla  t700.QnU9aO.Tli*((«isild  bt  naoitti 
alrsHury  >s  prKeswti  would  be  requireil  En  pay  tht  lull  (Ml  o(  UN  donnltB  MrtHKite.  If  mrliiMnB  qiMli  in 
diiapproved.  tlieie  mM  be  napaymsnt!.  PrMlucIian,  luwam.  would  IkA  MtruD  IIM  by  iOIUlDO.a»  sr  3Ca,l)0a.«D 
buslnli.  Hi  th  all  the  increase  jDing  Id  CCC.  A  iDin  rateolDxr  tl.40|i«rb«mlaiildriBlKr«n«up(irtiubrfd]rCBrt». 

.Ti g„|^  I,,  „g  diveriion  or  priu  support  paynMnts.  Prk*  iranlrt  UtrMKlt  lOMii  w*iM  bt  iralibl*  on  ill  pm- 

0  pernnlof  pjrity.  Feed  (rain  Hinl*  couM  Sltran  VM  by  JO,D0O.000tii 40.000,0001  om  hi  1971  winicontiiiof 

lui  in  I  uisMuantyura.  Vlitutlqr  el  of  thiiw<Mld  imI  up  in  CCCIundi. 

ould  be  no  cotton  inyinlnbMlMunlnittMt  nivli*llii|n«Ul  would  be  approved,  ptica  aupport  thrau* 

.„...„ beBvillab<eat6Sl«HptiCMtol_pirttr(iniiidminkMnieteof  over  31  centii  pound  lor  the  1971  croA. 

Thii  would  result  In  a  svbitintlil  blHdup  In  CCC  ttodil  (about  t.ODOJMO  bales  Irani  the  1971  crop)  and  wnuW  InEit 
hnvy  tiport  lubsidv  costs  il  we  altamptad  to  remain  cenpetllhre  in  wodd  marKeli,  Even  wiHiout  payments,  total  budtat 
outlays  for  ttie  1971  piajram  would  probablv  be  hlfher  than  with  tb*  continuatian  ol  tile  present  proinm— and  they 
would  continue  to  increase  each  year. 

less  than  lO.DOO.OCO  acres  oflcni-terra  divarsian  under  an  eipendei)  ciopleni)  ■djuitment  pmgrani. 

The  CiiAiBMAN.  Specificalty  in  donling  with  the  set-aside,  because 
as  I  understand  it  that  is  your  pi-ogram,  you  deal  with  it  on  a  set- 
anide.  Would  you  take  your  jirogram  into  consideration,  and  give 
us  an  idea  of  what  its  cost  would  Ix-,  compared  to  the  present  cost,  and 
to  this  so-called  consensus  thai  has  been  presented  to  us. 

Secretary  Hardin.  I  ran  give  it  to  you  now.  If  we  will  assume  the 
rates  tliat  I  have  suggested  here  earlier  on  the  record,  the  cost  would 
be  about  the  same  as  in  1070. 

The  Chairman.  The  same  as  1970  ? 

Secretarj'  Hardin.  Yes. 

Senator  Young.  Could  I  ask  a  question  that  fits  in  right  there? 

Tlie  Chairman.  Surely. 

Senator  YorNO.  You  state  that  the  coalition  bill  would  cost  about  a 
billion  and  a  half  dollars  more  than  the  present  program.  This  increase 
comes  mostly  on  the  feed  grains  !ind  wheat  program.  The  ooalitioii 
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people  believe  that  their  program  would  only  cost  around  $600  or 
$700  million  more.  Would  you  give  us  a  breakdown  for  the  record 
of  your  estimates  of  the  additional  costs  as  compared  to  the  $700 
million  figure? 

Secretary  Hardin.  We  would  be  glad  to  provide  the  breakdown  on 
that,  Senator  Young. 

Senator  Young.  Thank  you. 

(The  information  is  as  follows :) 

AsawER  CoNCEBBiiiG  Addftional  Cobtb  of  the  Coalition  Bill 


Total  price  support  (loan  plus  payments)  for  com  must  be  provided  at  not 
lews  tban  80  percent  of  parity,  with  a  loan  rate  of  not  less  than  $1.15  per 
bushel.  (Other  feed  grains  would  be  snpported  at  comparable  levels.)  The  mini- 
mum com  loan  of  $1.15  per  bushel  (compared  with  $1.05  per  hushel  under  the 
1970  program)  would  likely  cause  an  increase  in  the  market  price  and  result  in 
less  utilization  (both  domestic  and  export).  This  would  Increase  acreage  dlver- 
aion  needs,  causing  divcrnion  payments  to  increase  by  about  S208  million  reflect- 
ing the  need  to  divert  more  acreage  at  a  higher  payment  rate. 

The  total  com  support  price  at  90  iiercent  of  the  February  1970  parity  price 
would  be  $1.59  per  bushcL  Thin  would  i-equire  a  price  support  paymMit  of 
$.71  per  bushel  (compared  with  $.30  under  the  1970  program)  on  60  percent  of 
the  base.  Thi.i  140  percent  increase  In  the  price  support  payment  rate  for  com, 
with  comparable  increases  for  grain  sorghums  and  barley,  would  increaae  price 
an/iporl  paymenU  by  about  $1  billion. 


An  export  certificate  equal  to  the  difference  between  the  national  average  loan 
rate  and  a  level  not  less  than  (So  or  more  than  90  percent  of  parity  must  be  Is- 
sued to  cooperators  on  not  less  than  40  percent  of  the  bushels  of  wheat  produced 
domestically.  This  would  require  an  export  certificate  for  the  1971  program 
ranging  between  $.45  and  $1.20  per  bushel,  with  paytaentt  of  S2£5  to  t600  minion. 

The  national  avera^re  loan  rate  for  wheat  must  be  not  less  than  $1.25  per  buahel 
after  subtracting  national  average  storage  and  interest  costs,  resulting  in  a 
minimum  loan  rate  of  $1.35  to  $1.40  per  bushel  (compared  with  $1.25  per  bushel 
for  the  1970  program).  This  would  probably  Increase  market  prices  and  increase 
exiwrt  subsidies  by  at  least  $75  million. 


An  acrease  diversion  program  would  be  required  whenever  CCC  loan  and 
inventory  stocks  of  soybeans  and  flaxseed  (Including  their  products)  on  Au- 
gust 31  exceed  150  million  bushels  or  exceed  by  15  percent  or  more  total  use 
Idoinestic  and  export)  in  the  previous  year.  If  a  diversion  program  Is  In  elTect, 
the  total  support  price  (loan  pins  payments)  must  be  not  lees  than  75  percent 
of  parity.  The  diversion  payment  rate  could  be  not  more  than  50  percent  ot  the 
total  county  support  prices  ( loan  plus  payment ) . 

A  diversion  program  would  be  required  for  the  1971  crop.  Support  nwlceB  at 
the  75  percent  of  parity  minimum  (based  on  Febmary  1970  parity)  would  be 
$2.81  per  bushel  for  soybeans  and  $3.21  per  bushel  for  flaxseed.  With  acreage 
diversion  of  6  million  acres,  pavments  under  this  program  could  total  around 
$400  million. 

The  Chairman.  Now,  as  to  cost,  you  say  that  it  would  be  the  same 
iis  now  under  the  present  law.  What  woiild  it  be  for  1971,  1972  and 
107-^  ? 

Secretary  H.vrdin.  About  the  same. 

Tlie  O11AIR.MAN.  So  change? 
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Secretary  Hakdin.  No  substantial  change.  Of  course,  voa  cannot 
predict  all  of  the  factors  in  it.  But  we  would  be  pr^>area  to  recom- 
mend at  the  same  level. 

The  Chairman,  What  is  the  expected  production  of  wheat,  feed 
grain  and  cotton  if  the  latest  set-aside  program  were  adop>ted,  and 
upon  what  basis  is  this  determined  ? 

Secretar}-  Hardix.  I  missed  the  first  phrase  there  again. 

The  Chairman.  What  is  the  expected  production  of  wheat,  feed 
grains  and  cotton  if  the  latest  set-aside  program  were  adopted,  and 
upon  what  basis  is  this  determined  ? 

Secretary  Hardin,  I  do  not  have  those  figures  with  me.  They  are 
available,  and  we  will  put  them  in  the  record. 

The  CuAiRaiAN.  Put  them  in  the  record. 

(The  information  is  as  follows :) 

For  1971,  we  have  assumed  a  wheat  set  aside  requirement  of  7B  percent  and 
bave  estimated  production  at  1.4  billion  bushela;  a  feed  grain  set  aside  of  30  per- 
cent with  additional  paid  diversion  and  have  estimated  production  at  187  mllllOD 
tons;  for  cotton  we  have  assumed  a  aet  aside  of  50  percent,  a  11.1  million  acre 
base  allotment  with  a  portion  of  the  set  aside  eligible  for  planting  to  cotton  and 
have  estimated  production  at  12.8  million  bales. 

What  is  the  total  acreage  you  have  in  mind  being  diverted  from 
production  through  the  set-aside,  let  us  say,  for  com  and  sorghum, 
wheat,  cotton  ? 

Secretary  Hakdin.  The  total  acreage  divei-sion,  Mr,  Clialrmaii,  will 
approximate  that  under  the  present  programs  for  the  different  groups 
of  crops  combined,  varying  a  little  as  need  be  from  year  to  year.  It  is 
expected  that  wo  ivould  have  to  diveit  from  production,  about  the 
same  number  of  acres  in  total.  The  difference  is  that  there  would  be 
no  specific  limits  on  com  or  wheat.  Cotton  is  a  little  different.  I  do 
not  think  there  would  be  diversion  from  cotton;  the  acres  idled  could 
very  well  be  acres  that  will  be  going  into  corn  or  soybeans  in  the 
cotton  area.  The  allotment  governs  the  acres  of  cotton,  of  course,  rather 
than  the  total  size  of  the  farm  in  a  great  many  cases. 

The  Chaucman.  Well,  judging  from  what  you  are  saying  now,  your 
suggestions  are  not  far  removea  from  the  present  law,  is  that  correct! 

Secretan"  Hardin.  In  terms  of  diversion,  that  is  correct.  Tlie  two 
principal  features  are  the  lower  loan  levels  and  the  greater  flexibility 
for  determining  what  crops  will  be  grown.  We  think  over  a  period  of 
time  this  will  permit  greater  regionalspecialization,  particularly  if  the 
Com  Belt  farmers  quit  growing  wheat,  and  a  few  tnings  of  this  sort. 

The  Chairman.  And  that  is  the  place  wherein  you  would  want  to  ^et 
the  farmer  have  more  leeway  to  select  and  plant  what  he  desires! 

Secretary  Hardin.  Yes. 

Senator  MnxER.  Could  I  ask  a  question  at  this  point,  Mr.  Chairman  t 

The  Chairman.  Surely. 

Senator  MiLijai.  You  said  particularly  when  the  Com  Belt  farmer 
stops  growing  wheat. 

Secretary  Haiohn.  Yes. 

Senator  Millbr.  What  did  you  have  in  mind  that  the  Com  Belt 
farmer  might  grow  when  he  switches? 

Secretarv  IlAimiN.  It  would  be  com  or  soybeans  in  most  instances. 
He  is  not  forced  to  do  this.  It  would  be  optional.  We  think  that  quite 
a  few  farmers  would  elect  not  to  make  the  investment  in  the  special 
machinery  and  so  forth,  necessary  to  grow  wheat  if  the  limit  on  com 
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were  removed.  And  offsetting  tliis,  there  would  probably  be  some  wheat 
■farmers,  particularly  in  the  border  areas  between  the  Wlieat  and  Com 
Belts,  that  would  elect  to  grow  wheat  rather  than  corn  because  it  is 
more  prafitable  in  these  circumstances. 

Senator  Curtis.  I  was  talking  to  a  Nebraska  fanner  in  the  last 
S  weeks,  and  he  pointed  out  something  in  favor  of  what  you  are  pro- 
posing. He  said  that  machinery  was  getting  so  expensive — and  it  has 
been  expensive  for  a  long  time — that  there  were  a  number  of  Nebraska 
farms  that  were  over  diversified,  they  were  dabbling  in  too  many 
things,  and  if  they  could  get  back  to  what  the  land  was  good  for,  th«r 
machinery  and  operating  costs  would  be  substantially  down.  And  he 
was  basing  it  on  the  assumption  that  what  they  gave  up  in  their  farm 
planning  operations  would  be  what  some  other  section  of  the  country 
would  want. 

Secretary  Hardin.  Tliat  is  precisely  what  I  was  att«mpting  to  say. 

ou  said  it  better,  or  he  did. 

Senator  Cuktib.  Farmers  are  smarter  than  the  rest  of  us. 

Senator  Talmadoe.  They  have  to  be. 

Senator  Miller.  May  I  add  a  footnote  to  that? 

You  mentioned  soybeans,  Mr.  Secretary.  But  what  are  the  chances 
of  getting  some  more  sugar  beets  into  tliis  picture  ?  We  do  not  have 
to  come  to  grips  with  that  until  nest  vear.  But  there  are  a  number 
of  farmers  growing  corn  whom  I  think  might  like  to  shift  to  sugar 
beets  if  they  could. 


beets  It  they  could.  i 

t     Secretary  Hardin,  That  is  another  story  entirely.  ^^^^H 

Senator  MiLi.r.R.  It  comes  up  next  year ^^^^H 

Senator  Curtis.  Would  you  yield  to  me  there?  ^^^^H 

Senator  MiLLEB.  Yes.  ^^^^H 

Senator  Curtis.  That  is  handled  by  the  Finance  Committee.  A  few  ■ 
years  ago,  after  a  long,  hard  fight,  we  got  provision  for  a  considerable 
expansion  of  the  domestic  sugar  quota.  It  never  materialized.  It  costs 
upward  of  $18  million  to  build  a  sugar  plant-  And  every  possible 
means,  Government  loans,  cooperatives,  and  everything  was  pursued, 
and  there  was  very  little  done  about  it 

In  the  meantime  they  switched  to  another  program,  giving  the  De- 
partment of  State  authority  to  allocate  to  foreign  countries,  countries 
3,000  and  4,000  miles  from  here,  a  share  in  our  sugar  quota. 

Our  chairman  knows  more  about  that  than  anybody. 

Senator  EmrNBEB.  Well,  that  was  a  hot  issue  when  we  passed  the  , 

present  sugar  1  aw. 

Senator  Ctmns.  Yes. 

The  Chairman.  And  ample  authority  was  given  to  build  new  au-  I 

thorities.  As  a  matter  of  fact,  we  had  to  agree  to  language  that  would 
make  that  come  about,  but  as  I  say,  when  they  start^  to  look  into  the 
matter,  it  was  a  little  more  expensive  than  tliey  anticipated,  and  it  was  I 

hard  to  get  the  capital  to  construct  it.  ' 

Senator  Young.  Would  you  yield  just  a  second? 

Senator  CuKTis.  Yes,  i 

Senator  Young.  It  is  not  only  a  question  of  money.  We  have  two 
groups  ready  to  erect  plants  in  my  State  now.  All  they  need  is  a  sugar 
marketing  allocation.  The  farmers  have  been  growing  a  lot  of  extra  ' 

beets,  but  no  one  wants  to  gamble  on  putting  up  a  big  refinery  unless 
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they  have  a  marketing  allocution  to  back  it  itp.  If  we  got  a  bigger 
domestic  aliocation  we  could  have  two  new  retineries  in  my  State,  al- 
most immediately. 

Senator  Curtis.  At  the  time  it  was  done  there  was  a  general  fear 
that  the  Castro  crisis  would  soon  be  o\er  and  they  would  lose  it.  And 
in  my  State,  particularly,  we  Iiad  a  blight  on  the  sugar  beets  about 
that  time.  And  we  ended  up  with  two  less  factories  than  we  started 
out  with. 

Secretary  Hardin.  We  have  had  3  years,  up  until  this  year,  of  un- 
restricted sugar  beet  planting.  Of  course,  our  limit  has  been  tbe  re- 
fining cajjacity. 

Senatoi'  Young.  Tliat  is  right. 

Secretary  HAnDiN.  This  vear  we  have  projjortionate  shares  again, 
but  we  ha\-o  had  3  vcars  of  uni-estricted  iilanfing. 

Senator  Young.  ^Ve  have  a  much  larger  acreage  history  as  a  result 
of  it,  but  not  the  market  allocation  allotment  to  assure  additional 
refineries. 

Senator  Mir.i.Eii.  I  think  the  summaiy  of  this  is  tliat  it  is  something 
that  can  be  looked  at  a  little  later  on. 

Senator  Joroan.  Yon  say  a  sugar  faotorj-  costs  $18  million? 

Senator  Curtis.  That  is  right. 

The  Cjiaihsian.  It  costs  that  to  construct  a  factoiy. 

Secretary  H.\Bitix.  Yon  ai-e  not  talking  about  a  large  number  of 
acres  here. 

The  CiiAiHiiAx.  Mr.  Soci'etarv,  some  of  these  questions  I  am  asking 

eon  may  he  a  little  repetitive,  but  we  will  overlook  that  for  the  time 
eing. 

On  page  11  yon  state  that  cotton,  wheat  and  feed  grain,  and  pay- 
ments of  wool:  "for  some  specified  period  would  be  approximately  at 
the  levels  of  recent  veal's." 

Xow,  have  you  included  Imth  diversion  payments  and  price-support 
payments  of  recent  years,  or  only  price-support  payments? 

Secretarv  ILvbimn.  The  income  and  the  diversion  jiayments  were  in- 
cluded in  tliat,  which  would  lie  one  figure  under  the  set-aside  proposal: 
income  and  diversion. 

Tlie  CiiAiRsrAN.  Income  and  diverf;ion. 

Would  the  S])ecified  period  be  in  the  law,  or 

Secretary  IIahdix.  Yes;  I  think  it  should  be. 

The  Chairman.  Of  course,  that  would  mean  during  the  lifetime  of 
the  bill,  which  you  .fay  might  bo  3  years,  in  the  form  that  the  House 
suggested. 

Secretary  Hardin.  Right. 

The  Chairman.  I  think  you  did  suggest  that  the  House  would  go 
along  for  a  3-year  period. 

Secretary  ITari>in.  I  think  so.  I  have  to  speak  a  little  tentatively 
here,  because  the  final  decision  hasn't  been  made,  and  I  am  trying  to 
reflect  wlmt  I  think  will  happen  there. 

The  Chairman.  I  nndcrstand. 

I  wondei'  if  you  could  be  a  little  more  specific  for  the  record  in 
regaitl  to  what  we  Iiavc  just  been  talking  about.  I^et's  take  an  exam- 
ple, say,  of  a  farm  with  a  hundred  acres  cotton  allotment  in  1970. 
What  would  its  allotment  be  in  1971  under  the  consensus  of  the  pro- 
gram and  its  set-aside  in  1971  ?  Would  you  lie  able  to  be  a  little  more 
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J  specific  there  and  give  us  a  little  more  speicific  example  as  to  the  differ- 
ent programs  that  you  envision  ? 

Mr,  Palubt.  About  these  different  programs? 

The  Chaihman,  Yes. 

Mr.  Palmby.  Which  commodities? 

The  Ch^urman.  Cotton,  That  seems  to  be  to  simple  one,  and  the 
one  that  is  in  the  worst  fix  than  any  I  know  of  the  staple  commodities. 

(The  information  is  as  follows:) 


COTTON  fABM  EXAMPLES  TO  lUUSTHATE  THE  AU.OTMENT.  PAYMENT,  AND  SET,ASIOE 

P(Mont  ptoiram 
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1971 
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Mr.  PAiMBY.  In  the  manner  in  which  we  have  been  -working  with 
the  House,  we  have  been  looking  at  1971.  The  allotments  will  be  at 
the  same  level  as  the  allotment  on  wliich  payments  ai"e  made  this  year, 
which  is  about  11.1  million  acres.  We  feel  quite  comfortable  about 
an  allotment  at  this  level  because  there  is  no  surplus  of  cotton  in  this 
countrj'  at  the  moment. 

The  Chairman.  Yoii  inci*eased  the  acreage  this  past  year. 

Ml".  Palmby.  Yes.  And  a^coitiing  to  the  plautmg  intentions  re- 
centlv  reported,  plantings  this  year  will  be  higher  than  196;i  by 
slightly  over  200,000  acre^. 

Senator  Talm-IDGe,  Mr.  Chairman,  if  the  gentleman  will  >'ield, 
I  brought  up  that  point  this  morning.  From  the  Secretary's  own 
estimate,  the  1969  crop  costs  for  producing  cotton  may  hnw  been  over 
35  cents  a  pound.  I  still  cannot  understand  how  the  administration 
can  hope  to  get  adequate  production  imder  the  set  aside  plan,  I  do  not 
believe  that  any  section  of  the  country  can  produce  cotton  for  19  cents 
a  poimd.  As  you  know,  the  Department  has  just  made  av:tilalil?  1 
million  additional  acres  for  production  in  1970.  It  is  necessary  to  in- 
crease the  allotment,  because  we  do  not  have  enough  production  of 
cotton. 

It  is  interesting  to  note  how  the  cotton  farmers  have  accepted  the 
opportunity  to  plant  additional  acreage.  Under  the  increased  allot- 
ment, the  farmers  of  the  Nation  would  receive  payment  on  617.000 
additional  acres.  According  to  the  intention-lo-plant  figures,  the  fann- 
ers intend  to  plant  only  about  a  thii'd  of  this  additional  acreage.  Al- 
though the  fanner  can  receive  payment  on  the  617,000  additional  aci-es, 
he  has  indicated  an  intention  to  plant  only  212,000  additional  acre?. 

Is'ow,  the  problem  that  the  cotton  farmer  faces  at  the  present  time 
is  v:istly  different  from  what  he  faced  .'i  years  ago.  We  passed  this  Mil 
in  IHIJS!  As  I  recall,  we  had  a  l7-mi llion-"bale  surplus  at  the  time.  And 
T  believe  at  the  present  time  we  have  a  6-miIlion-bale  caiTyover,  which 
is  really  not  enough  cotton  to  take  care  of  the  off-take.  What  \ 
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foing  to  have  to  do  for  a  cotton  program  is  to  encourage  cotton  pro- 
nction,  rather  than  discouraee  its  production. 

And  I  believe  that  under  the  set-aside  program  it  would  be  further 
discouraged,  particularly  under  one  provision  in  this  bill. 

Mr,  Secretarj-,  most  of  the  farmers  that  I  know  in  Georgia  now 
that  are  really  producing  cotton,  are  voung,  energetic,  livewire  people 
that  know  how  to  hancfle  farm  macliinery  and  equipment  and  they 
have  most  of  their  money  tied  up  in  equipment  And  they're  leasing 
most  of  the  allotments. 

Take  the  fellow  that  is  the  biggest  cottongrower  in  my  home  county 
of  Henry.  He  used  to  be  iin  overseer  on  my  farm.  Up  until  this  year 
I  don't  think  he  owned  any  land  at  all.  He  leases  his  allotments,  and 
that  is  where  liis  production  comee  froui.  If  we  outlaw  the  leasing  of 
allotments  in  the  Southeast,  I  think  the  cotton  program  will  be  finished. 

Thank  you,  Mr.  Cliairnian.  That  was  a  comment  1  had  and  I  would 
like  to  hear  the  Secretary  respond  to  it. 

Mr.  P.\LMBT.  I  think*  wiiat  you're  saying,  Senator,  is  that  with  the 
overall  allotment  1  million  acres  liigher  tlian  for  1969  and  payments 
available  on  an  additional  CO0,O0O-plus  acres,  it  appears  that  plantings 
tliis  year  will  be  up  by  only  about  200,000  acres. 

Senator  Talmaikse,  That  is  right, 

Mr.  Palmbt,  Last  year  there  was  something  like  2  million  acres 
plante<l  over  and  above  that  whidi  was  necessary  to  receive  the  maxi- 
mum payment.  Now  the  intentions  to  plant  tell  us  that  about  the  same 
acreage  will  be  planted  over  the  mandatory  minimum  to  collect  full 
paj-ment,  which  actually  is  581,^  percent  of  the  17.1  miliion  acre  total 
allotment. 

Now,  with  a  1971  minimum  base  of  11.1  million  acres  over  which 
to  spread  the  payment,  and  with  it  being  mandatory  to  plant  90  per- 
cent to  protect  future  allotments,  and  with  an  open  end  planting  pro- 
vision, my  thinking  is  that  there  would  be  an  increase  in  acreage. 

Also,  many  of  the  producers  tell  us  that  there  would  be  overplant^ 
ing  over  the  mandatory  minunum  and,  of  course,  higher  productitm, 
if  WB haveagood  cotton  year. 

Senator  Talsiadoe.  I  don't  believe  you  will  get  any  overplant  at  all 
on  the  19-cent  cotton  when  it  costs  35  to  grow.  A  man  is  not  going  to 
go  into  the  business  of  raising  cotton  to  see  how  fast  he  can  lose  money. 
Itis  really  that  simple. 

Secretary  Hardin,  On  the  acres  over  and  above  the  allotment,  you 
mean! 

Senator  TAurAooE.  Yes, 

The  Chairman.  On  this  example  I  gave  you  a  while  ago  of  100  acres, 
what  would  be  this  farmer's  allotment  in  1971  under  the  consensus 
bill? 

Secretary  Hahdin.  Is  that  his  domestic  allotment,  or  is  that  the  total! 

Mr.  Palmby.  Mr,  Secretarv,  it  would  be  the  same  figure. 

The  Chairman.  The  total  allotment? 

Secretary  Hardtn.  No. 

Mr.  Paijiby.  The  100-acre  figure  is  based  upon  a  national  allot- 
ment of  17.1,  and  the  65  percent  of  the  parity  guarantee  is  spread 
over  the  entire  allotment.  It  is  mandatory  to  plant  at  least  58^^ 
percent  of  the  fann  domestic  allotment  to  collect  full  payment. 

The  Chairman.  581^  pavcentl 
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Mr.  Palmbt,  Yes.  So  that  the  allotment  imder  the  19T1  provision 
in  the  set-aside  program  would  be  65  percent  of  17.1  or  11.1  million 
acres. 

The  Chairman.  Suppose  you  answer  tliat  for  the  reirord  if  you 
haven't  got  it  available,  and  as  you  say,  what  would  be  the  allotment 
under  1971  and  then  the  set-aside  in  1971? 

And  I  think  it  might  be  valuable  for  us  to  have  that  before  us. 

What  would  its  payment  in  1970  and  its  payment  in  1971  be?  Can 
you  give  us  that  information? 

Secretary  Hakdin.  Yes. 

(For  information  above,  see  p.  810.) 

Tlie  Chairman.  Is  there  any  minimum  loan  or  payment  that: 
consensus  bill  would  assure  cotton  producers  in  future  years? 

Secretary  Hardin.  AYe  will  place  it  in  the  record. 

(The  information  is  as  follows:) 

iverage  market  price 
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The  Chairman.  I  wish  you  would  go  over  it  again. 

I  will  give  you  these  questions;  you  might  looli  uiem  over.  And  let's 
tiy  to  round  out  the  record  so  that  we  will  have  something  to  work 
with. 

Now,  in  addition,  Mr.  Secretary,  I  wish  you  would  take  the  law  as 
it  now  stands,  since  the  committee  decided  weeks  ago  to  take  that  law 
as  the  basis  for  another  law,  and  tell  us,  what  would  you  add  or  sub- 
tract from  it,  and  that  would  give  us  an  itlea,  so  that  we  could  fit  in 
your  ideas  by  simply  subtractmg  or  adding  into  the  present  law,  so 
that  we  would  have  something  to  work  wit-h. 

Senator  MUler. 

Senator  Miller.  I  would  like  to  get  back  to  the  beginning  of  your 
testimony  about  the  old  law  with  respect  to  the  wheat  referendum. 
You  state  that  unless  legislation  is  passed  by  April  15  of  this  year 
you  are  going  to  have  to  proclaim  a  marketing  quota  with  a  referendum 
to  be  held  before  August  1.  It  certainly  doesn't  look  to  me  like  we  are 
going  to  have  a  farm  bill  by  April  15,  so  I  presume  you  are  going  to 
go  ahead  and  claim  that. 

Secretary  Hardin.  Yes.  I  have  already  put  the  notice  in  the  Fed- 
eral Raster.  And  the  announcement  has  to  go  out  by  April  15. 

The  Chairman.  We  propose  to  submit  a  resolution  so  as  to  give 
you  more  time.  I  don't  suppose  there  would  be  any  objection  to  us  re- 
porting that  out  ? 

Secretary  Hardin.  In  the  absence  of  the  new  farm  program  I  have 
no  leeway,  except  to  go  ahead  as  existing  law  requires. 

The  Chairj£an.  I  understand. 

Senator  Miller.  This  is  what  I  was  getting  at,  because  it  seems  to 
me  that  you  have  to  set  up  some  machinery  and  it  could  be  rather 
costly  to  the  Department  unless  you  are  given  some  kind  of  a  resolu- 
tion to  supply  this.  And  of  course,  if  we  don't  have  legislation,  by,  I 
suppose,  around  this  summer,  you  are  just  going  to  go  right  ahead 
and  plan  on  that  referendum  on  August  1, 

Secretary  Hardin.  That  is  right. 

Senator  Miliar.  And  I  suppose  that  even  going  through  the  me- 
chanics of  getting  set  for  it  would  be  rather  expensive  and  time- 
consuming;  would  it  not? 
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Secretary  Hardin.  It  would,  indeed. 

-Senator  Miller.  Have  you  indicated  to  the  chairman  here  what 
kind  of  a  time  allowance  you  would  like  to  have  under  a  resolution 
such  as  he  lias  mentioned  ? 

iSecretary  Hardin.  We  have  not,  and  I  am  not  sure  what  the  time 
factor  is. 

Do  you  want  to  answer,  Clarence  ? 

ilr.  Palmby.  Mr,  Secretary,  tlie  preliminarr  work  is  not  cumber- 
some. I  would  think  about  midsummer,  maybe  by  June — I  think  there 
is  &  little  grace  period. 

Senator  Millkr.  In  other  woitls,  if  you  had  a  resolution  to  enable 
you  to  postpone  the  proclamation  until,  say 

ilr,  pALMRr.  The  proclamation  itself  is  rather  meaningless. 

Senator  Millek.  AVhat  would  we  need  the  resohition  for?  The  mere 
fact  that  you  have  procliiimed  it  dosen't  mean  that  anything  is  going 
to  happen  if  we  get  fegishition  thi-ough. 

Mr.  P.VLiiBY.  Legisfatioi!  i-eqiiircs  only  tliiU,  we  pi-oclaim  mai'k^ng 
quotas  and  announce  the  1071  national  wheat  allotment  by  AprillR.  We 
would  delay  tlie  determinations  of  kState,  connty,  and  farm  allotments 
as  long  as  possible  and  still  1>g  able  to  get  allotment  notices  into  the 
liands  of  wheat  farmers  prior  to  the  August  1  referendum  date.  The 
resolution  would  be  need^  to  delay  the  August  1  referendum. 

Senator  Miller.  That  is  right. 

Air.  Palmbt.  But  tlie  time  draws  near  for  the  Auguft  1  referendum. 

The  Chairman.  Wlieii  is  that? 

Mr.  Palmbv.  Sixty  days  ahead  of  August.  1. 

Secretary  Hardin.  Pn»bably  June  1. 

Senator  Miixkr.  What  would  happen  on  Jime  1  'i 

Secretary  Hardin.  AA'e  would  need  to  know  whether  to  go  ahead 
with  the  referendum. 

Mr.  Palmuy,  Wo  do  not  want  to  send  the  notice  to  all  the  individual 
farmers. 

The  Ch.uii.man.  Would  you  need  a  resolution  of  any  kind  if 

Mr.  Palsirv.  Xot  inimediatL'ly. 

Secre^ai'y  Hardin.  We  Iiave  i;(l  days,  a  little  more  tlian  60,  I  should 
think  that  in  a  nmntli  we  shriuld  take  another  reading,  and  if  it  looks 
like  we  are  going  to  W  bogge<l  down  for  a  long  time  i>n  farm  legis- 
lation, we  probably  will  have  to  have  a  resolution. 

Senator  MiiJ-iJi.  You  arc  going  to  still  have  lo  make  yonr  proclama- 
tion on  April  1.^)? 

.Senator  IIakdin".  Yes;  iiulocd. 

Senator  Miu.kr.  lint,  that  is  just  a  pi-(n']amati<m,  and  we  don't  have 
to  worry  alxintit  toget  farmers  ilown  the  road 

Pardon  me.  Aiv  yon  going  to  have  to  set  a  date  in  that  proclamation 
as  to  when  the  i-efeivnduni  would  he  held? 

Secretary  Hardin,  No, 

Senator  Millmi.  lint  you  need  (10  days  aliead  of  lime  to  set  the  date; 
is  that  the  jxiint  i 

Secretary  Hardin,  Yo«, 

The  CHAiK^rAN.  Suppose  you  notify  us  whsu  you  need  and  we  will 
see  that,  it  goes  tlirongli.  at  least  so  far  as  this  coiinnittee  is  concerned. 
And  I  presume  we  won't  get  into  as  much  trouble  on  tha  House  side. 

Secretary  Hardin,  I  hope  not. 
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The  Chairman.  Senator  Yoiiiiff. 

Senator  Young.  I  just  wantea  to  say,  Mr.  Secretary,  that  on  the 
whole  your  statement  today  was  very  encouraging.  I  tliink  we  can 
work  out  a  good  farm  bill.  There  are  some  areas  where  we  disagree 
with  yon  very  strongly,  however. 

For  example,  on  your  suggestion  tliat  we  establish  price  support 
levels  at  from  zero  to  90  percent  of  parity,  it  may  be  that  some  futnre 
Secretary  of  Agriculture  could  elimuiate  price  supports  entirely. 

Secretary  Hardin.  I  think  this  needs  to  be  tightened  up  in  the  legis- 
lation. We  agi-ee  with  that. 

Senator  Young.  Good. 

The  Chaibm.vn.  What  do  you  mean  by  "tightening  up  ?" 

Secretary  Hardin.  In  the  draft  bill,  it  was  put  "zero  to  i)0."  I  don  "I 
think  there  was  serious  intent  to  leave  that  wide  a  margin. 

Tlie  Chairman-  That  causes  a  lot  of  commentj  I  can  tell  you. 

Secretary  PLiROiN.  I  know  it  did :  I  got  some  of  it,  too. 

But.  let  me  say,  as  Secretary,  that  I  would  hope  that  there  are  more 
guidelines  than  that. 

Senator  Youua.  There  is  another  important  area  regarding  price 
support  levels.  Yon  are  suggesting  that  we  reduce  wheat  price  support 
loan  levels  bv  15  cents  a  bushel,  looking  more  toward  a  good  income 
for  farmers  in  the  free  mai'ket.  I  don't  feel  tJiat  optimistic  about  it. 
Two-thirds  of  onr  wheat  has  to  be  exported  at  the  world  price,  and 
thei-e  reall}'  is  no  world  price ;  it  is  a  rigged  price  that  is  set  from  day- 
to-day. 

Almost  every  country  in  the  world  has  a  great  advantage  over  ns  in 
one  way  or  another.  All  the  Common  Market  countries  have  very  high 
price  supports.  Canada  is  our  biggest  competitor,  and  will  probably 
export  about  as  much  as  we  do. 

Let  me  give  you  just  one  advantage  that  they  have  on  freight  rates. 
Canadian  farmers  haven't  had  a  freight  rate  inci-ense  on  wheat  and 
other  grains  moving  info  export— this  is  hard  to  believe — since  before 
the  turn  of  the  century. 

The  Chaisman.  That  is  Government-owned. 

Senator  Young.  Their  freight  rate  on  wheat  moving  from  Saskat- 
chewan to  the  head  of  the  Great  T^akes  is  now  approximately  15  cents  a 
bushel.  Ours  for  similar  movement  is  35.4  cents  and  there  is  another 
6-percent  increase  proposed  to  go  into  effect  soon. 

So,  they  have  an  advantage  right  there  of  about  20  cents  a.  bushel.  I 
would  like  to  have  this  whole  tabfc  comparing  those  rates  inserted  in  the 
record. 

The  Chairman.  Without  objection  that  may  he  done. 

(The  table  referred  to  follows) : 


Fbeioiit  Rate  Data:  Wheat,  Ustted  States  ano  Canai 
Portal,  N.D.  to  Dulmb- Superior 


Estavan,  Snskntchesviin  to  Port  Arthur-Fort  WUUam 


i 


25#  i>er  li  mid  red  weight  ( 15<f  per  bushel ) . 

Snurcp ;  John  Agrey,  North  Dakota  Public  Service  CommiHsion,  Charles  Pear- 
I  Bon,  IJBDA  Conouiner  aod  Martcetlag  Serrlce. 
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Senator  Mnjjat.  May  I  ask  a  question  on  that  point  t 

The  Chairman.  Senator  Miller. 

Senator  Mh^ler.  How  do  we  compete  with  Canada  when  we  have 
this  kind  of  a  freight  rate  differential,  unless  we  have  a  subsidy 
arrangement  ? 

Sewetary  Hardik.  We  have  an  export  subsidy.  And  we  are  propos- 
ing that  there  will  be  one  continued  on  the  domestic  allotment. 

The  Chairman.  Senator  Bellmon. 

Senator  Bellmon.  Mr.  Chairman,  I  would  like  to  ask  the  Secretary 
speciiically,  what  is  there  in  your  proposal,  and  under  the  present  Jaw, 
by  which  we  express  wheat  loan  rates  and  j'et  in  order  to  g&t  the  rate, 
the  farmer  has  to  store  the  wheat  for  virtually  a  whole  year? 

At  the  present  time  the  figures  here  have  shown  vou  have  shown 
only  $1.25.  That  is  $1.25  if  you  hold  the  wheat  to  the  first  of  April. 

Secretary  Hardin.  I  want  you  to  answer  this  question,  Mr.  Palmby. 

Senator  Bellmon,  My  question  is:  Why  does  the  Department  of 
Agriculture  express  the  wheat  loan  rate  here  on  page  16  at  $1.25,  when 
that  is  not  true;  that  is  the  loan  plus  a  year's  storage?  Why  don't  you 
be  honest  with  us  and  tell  us  that  the  mrmer  only  gets  $1.15  or  less? 

Mr.  Palmby.  Senator  Bellmonj  I  can  answer  it  this  way:  that 
essentially  beginning  with  the  price  support  loan  program  on  most 
grain,  were  really  tailor-made  tor  farm  storage  loans.  So,  generally, 
uie  loan  mechanism  for  ^ains  has  been  tied  to  the  concept  that  tlie 
farmer  would  be  responsible  for  carrying  the  grain — whether  it  was 
iu  a  commission  warehouse  or  in  farm  storage  facilities — that  he 
would  be  responsible  for  carrying  the  grain  tlirough  the  loan  period. 

The  end  or  the  loan  period  vanes  across  the  Nation,  grain-by-grain, 
and  by  geographical  area,  but  generally  it  is  from  March  31  to  July  81. 

Senator  Beu^hon.  But  this  is  a  misleading  impression,  that  the 
farmers  are  getting  more  for  their  loan  than  they  really  are. 

Mr,  Palmbt.  If  you  take  all  the  grains  as  a  group  and  keep  in  mind 
that  a  large  bulk  or  the  corn,  for  instance,  is  in  farm  storage  facilities, 
and  about  half  of  the  soybeans  are  in  the  farm  storage  facilities:  the 
portion  of  the  wheat — it  varies  by  area,  and — as  to  now  much  is  in 
commercial  storage  or  farm  storage — ^you  have  this  common  denomi- 
nator of  storage  running  through. 

I  repeat,  since  the  beginning  of  the  loan  progrun  in  the  early  1930's, 
it  has  operated  on  that  concept. 

Senator  Bellmon.  I  am  not  concerned  with  that.  We  are  writing 
a  new  program.  We  don't  have  to  be  tied  to  the  past.  The  Secretary 
has  given  us  a  recommended  figure  of  $1,15  for  a  future  loan  rate. 
What  he  is  really  saying  is:  $1.13,  less  a  year's  stor^e. 

Mr.  Palmby,  Less  the  storage  period  under  loan.  The  period  runs 
through  April  30;  it  is  then  from  the  date  of  harvest  to  April  30. 

Senator  BELi,iroN.  Well,  in  order  to  qualify  for  this,  the  farmer 
ha,s  to  pay  this  long  storage. 

Mr.  Palmry.  That  is  correct. 

Senator  Bellmon.  Wliat  I  am  curious  about  is,  why?  Why  not 
state,  "we  are  going  to  make  a  certain  loan  to  the  farmer,  and 
if  it  is  going  to  be  $1.05,  let's  just  say  $1,05." 

Mr.  Palmby.  You  must  remember,  Senator,  if  that  is  done  it  is 
the  same  as  increasing  the  loan.  We  would  want  to  give  the  farmer 
with  his  storage  facilities  the  same  deal  we  would  give  tba  fanner  who 
stored  in  a  commercial  warehouse. 
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It  would  mean  that  in  the  place  of  $1,15  it  would  inclnde  the  cost 
of  storing  it  through  tlie  loan  period.  So,  if  storage  is  7  or  8  cents, 
it  would  Be  the  same  as  increasing  the  loon  by  T  or  8  cents  in  line  with 
what  we  would  loan  to  the  farmer  who  stored  in  his  faciliity  on  the 
farm.  It  is  tied  to  farm  loan. 

Senator  Beixmon.  I  understand  that.  But  the  farmer  is  receiv- 
ing, the  way  you  express  the  loan  rate,  about  10  cents  less  for  his 
crop,  than  the  figures  would  make  it  appear,  and  lie  gets  the  10 
cents  only  if  he  stores  it  in  his  own  facility. 

Mr.  Palmbt.  That  is  correct. 

Senator  Bellmon.  There  was  a  time — and  I  am  not  sure  I  can 
.cite  the  year— when  the  Government  expressed  the  loan  rate,  and 
then  the  storage  was  in  addition.  I  am  not  sure  what  year  this  was 
changed ;  it  was  back  several  years. 

i&.  Palmbt.  It  was  back  several  year."!  ago.  I  am  sure  that  the 
farmer  who  had  the  storage  facilities  has  always  received  the  same 
l^ntribution  through  that  loan  period  as  tlie  one  who  stoi-ed 
'commercially. 

Senator  Bbllmon.  Is  there  any  reason,  so  far  as  the  Depart- 
ment is  concerned,  and  so  far  as  administering  the  program  is  con- 
cerned, that  you  couldn't  express  the  loan  rate  as  the  loan  without 
requiring  the  fanner  to  pay  the  year's  storage,  or  furnish  the  year's 
storage  1 

Mr.  Palmby.  a  farmer  may  store  it  on  his  farm  for  a  whUe,  and  then 
at  his  convenience,  take  it  to  the  commercial  house  and  get  a  storage 
receipt,  and  wo  make  a  loan,  or  he  may  receive  a  loan  at  harvest  time. 
Under  tliis  program  he  is  free  to  do  whatever  he  wants. 

The  only  way  I  would  know  how  to  do  it  differently,  would  be  to 
have  a  continuation  of  the  present  loan  rate  announcement  for  farm 
stored  loans,  and  then  to  have  a  different  publislied  loan  rate.  It  would 
be  a  lesser  figure,  depending  on  each  month  or  each  day.  Actually, 
storage  is  figui-ed  on  a  per  diem  basis. 

Senator  Bellmon.  As  a  practical  matterj  if  the  farmer  has  .storage, 
he  would  want  to  use  that;  he  will  keep  it  there  as  long  as  he  can. 

Mr.  Palmbt.  But,  there  are  all  types  of  activities  that  go  on,  de- 
pending on  the  grain,  as  to  when  it  comes  to  the  commercial  warehouse. 
I  do  think  this  procedure  at  the  moment  is  best  suited  to  grain. 

Senator  Bellmon.  It  is  a  very  misleading  procedure.  Many  farmers 
feel  like  they  are  being  misled.  They  say  tliey  are  getting  $1.25  loan, 
and  it  is  in  reality,  that  much,  less  storage. 

The  Secretary  has  mentioned  that  he  would  like  a  3-year  biU.  Is 
there  any  particular  reason  to  choose  that  period  ? 

SecretJiry  Hardin.  None,  except  that  as  a  practical  matter  I  don't 
think  it  is  realistic  to  go  beyond  that. 

Senator  Beulmon,  As  a  iK>litical  matter,  that  is  going  to  put  it  right 
in  ft  presidential  campaign  year. 

Secretary  Harbin.  No,  it  will  be  the  year  after, 

Sraiator  Bellmon.  Another  point  tnat  has  nothing  to  do  with  cost, 
but  rather  with  making  the  program  mora  palatable  for  farmers:  one 
of  the  big  complaints  about  farm  programs  is  that  we  go  into  these 
things,  and  then  a  year  later,  at  the  pleasure  of  the  Buaget  Bureau 
or  someone  else,  we  finally  start  getting  our  checks.  Is  there  any 
thought  of  accelerating  the  payment  to  tlie  farmer  who  cooperates"? 

Secretary  Hardin,  Accelerate  the  payment "  '" 
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Scniitor  Bellmon.  Tlie  date  of  i>aynieiit.  For  instance  wheat  cer- 
titicate  pajinents  this  year,  the  growers  who  went  into  the  program 
hist  September,  woiikl  probably  get  those  certificate  checks  in  August 
of  tliisyesir,  or  perhaps  even  later. 

Secretary  IIardin.  We  liave  the  advance  provision  for  com  and 
ieudfzra'm. 

Ml".  l^Ai.MBT.  We  have  wheat,  too,  Mr.  Secretary.  I  don't  see  how 
we  loiikl  make  payment  before  the  farmer  certifies.  The  reason  we 
iire  abkt  tliis  vear  to  step  up  the  payment  is  that  we  are  automated. 
Tliis  iijreiicy  is  becoming  moi'C  and  more  automated,  so  that  we  will 
work  a  bit  fiuster.  "SVa  ciinnot  make  a  payment  before  the  farmer  cer- 
tifies, or  until  we  Iiave  some  dnciiniMit  tliat  shows  he  is  in  compliance. 
AVc  will  do  tliat  just  as  s-oon  as  he  comes  into  the  oflSce  after  July  1 
Slid  certifies  tliat  he  is  in  complisuice.  Also,  there  are  some  things 
rliat  must  !«>  spot-cliecked. 

Senator  Bellsfon.  Wiiy  July  1  ? 

Mr.  Pai.muv.  It  is  the  start  of  the  new  fiscal  year.  We  can't  make 
a  payment  until  after  July  1;  that  is,  we  can't  make  the  payment 
until  i!ic  1971  fiscal  year.  In  your  area  of  the  countiy  we  can  receive 
lertifinitions  liefore  July  1,  but  we  can't  make  payments  until  after 
July]. 

Senator  Bi:i.i.M(ix.  Tjet  me  !=ee  if  I  understand  it,  then.  Ilie  fanner 
gn;\vs  a  oii)p  here  for  linn-esting  in  June  of  1970.  You  are  not  going 
to  pay  hiin  m  the  1970  fiscal  year,  but  rather  he  gets  paid  in  the  1971 
fi-ii-alyear. 

Mr.  Paljiuy.  Your  date  of  harvest  is  along  in  June,  I  believe. 

Senator  Bellmon.  Right. 

Mr.  pAi.MBY.  Your  countrj'  will  receive  the  payments  earlier  than 
Senator  Young's,  liecause  of  the  date  of  the  har\-est. 

Senator  Bei-i-mox,  But  where  we  live  the  fanner  has  had  to  sign  - 
up  and  prove  that  he  is  in  compliance  back  in  Marcli.  So  the  statement 
that  you  made  that  you  didn't  pay  until  he  certifies  that  he  is  in  com- 
pliance isn't  tlie  real  pn>blein;  the  problem  is  that  it  is  the  wrong 
fiscal  year. 

Mr.  Pai,mby.  As  far  as  the  southern  part  of  the  wheat  belt  is  con- 
cerned, payments  are  held  up  until  the  new  fiscal  year;  there  is  no 
question  .altout  it. 

Senator  Bra^i,Mox.  Tliis  seems  like  an  unfair  thing  to  the  farmer. 
"Why  does  he  have  to  wait  until  the  Oovei-nment  moves  over  into  the 
next  fisc^  year  l>efore  he  gets  his  payment  ? 

Tlie  Coujicress  approjiriates  the  money  for  ci-op  year.  Why  does  he 
have  to  wait  to  get  payment  for  what  heg  rew  in  the  1970  year  until 
l!l"l  ? 

Secretary  IIardix.  I  tliiiik  if  we  could  somehow  get  together  with 
tlie  budget  authorities,  we  could  work  this  out,  but  it  would  have  to 
be  done  through  that  channel. 

Senator  BEu-stox.  Can  it  be  done  ? 

Sei'ietary  ITaruix.  This  involves  appi-opriation  machinery. 

Senator  'Bkli-mon.  But,  we  appropriated  the  money  for  the  1970 
crop  year. 

Mr.  Paljiby.  This  is  a  matter  of  the  Bureau  of  tlie  Budget's  guide- 
lines. The  money  that  we  ^vill  pay  out  in  the  De]>artment  of  Agricul- 
ture for  these  price-su[>ported  payments  and  diversion  payments  in 
this  present  crop  year,  is  in  the  budget  year,  commencmg  July  1.  And 
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that  money  has  been  tliere  at  all  times,  except  that  prior  to  this  year 
L  there  was  a,  portion  of  the  funds  for  a  voluntary  diversion  part  of  tlie 
program,  in  the  year  the  crop  is  planted. 

Senator  BsLrjuoN.  Have  there  been  any  tlioughts — I  have  tulked  to 

the  Secretary  about  this  aJready — but  those  producers  in  the  area 

where  harvest  comes  early,  should  be  given  some  kind  of  a  negotiable 

instrument  that  will  make  it  possible  for  them  to  go  in  to  their  banker 

I  and  get  an  advance  on  this  so  that  they  can  go  ahead  and  meet  the  cost? 

Do  you  need  any  legislation  to  make  it  possible  ? 

Secretary  Hardin.  We  haven't  discussed  that, 

Mr.  Edward  M.  Suulman  (General  Counsel,  U.S.  Department  of 
!  Agriculture) .  I  don't  think  we  need  ajiy  more  legislation,  Senator.  I 
I  tlunk  it  is  a  matter  to  be  decided,  as  to  permitting  it. 

Senator  Bellmon.  You  know  that  there  is  a  great  deal  of  objection 

I  to  tlie  ruling  handed  down  ?  I  assimied  that  the  Seci-etary  would  stop 

the  advance  payment  on  the  feed  grains.  You  are  aware  of  this.  I 

'  merely  was  heavy  on  the  subject.  Has  anything  been  done  to  change 

that? 

I  know  the  statement  was:  "We  are  going  to  go  ahead  and  make  the 
payment  earlier." 

Sec  retai-y  Hardin.  Yes, 

Senator  Bellmon.  That  is  where  the  matter  still  stands? 

Secretary  Hardin.  That  is  where  it  still  stands. 

Senator  Bellmon.  So  far  as  the  wheat  fanner  is  concerned,  you  will 
give  him  his  payment  in  fiscal  year  1971,  as  fast  as  the  machinery  will 
turn  out  the  cliecks. 

.Secretary  Hardin.  Yes. 

Senator  Bellmon.  Mr.  Chairman,  I  have  some  other  questions,  but 
diil  you  want  to  ask  a  question  at  this  point  'i 

The  Chairjl\n.  No  ;  you  may  proceed,  Senator. 

Senator  Bellmon.  One  other  point :  I  tliink  our  chairman  brought 
this  up.  In  Oklahoma  we  have  a  fairly  large  number  of  upland,  dry- 
land cotton  fanners  who  appai-ently  wonld  like  to  get  out  of  tlie  busi- 
ness. They  have  primarily  continued  to  grow  cotton  because  of  the 
payment,  but  if  they  had  a  way  of  phasing  ont  of  the  industry,  they 
I  pi-obablv  would.  I  can't  find  anythuig  in  the  bill  that  appears  to  be 
intended  to  help  them  get  out  of  cotton  into  grass  or  something  else^ 
Is  tiiere  somethuig  that  makes  this  possible? 

Secretary  Hardin.  We  will  consider  it. 

Senator  BErxMON.  Would  you  consider  it  desirable  if  we  could  get 
I  something  in  the  way  of  legislation  to  accomplish  this  objective? 

Secretary  Hardin,  What  form  would  it  take  ? 

Senator  Bellmon.  The  form  I  would  suggest — I  think  this  is  the 
way,  as  I  understood  our  chaii-man — would  l>e  for  the  De])artment  to 
buy  up  these  allotments  over  perhaps  a  5-year  jieriod,  and  pay  the 
farmer  the  fii-st  year  a  i^ercentage  of  his  payment,  and  the  seconcl  year 
80  percent,  do^m  to  zero,  and  during  this  time  restrict  him  from  pro- 
ducing any  support  crop.  And  then  at  the  end  of  that  time  he  could 
use  the  allotment  for  another  purpose. 

Secretary  Hardin.  That  miglit  work.  We  had  a  good  method  for 
cotton.  If  he  doesn't  use  his  allotment,  he  would  lose  20  percent  of  it 
each  year,  and  receive  payment  for  a  period  of  3  to  4  years. 

Mr.  Palmbt.  That  has  been  in  and  ont. 

.Secretary  Hardin. -Vnd  we  think  tlmt  would  be  workable,  1 
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Senator  Bellmon.  But  it  is  not  in  your  propceal  ? 

Secretary  Hardin,  It  is  not  in  now,  but  it  is  still  under  considera- 
tion. 

Mr.  Pauibt.  Tf  I  may  commentj  one  of  the  criticisms  has  been,  Sen- 
ator, over  this  [)rovision  for  paymg  a,  producer  who  does  not  grow 
cotton,  is  that  it  would  make  a  payment  for  a  producer  to  do  nouung- 
for  a  year  or  2  or  3,  except  to  talie  some  land  out  of  production. 

Senator  Cuiiiis,  Excuse  me.  Wouldn't  it  be  in  a  situation  where  the 
Government  really  bought  them  ? 

Mr.  Palsibt.  Yes.  But  it  would  be  a  payment  solely  for  retiring 
some  product!  ve  acreage. 

Senator  Bellmon,  It  isn't  exactly  that.  You  are  paying  this  fanner 
to  not  grow  any  support  crop  on  this  land,  first.  Let's  say  his  payment 
for  a  grazing  program  would  be  $35  an  acre,  and  you  pay  hun  the 
first  year,  and  he  would  get  his  $35,  and  the  next  year  80  percent  of 
that,  so  tiiat  at  the  end  of  5  years,  during  which  period  of  time  he 
would  have  produced  nothing  on  the  land,  he  would  have  received 
down  to  a  zero  program,  and  then  he  would  be  free  to  use  the  land 
as  he  diose. 

The  problem  is — and  I  think  it  is  true  of  the  15-acre  wheat  growers 
in  the  com  belt — the  problem  is  that  these  producers  continue  to  grow 
a  crop,  that  they  don't  want  to  grow  simply  to  stay  in  die  program 
and  get  the  payment. 

And  here  is  a  chance,  I  think,  to  let  them  get  out  of  it,  and  this 
wav  the  cutback  on  the  production  of  the  commodity  that  we  appar- 
ently don't  need. 

Secretary  Hardin.  The  fact  that  we  recognize  this  problem  is  evi- 
dence of  the  fact  that  we  have  had  this  language  in  and  out  two  or 
three  times. 

Senator  Bellmon.  But  at  this  point  it  is  out.  I  am  curious  to  know 
why. 

Secretary  Hardin.  For  the  reason  that  Mr.  Palmby  just  stated. 
But  we  will  study  this  proposal. 

Senator  Bellhon.  I  can't  agree  that  they  are  doing  nothing.  They 
are  giving  up  the  use  of  this  land. 

Secretary  Habdin.  You  are  citing  one  factor  here  in  tying  into  the 
support  crops,  which  was  not  a  part  of  our  consideration.  That  could 
make  a  difference. 

Mr.  Palmby.  I  think  it  is  something  that  we  must  look  at,  Mr. 
Secretary. 

Secretary  Hardin.  We  certainly  recognize  that  there  is  a  problem 
here,  a  real  one.  It  does  need  a  solution. 

SCTiator  Bellmon,  It  perhaps  could  be  applied — to  the  IS-acre 
wheat  grower  in  the  com  belt,  if  he  were  to  receive  his  certificate 
payments  on  a  declining  basis  for  5  years,  and  then  they  get  out  of 
the  wheat  business  and  stay  out. 

But  here,  I  think  this  might  accomplish  the  phase  out  of  it. 

Now,  then,  a  couple  of  other  q^uestions. 

You  mentioned — and  I  certamly  agree  with  your  proposal — that  it 
would  divert  some  of  the  unneeded  agricultural  land  into  recreatitmal 
use.  And  you  haven't  given  us  a  figure  as  to  how  many  dollars  you 
would  use  for  this  purpose.  The  thing  I  am  a  little  nervoos  about  is 
that  perhaps  the  requirement  or  that  provision  would  be  put  in  at 
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llie  expense  of  other  moneys;  in  other  words,  in  order  to  get  the 
Jiioneys  we  are  going  to  get  anyway,  we  have  to  do  this. 

Is  this  tlie  thought,  or  will  diere  be  an  alternative  for  it! 

Secretary  Hardin.  We  have  been  anticipating  an  additional  sum  on 
this,  Senator  Bellmon.  It  is  a  modest  amount.  The  main  reason  we 
haven't  got  down  to  specifics  is  that  we  have  been  concerned  with  the 
-commodity  programs,  and  we  havent  gotten  deeply  into  these  land 
retirement  programs. 

Senator  Sellmon.  There  is  one  other  point  I  would  like  to  bring  up, 
I  think  you  and  the  others  in  the  Department  are  aware  that  we  are 
right  at  the  point  ofgetting  some  new  high-yieklijig  wheat  varieties, 
probably  a  hybrid.  These  are  probably  going  to  produce  a  very  dra- 
matic increase  in  the  yield. 

Now,  is  there  any  tJiought  at  the  moment  at  the  Department  to 
tightening  up  on  the  quality  requirements  so  far  as  loans  are  con- 
cerned? 

In  the  summer  these  wheats  will  pi-obably  be  ideally  suited  for  feed 
cruins.  Is  it  going  to  cause  a  great  dislocation  if  we  go  ahead  and  allow 
ftiem  to  come  under  the  high  loan  values  the  same  as  quality  wheat  has? 

Secretary  Hardin,  "We  have  already  had  to  face  this. 

Mr.  Palmbt.  Senator,  you  put  your  finger  on  what  I  think  is  a 
particularly  difficult  problem,  one  where  we  are  quite  certain  that  we 
must  maintain  some  of  our  markets,  particularly  on  the  basis  of 
■quality. 

Believe  me,  we  need  all  the  brains  that  are  available  to  determine 
linw  to  go  about  his.  One  way,  of  course,  is  the  way  we  have  done  in 
the  past,  ;ind  that  is  to  discount  an  undesirable  variety  for  milling  pur- 
poses as  far  as  the  loan  program  is  concerned. 

Now,  if  the  trend  you  cite  does  iiecome  a  more  real  thing — and  we 
think  it  i)robably  will — ^mayte  another  way  will  be  to  have  a  different 
loan  rate.  But  again,  that  in  itself  doesn't  mean  very  much  in  that  we 
must  re.ly  upon  the  certification  or  upon  the  honestv  of  tJie  producers 
and  grain  handlers,  grain  merchandisers,  and  that  is  going  to  give  us 
some  real  problems  in  the  years  ahead,  I  am  afraid. 

We  just  don't  know  all  "of  the  answers  as  to  how  we  should  approach 
this  one. 

Senator  Beixmok,  It  occurs  to  me  that  while  the  committee  is  con- 
sidering tliis  new  legislation  it  might  be  the  appmpriate  time  to  get 
into  the  law  some  language,  that  will  strengthen  the  hands  of  the  De- 
partment as  it  attempts  to  administer — to  cope  with  these  new  varieties. 

If  we  don't  do  it,  we  are  going  to  wind  up  3  years  from  now  seeing 
our  carryover  go  very  high,  and  then  seeing  another  big  reduction 
in  acreage,  it  appears  to  me,  unless  we  do  make  it  possible  for  these  new 
high-yield  wheats  to  be  offered  as  feed  grains. 

Mr,  Palmbt.  I  think  it  has  been  quite  a  credit  in  many  ways,  not 
only  to  the  Department,  but  to  the  producers  in  the  grain  industry ;  the 
success  with  which  tliis  discount  program  has  operated  in  the  last  15 
years.  It  has  worked  very  well. 

Senator  Bellmon,  It  has  put  a  lot  of  undesirable  varieties  out  of 
production, 

Mr,  Palbibt.  However,  if  in  turn  we  have  a  substantially  higher 
yield,  and  at  the  same  time  a  lower  loan  rate,  I  think  we  have  a  bigger 
iroblem. 


Senator  Bellmon.  It  occurs  to  me  that  if  the  hybrid  proliferates  at 
the  rates,  say,  that  grain  sorghums  have,  that  every  year  you  a,re  going 
to  be  facing  a  whole  raft  of  new  varieties,  and  you  -won't  know  any- 
tliing  about  the  quality.  And  it  would  seem  to  me  to  he  logical  that  a 
variety  would  have  to  be  on  the  approved  list  for  3  years  or  some  period 
of  time  so  that  you  would  know  what  you  were  dealing  with  before 
it  is  e]i<rib]e  for  the  loan  and  then  has  a  chance  to  be  accepted  by  the 
miller,  and  perhaps  can  be  certified. 

But,  I  certainly  feel  that  tlie  committee  would  support  you  should 
you  come  to  us  with  am"  kind  of  a  reasonable  ap|U'oach. 

I  would  like  to  say,  Jlr.  Chairman,  in  conclusion,  that  I  cei-tainly 
flfrree  witli  the  major  concept  of  the  proposals  that  the  Secretary  has 
broujrhf  befoi-e  us,  and  particularly  in  relation  to  set-aside,  because  as 
a  producer  1  concede  that  this  would  give  us  a  great  deal  more  freedom 
to  gi-ow  the  ci-ops  best  suited  to  the  areas,  and  Sso  to  our  farming  com- 
niunity.  And  also  it  would  add  to  the  efficiency  by  enabling  the  farmers 
to  get  away  from  the  crops  they  don't  want  to  raise  into  crops  they  can 
raise  Iwtter, 

And  also  it  would  help  iis  to  adopt  our  agricultural  production  to 
changing  markets  and  clianging  demands  as  time  passes. 

That  IS  all.  Mr.  Cliriirman. 

Tlie  CiiAiRjr.vx.  Mr.  Secretary,  as  I  understand,  you  offered  no 
changes  as  to  wool,  jieanuts.  tobacco,  and  rice '. 

Secretary'  Hardix.  That  is  correct. 

The  Ch.mrmax.  Now,  in  respect  to  rice,  I  received  a  letter  from  Mr. 
fieorge  Blair  of  the  .\merican  Rice  Growers  Cooperative  Association. 
Ilis  amendment  is  designed  to  update  the  IOCS  act  as  it  relates  to  rice 
by  providing  that  if  the  allotment  in  any  year  is  less  than  the  1,818 
million  acres  rice  allotment  in  the  lOfl.'i,  the  diversion  program  requir- 
ing payment  would  become  effective  in  that  year  to  support  the  gross 
income  of  rice  producers  in  that  year  at  a  level  not  less  than  such 
gross  income  wonld  have  been,  had  such  National  Acreage  Allotment 
Act  been  reduced  below  the  allotment  in  196.'). 

In  other  wordiS,  what  he  proposes  is  a  diversionary  program  when 
you  get  below  ],.S  million.  As  you  know,  the  law  provides  for  a  mini- 
mum aci-cage  of  l,fiOO.OOO  acres  in  round  figures.  And  it  is  1.8  million. 

Now,  if  the  acreage  should  be  below  that,  then  it  provides  for  a 
diversion  payment  the  same  as  we  bad  several  years  airo. 

And  I  am  going  to  put  this  in  the  record,  and  I  will  ask  you  to  com- 
ment on  it. 

Secrctarj-  Hardin.  We'll  give  it  careful  consideration. 

(The  documents  referred  to  follows :) 

U.S.  Seivate, 
Washington,  B.C.,  itarch  S,  1970. 
Mr.  George  B.  Bi.air, 

Amrrican  Hirr  tlriiircrs  Coiiprriilirr  Anxiwiiilion. 
Lake  Oharlm.  La. 

TtRAK  Mr.  Br.Ain :  TTinnl;  ynn  for  your  letter  and  the  enclosed  nmeDdment  to  the 
lOfi."  Farm  Act  as  it  concflrns  rice. 

Your  nmendnient,  ns  I  underKtaud  it,  is  rtosigiiod  to  up-date  the  1065  Act  as  it 
relatf-i  tri  rice  \>j  pri>vidfng  that  if  the  all"tinent  in  anj-  year  is  less  than  the  1.- 
SlS.fWS  acre  rice  allotment  iu  llMlit  a  diversion  program  requiring  payiopnt  wonW 
become  elTpotive  in  that  .venr  to  support  the  frross  income  of  rice  producers  in  that 
.vear  at  a  level  not  lower  than  such  i;rosa  Income  would  have  been  had  each  na- 
tional nereaee  allotment  not  been  reduced  below  the  allotment  In  1B65.  Thla 
differs  from  existlne  low  In  that  both  tlie  ullotment  and  income  sa[q>lement  under 
eiistlnfflnwarerehiteil  tolffin. 
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Tliis  seeiiiN  like  n  reiisonnble  idea  to  iin-  iin^i  1 
Witli  kindest  regards  and  be«t  wishes,  I  am 
Sincerely  yours, 

CJinirman.  Committ 

Lakk  Chablbs,  Li.,  Fehruaru  JS.  1970. 
Hod.  AixEif  J,  Eixeades, 
V.8.  Senate, 

Oia  Benate  Offlcc  Building. 
Wathington,  D.C. 

Deut  Senator  Ellbspck  :  Attached  for  yoiic  consideration  is  a  sneseRtp'l 
auiendmenr  to  that  portion  of  the  Agriculttirat  Act  of  19C5,  as  aiiieuded.  pro- 
viding for  an  acreage  dirersion  payment  for  rice. 

Ab  yon  probably  know,  the  General  Counsel  of  USDA  has  intprpretpil  this 
proTision  in  current  law  as  meaning  that  an  acivage  divemion  program  for  rice 
must  be  instituted  if  the  acreage  is  rednced  below  that  of  1SM15  but  that  the  pay- 
ments must  be  made  only  when  the  total  ^ross  income  of  alt  rice  producers  in 
the  United  States  becomes  less  than  the  total  grosH  Income  of  all  rice  producers 
was  in  19S.'i.  Because  of  a  gradual  increase  in  per  acre  yields  and  a  gradual  in- 
crease in  the  parity  price  which  determines  support  levels  and  conaeiiiiently 
average  market  price,  as  a  resnlt  of  the  inflation  of  the  past  few  years,  the  in- 
terpretutiou  is  that  the  national  rice  acreage  allotment  conld  have  beeu  set  this 
year  at  approximately  1,645,000  acres  before  it  would  have  been  necessary  to 
make  any  payments  under  the  diversion  program.  I  am  sure  that  this  was  not  the 
intent  of  this  section  of  the  legislation  which  you  cau»:ed  to  be  included  In  liie 
Act  Of  course,  this  provision  is  not  applicable  beyond  tills  current  crop  year 
unless  tile  Agricultural  Act  of  1665  Is  extended. 

The  suggsted  amendment  which  I  have  attached  would  mean  that  If  the  na- 
tional rice  acreage  allotment  is  reduced  below  that  of  19ft5  (1.81S  million  acres! 
then  an  acreage  diversion  program  for  rice  should  be  instltnted  and  diversion 
pa.vDients  made  so  that  the  gross  inconie  of  riire  producers  for  that  year  would  be 
maintained  at  a  level  not  lower  than  it  would  have  been  had  such  acreage  allot- 
ment for  that  year  not  been  reduced  below  the  1.8  niillion  acres. 

I  ferf  sure  that  this  was  the  intent  of  the  legislation  as  proposed  by  your 
Committee  in  1965  but  no  one  could  forsee  the  effects  of  inSation  over  the 
succeeding  Ave  years, 

I  have  cheeked  the  wording  of  the  sugRested  amendment  with  Mr.  Henry  Casso 
and  Mr,  Barker  Stanton  and  both  of  them  are  in  agreement  that  such  wording 
wilt  accomplish  the  desired  objective. 

Since  your  Senate  Agriculture  Committee  has  already  started  hearings  on  furm 
legislation  and,  I  nnderatand.  National  Farmer's  Union  has  already  presented 
testimony  and  Is  one  of  the  groups  Bui>portIng  ttie  "coalition  bill"  we  will  under- 
take to  advise  National  Farmer's  Union  officials  and  the  members  of  the  coalition 
group  of  the  change  that  we  desire  In  the  Agricullural  Act  of  1965  with  respect 
to  acreage  diversion  programs  for  rice  If  the  Act  Is  extended. 

I  will  appreciate  any  suggestions  you  may  have  with  respect  to  our  procedui 
or  needs  with  respect  to  farm  legislation  for  this  year.  I  hope  to  see  yon. 
Washington  soon.  ' 

Sincerely  yours, 

Oeobob  B.  Blaib, 
Eaeetitive  Vife-Pretldent. 
Atrfrican  Rice  Qrowem  Cooperalire  A»»ociati'in, 


Section  353  (c)  (7)  If  the  national  acreage  allotment  for  rice  for  WS^r  lOftT. 
4«68:  +0607  or  i%7Q  any  year  gitbaequenC  to  that  for  lOffS  is  less  than  the  national 
acreage  iillotmeut  for  rice  for  1965,  the  Secretary  sliail  formulate  and  carry  out 
acreage  diversion  program  for  rice  for  such  year  designed  to  sup|)ort  the 
gross  Income  of  rice  producers  at  a  level  not  lower  than  svrh  gram  income  would 
have,  been  had  »nck  naitdnal  aoreaffe  allotment  not  brctt  reduced  below  that  for 
1B65,  minus  any  reduction  in  production  costs  resulting  from  the  reduced  rice 
acreage. 


•CurrpDt  wording  to  be  deleted  atnick  tbri.iicli,  -idcted  wordlag  itallcli 


SuBgIc 


The  Chaihman.  Are  there  any  further  questions?  Is  there  any  mote 
wisdom  to  be  given  to  this  committee?  Do  any  of  you  gentlemen  desire 
to  say  anything  in  addition  to  what  has  been  said  ( 

The  committee  will  close  the  hearings.  The  hearings  are  ended  now, 
so  far  as  the  witnesses  testifying.  But  permission  will  be  granted  to 
file  statements  and  for  you  to  correct  the  record  until  just  below  the 
Easter  holidays,  which  is  this  week. 

And  we  expect  then  to  go  over  the  hearings  and  have  them  prmted 
so  tlmt  early  next  month  we  -will  be  able  to  look  into  this  program 
and  then  we  may  consult  you  further.  And  I  hope  that  in  the  mean- 
time the  House  can  come  up  with  a  bill.  And  if,  as  and  when  the  House 
does  have  a  bill,  then  we  will  be  ready  to  present  ours. 

Senator  Aikzn.  Mr.  Chairman,  I  thmk  maybe  I  ought  to  explain 
the  reason  I  haven't  attended  tliese  hearings  more  than  I  have. 

The  Chairman.  You  don't  have  to  do  that. 

Senator  Aiken.  I  know  what  has  been  said  for  SO  years  hasnt  been 
changed  too  much. 

But,  the  other  reason  is  that  the  Foreign  Relations  Committee  has 
been  busy  all  of  the  time.  We  have  recently  been  considering  what  is 
commonly  called  the  Peterson  report,  and  I  think  farmers  would  be 
quite  interested  in  that.  Possibly  the  senior  Senator  from  Nebraska 
here  might  be  interested,  because  among  their  recommendations  is  a 
proposed  increase  in  imports  of  sugar,  textiles,  and  meats.  I  dont 
know  that  Nebraska  is  involved  in  either  sugar  or  meats:  certainly 
they  are  not  a  big  cotton  State.  They  may  have  a  few  sheep. 

So,  these  two  things  tie  in  together. 

I  agree  that  every  time  we  use  up  onr  imports,  more  money  goee 
into  the  rich  countries  instead  of  the  poor  countries. 

The  Chairman.  If  there  are  no  further  questions,  the  hearings  will 
close. 

"We  are  very  hopeful  that  these  hearings  can  be  corrected  so  that 
they  can  be  printed  and  made  available  for  us  after  the  Easter 
holidays. 

(Whereupon,  at  4 :00  p.m.  the  committee  adjourned,  subject  to  the 
call  of  the  Chair.) 

(Additional  statements  filed  for  the  record  are  as  follows:) 


I.  Wynne  B.  Headerson,  Prealdent  of  the  IdAho  State  Wbeet  Qrowera  Associ- 
ation, tbank  yon  toe  the  opportunity  to  present  our  vlewa  on  forthcMnlnK  tBirm 
lefrifilatlon. 

We  strongly  dlsajtree  with  the  proposal  to  lower  the  loan  mte  on  wheat  from 
$1,25  national  Average  to  $1.10.  As  can  be  seen  from  the  eocloned  chart  the 
snpport  loan  has,  since  IftlS,  pretty  much  determined  the  price  we  have  received. 
It  Is  evident  this  will  depress  wheat  another  15*  a  biishel.  We  have  received 
the  argument  from  Sec.  of  Agriculture,  Hardin,  that  in  the  long  run  wheat  will 
turn  around  and  he  on  the  upturn  when  enouEli  marginal  producers  are  forced 
out  and  only  leEltlmate  producers  remain.  He  may  be  right  but  we  qaesticn 
whether  or  not  we  can  continue  to  be  In  production  until  this  promised  reversal 
brings  In  enough  money  to  pay  for  our  continually  rising  costs.  As  I  noderstuid 
ir,  what  the  administration  proposes,  with  the  Inclusion  of  wheat  certificates, 
will  lower  our  return  at  least  7<  per  bushel. 

Wheat  is  a  l>aslc  commodity  in  our  area  and  the  prices  of  all  other  commoditiea 
are  geared  to  it.  Consequently,  this  lowering  of  the  snnmrt  price  will  force  the 
price  of  feed  barley  down ;  malting  barley  will  be  down ;  diy,  edible  pea*  and 
austrian  peas  will  be  down,  and  eventually  livestock  prices  will  reflect  this 
downward  trend.  We  have  suspicions  this  Is  one  goal  tbe  U.S-D.A.  haa  In  view. 


The  support  loan  is  one  area  tlmt  has  a  direct  effect  on  oar  price  and  yet 

n't  all  come  out  of  the  U.S.  treasury.  There  Is  some  cost,  admittedly,  but 

e  look  at  tLe  positive  results  It  aeemA  to  have  been  a  wise  Investiueut. 

We  also  object  to  tie  changing  of  parity  to  a  set  figure  or  even  tie  it  to  a 

a  determined  by  an  average  of  previous  years.  Since  it  has  been  declining 

r  twenty  years  there  is  only  one  way  It  will  go — DOWN.  As  you  know  we  are 

jerating  in  an  area  of  Inflation  and  we  have  to  have  aome  tool  to  escalate  our 

i  in  relation  to  our  costs.  We  would  like  to  keep  the  concept  of  parity 

s  It  Is  now. 

The  set  aside  pn^ram,  as  we  understand  it,  and  If  administered  properly. 
^ould  work  well  in  north  Idaho  where  we  have  annual  cropping.  We  already 
e  quite  a  bit  ot  freedom  but  this  would  probably  be  more  flexible  and  easier 
>  fit  to  individual  farms. 
Thank  you  again. 

WHEAT  (PRODUCTION.  SUPPORT  PRICE.  AVERAGE  PRICE,  CROP  VAtUE,  GOVERNMENT  PAYMENTS) 
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AUEBICAN  FAIX8,   iDAHa 

U.S.  Senate  Agbicui.ture  Committee, 
.•Senate  Offlee  Bntld^ff, 
^Fagbin|fton,  D.C. 

Dbab  Senators  :  I  am  Vard  W.  Meadows  of  American  Falls,  Idaho  and  am 
a  wbeat  grower  on  the  dry  farm  wtieaUands  of  Power  Oouivty,  Idaha  I  own 
4217  acres  of  land  of  whicb  S64  acres  Is  wasteland,  leaving  3663  acrsa  of  tlUaUe 
Sronnd  on  which  1  mn  grow  either  wheat  or  barley.  Of  this  3653  acres  of  land, 
1  summer-fallow  one  half  each  year  or  1825  acres  in  crop  and  aiiprcnlmatelr 
1825  acres  In  summer-fallow.  We  have  to  Bummer-fallow  in  this  diT  land  area 
because  the  rainfall  Is  not  high  enough  so  that  we  can  crop  this  land  cTery  y«ar. 
Average  rainfall  Is  approiimntely  12  inches  per  year. 

Summer-fallowing  practice  is  necessary  to  conserve  our  soil  and  is  a  practice 
wherein  we  till  the  groand  and  keep  it  clean  of  weeds  and  store  moMnre  in 
the  soil  by  proper  tillage  methods.  Thoa  in  this  practice  we  store  one  year's 
moisture  In  the  sol!  and  plant  this  land  to  fall  crops  or  spring  crops  of  barley 
or  wheat  and  have  the  next  year's  season  to  mature  the  crop  In — thus  we  grow 
a  i-rop  of  grain  with  two  years'  moisture — the  one  we  store  In  the  soil  thru 
siiinmer-fallow  methods  and  the  one  that  receives  moisture  during  tJie  crop  grow- 
ing season. 

I  give  the  above  Information  because  of  the  "set  aside''  program  that  Is  being 
advocated.  Acres  that  can  be  planted  are  regulated  by  what  Is  known  as  con- 
serving base.  My  conserving  base  is  1523  acres  as  recorded  in  the  local  ASC  office. 
IjKnd  that  Is  cropped  every  year  has  a  small  conserving  base  and  thus  would  not 
be  effettiil  a  great  deal  by  the  "set  aside"  theory,  but  in  my  case  It  wonld  work 
an  extreme  hardship  and  almost  pnt  me  out  of  the  wheat  and  barley  business. 
I  hope  that  the  new  farm  program  can  be  flexible  enough  to  allow  adjnatmenta 
in  the  summer-fallow  areas  of  Ihe  arid  western  |jart  of  the  U.S. 

I  liave  signed  up  with  the  1970  program  and  have  a  wheat  allotment  of  M8.S 
jicrcM  of  wheat  for  1970  pro<luction  iind  am  pleased  to  co-operate  and  help  re- 
dii'-c  the  wheat  snrplus  In  this  counlry. 

The  next  Item  I  wish  to  present  is  the  proposed  redwtion  In  the  loan  rate. 
I'vi'Mcnt  national  average  is  $1.25  per  bushel.  At  American  Ii'alle,  Idaho  tbe 
farm  storage  loan  rate  is  $1.13  with  a  loan  rate  of  $1.06  for  warehouse  storage 
loiLiiM.  Tbe  pro|)o»ei:l  loan  rate  is  for  a  national  rediiction  of  .ir>^  per  bushel 
or  SI. 10.  Thus  you  can  see  that  we  cannot  afford  a  reduced  price  of  .15^  per 
bushel  in  American  Palla,  Idaho.  Since  1933  to  1969  Inclusive  the  record  shows 
tiint  the  price  of  wheat  follows  the  loon  rate— la  some  cases  a  few  cents  over  and 
a  few  cents  under  the  loan.  I  enclose  a  copy  of  this  historical  fact  for  yonr  In- 
formation. Please  at  least  keep  the  national  average  at  $1.25  per  buahel  and 
niiii'e  If  I'o.'Kible,  othpn\lse  we  will  all  be  broke  and  going  to  the  cities  for  welfare 
and  relief  rolls. 

I  would  also  like  to  see  the  loan  program  renewed  so  farmers  can  get  mon^  to 
build  farm  storage  units  on  their  farm  and  hold  their  products  of  small  grains 
out  of  public  and  terminal  warehouses. 

Ta\a  would  help  the  trausjxirtation  pniblem  by  not  glutting  the  isilroadB, 
commercial  and  terminal  storage  facilities  at  harvest  time  and  make  a  mote 
orderly  marketing  season. 

I  have  farmed  all  my  lifetime  and  now  low  prices  and  high  cost  prices  of  open- 
ti'in  are  threatening  to  destroy  this  lifetime  Investment.  It  bothers  me  that  we 
seemingly  have  (o  turn  to  the  government  for  our  lifeline,  to  keep  ns  In  the  pro- 
diii'tion  of  food  to  feed  the  people  of  this  nation  and  the  world.  It  would  be 
much  better  If  we  could  jret  our  entire  income  from  the  marketplace,  but  Just 
niiw  the  economy  does  not  seem  to  be  moving  in  that  direction  as  regards  to 
wheat  prmlucers.  Our  product  is  too  universally  produced  over  the  world. 

Ttie  farm  economy  is  too  i]iii>ortant  to  let  go  by  the  wayside,  because,  In  nij' 
opinion  if  the  farm  economy  goes  under  the  entire  economy  of  the  natton  will 
fc.lliiw.  It  is  estiuiatetl  that  40  i)erfent  of  the  work  force  in  the  nation  Is  depenil- 
dciit  of  asrleulttirc  and  its  related  industries.  This  cannot  be  lightly  passed  by- 

I  .ippreclate  very  much  the  interest  the  ConEress  has  in  the  farm  program 
ond  feel  they  will  do  the  best  they  possibly  can  to  keep  a  sound  and  proeperons 
national  agriculture.  Thanks  for  allowing  me  to  enter  this  testimony,  brief  as 
it  Is. 

Very  Sincerely  yours, 

Yabd  W.  Meadows, 
( For  the  table  referred  to  above,  see  page  S27.  > 
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RESBTTBG,     iDAHt^ 

I 'Senator  Ali^k  J.  Ellendbb, 
■  •Chairman,  Senate  Committee  oh  Agriculture. 
Wa*/tinpioti,  D.O. 

Genti^mbk  ;  My  name  is  Earl  Hoopea.  I  operate  Q  3,000  acre  wheat  farm  ia 
IVton  Cauaty,  Idabo.  This  la  a  summer  fallow  area.  B;  summer  fallow,  I  mean 
an  urea  where  cropa  ore  produced  on  a  pie<«  of  land  only  every  other  year.  The 
production  on  my  farm  is  restricted  by  climate  to  two  alternatives,  namely  wheat 
or  barley,  with  wheat  histoiicallj',  the  principal  source  of  Income. 

It  is  a  widely  recojmized  fact  that  the  wheat  industry  is  hi  fliiancial  trouble. 
This  is  due  principally  to  low  prices.  In  a  desperate  effort  and  with  the  advice 
of  most  Doteid  ecoDomistB,  many  of  us  have  expanded  (on  horrowed  capital)  to 
invrease  efficiency  and  maintain  our  income,  but  the  result  bas  not  been  as  an- 
ticipated. Our  Income  has  been  in  steady  decline.  This  decline  in  wheat  farm 
income  has  run  concurrently  with  a  period  of  the  greatest  personal  income  in- 
fn-flse  iu  our  nation's  history.  This  desperate  effort  of  expansion  has  not  only 
failed  to  solve  our  problem,  but  has  In  fact  magnified  it. 

If  you  will  excuse  a  personal  eiample,  I  will  cite  one  figure,  my  own  farm 
records.  In  1939  my  Interest  expen.se  was  $3,570.29.  Tbis  past  year,  just  ten 
years  later,  my  farm  interetit  cost  was  $14.573.ft.'>— a  400  per  cent  increase  in 
just  ten  years.  With  an  even  larger  debt  to  finance  in  1970,  I  will  tie  paying 
the  must  brutal  Interest  rates  I  hare  known  in  my  lifetime.  This,  gentlemen, 
is  the  harvest  of  deficit  fanning.  Today's  wheat  price  is  considered  by  many  to 
be  the  weakest  point  in  our  economy.  Tbis  la  why  we,  engaged  in  wheat  lam- 
dnction,  are  so  shocked  to  hear  each  proposed  change  In  a  new  wheat  bill 
deliberately  pointed  to  a  lower  income  level. 

I  would  like  to  mention  some  of  tliese  proposed  changes. 

1.  Lowering  the  loan  rate  on  wheat.  To  argue  that  a  decrease  in  loan  does 
not  result  in  a  decrease  in  price  is  an  Indication  of  either  lack  of  knowledge 
of  the  loan  and  price  history  or  lack  of  Intellectunl  honesty.  Each  time  the 
loan  has  been  ralacd  or  lowered,  it  has  been  accompanied  by  like  cliange  in 
the  price.  One  only  has  to  look  at  the  present  world  and  national  wheat  supply 
to  dispel  any  thought  of  a  difCerent  reaction,  should  the  liwin  be  lowered  this 

2.  Tbe  next  proposed  change  I  would  like  to  mention  is  in  regard  to  the 
concept  of  100  per  cent  of  parity.  My  dictionary  define.^  inirlty  as:  "Tbe 
quality  or  state  of  being  equal". 

I  tliink  It  would  be  a  sad  day  in  America  when  we  nbatidun  equality  as  a 
measure  of  fairness  and  substitute  an  arbitrary  figure  wuppMed  by  men  who 
have  no  intention  whatsoever  of  ever  trying  to  supply  the  financial  needs  of 
their  family  on  profits  from  sale  of  a  crop  at  this  new  price. 

3.  The  third  (toint  I  would  like  to  mention  is  that  of  marketing  CCC  stocks. 
The  program  that  has  been  suggested  for  acquiring  and  marketing  CCC  grain 
would  completely  destroy  tbp  free  enterprise  concept  of  marketing  grain.  The 
new  program  suggested  by  tbe  Department  of  Agriculture  wonid  Just  as  effec' 
lively  destroy  tbe  free  euteriJrise  marketing  system  as  I  would  destroy  the 
production  of  my  land  by  pouring  salt  on  It.  Time  and  space  will  not  permit  fi 
full  explanation  of  this  claim  In  tbis  statement,  but  I  would  be  bappy  to  supply 
it  to  any  of  you  upon  request. 

When  one  considers  the  level  of  the  wheat  price  today,  it  would  seem  only 
logical  that  any  change  in  the  farm  program  would  be  In  the  direction  of  more 
income  and  price  to  the  producer,  and  that  any  comproiui.se  we  would  be  iisked 
t«  make  would  be  between  what  we  now  liave  and  a  figure  eigual  to  100  per 
cent  of  parity,  but  this  Is  certainly  not  the  case.  What  we  are  being  asked  to  do 
is  to  compromise  and  accept  soniething  between  the  already  deplorably  low 
price  we  have  today  and  a  figure  sulistantially  lower. 

I  would  hope  this  committee  would  reverse  this  trend  and  report  out  a  bill 
that  would  retain  what  we  have  now  plus  (1)  Increased  price  support,  and 
(21  restrict  the  acquisition  and  sale  of  Commodity  Credit  stocks  by  fixing  the 
resale  minimum  at  a  level  not  less  than  115  per  cent  of  loan  plus  oil  accumulated 
costs  including  freight.  Only  with  this  protection  can  the  free  market  price 
be  elevated  to  a  respectable  level. 

I  would  like  to  express  my  appreciation  to  the  distinguished  members  of  tbis 
committee  for  giving  me  the  opportunity  to  submit  this  tealam.ony. 
Resipect fully  yours. 

EABIi  N.  Hoofbb. 


8TA.TEUENT   OV   C.    A.    DtTNHAU,    NEZPEBCE,    IDAHO 

The  extremely  low  world  wheat  price  and  the  eTer-lncreaalng  cost  ol  opera- 
tion are  rapidly  depleting  the  capital  assets  of  the  American  wheat  prodocen 
Continued  deficit  operation  in  the  very  near  fnture  wUl  have  a  major  Impact 
on  the  entire  United  States,  depressing  the  economy  as  major  users  of  oil,  steel, 
and  rubber  continue  utilization  of  over-age  equipment  which  should  be  rcqplaced 
but  can  not  be  because  of  the  shortage  of  funds.  This  will  contribute  to  the 
already  declining  economy  in  a  majority  of  our  industrial  producers. 

We  realiie  that  a  strong  world  price  can  not  be  maintained  as  long  as  produc- 
tion 1b  above  consumption.  Jt  seems  to  me  the  logical  solution  is  for  all  major 
exporting  nations  to  curtail  production.  Canada  is  making  drastic  reduction : 
Australia  and  France  are  taiiting  about  It  Now  Is  the  time  for  the  United  States 
to  press  for  universal  production  control,  and  lead  the  nay  wltli  a  aubstuntial 
price  increase,  coupled  n-itb  a  Btrong,  variable  export  subsidy  to  show  that 
we  intend  to  remain  competitive  in  the  world  market. 

History  will  prove  that  world  wheat  has  traded  In  the  General  area  of  the 
U.S.  terminal  loan  rate. 

Hill  Citt,  Idaho. 

SBHATE    AOBICtFLTUSE    CollMrrTEE 

Deab  Siks  ;  I  am  Gwlnn  Rice,  a  third  generation  wheat  farmer  from  Oema) 
County  in  Idaho. 

As  a  Idaho  wheatgrower  with  views  conslstant  with  Idaho  Wheatgrowere 
Association  and  National  Wheat  Growers  Association.  I  ui^e  you  to  maintain 
our  present  loan  price  of  $1.25  at  least.  This  is  a  concession  because  of  increased 
farming  costs. 

I  want  to  urge  that  at  least  we  maintain  the  present  resale  conditoos  of 
OCO  wheat  at  11B%  of  loan.  Any  reduction  in  this  requirement  lias  the  effect 
of  destroying  geographical  advantages  of  market  nearest  to  the  production  area. 

Historically  Idaho  has  been  furtherest  from  tlie  domestic  markets  of  the 
Eastern  United  States  thus  receiving  a.  lesser  price  t)ecanse  of  tra asportation 

Now  that  export  market  has  been  establisbed  off  West  Coaat  Ports  any  gorem- 
ment  resale  requirements  if  reduced  below  115%  of  loan  would  have  a  dniBtle 
effect  on  our  potential  market  price. 

Any  resale  requirements  of  CCC  wheat  should  Include  the  cost  of  transporta' 

Thank  you. 

Sincerely  yours. 

Qwixx  Rice. 

AUBBIOAN  Baeesb  Abbocxation. 
Wiuhington,  D.C.,  April  1.  1970. 
Hon.  Allen  J.  Ei.lbbqbb. 

Chairman,  Senate  Committee  on  AffriCHlture  and  Forestry. 
U.S.  Capital.  Washington.  D.O. 

Dbak  Sbnatob  Bllendeb:  Tbe  American  Bakers  Association  and  the  Biscuit 
and  Cracker  Manufacturers'  Association  on  behalf  of  their  members  wii*  to 
Btibmlt  to  the  Committee  on  Agriculture  and  Forestry  their  views  with  respect 
to  that  portion  of  the  proposed  farm  legislation  embracing  the  Wheat  Certificate 
Plan.  The  Administration's  proposals  to  the  House  Committee  on  A^culture 
and  yottr  committee  would  continue  the  Wheat  Certificate  Plan  of  preomt  lav 
without  substantial  change. 

Tbe  Baking  Industry  continues  to  view  the  processing  tax  on  wheat,  which 
is  an  integral  part  of  this  plan,  as  unfair  and  inequitable  taxation  of  con- 
sumers of  our  products.  Of  tbe  S30  million  bushels  of  wheat  used  for  food 
annually  in  the  United  States,  the  Baking  Industry  utillMB  the  flour  equivalent 
of  about  4.W  million  bushels.  Thus,  the  Industry  is  annually  assessed  a  tax 
of  some  $340  million  on  this  use.  Tbe  tax  is  borne  by  the  milling  and  bakins 
industries  in  the  first  instance  and  ultimately  by  the  consumer  to  provide  fundi 
for  the  payment  of  benefits  to  wheat  growers.  We  object  to  this  processing  tax 
as  being  contrary  to  tbe  principle  of  falmeea  and  equity  in  tlie  e 
of  taxes. 
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We  believe  that  if  it  is  to  be  the  policy  of  Congreae  that  wheat  growers 
Bfaould  receive  a  certain  level  of  Income  wblcb  requires  special  flnancing,  the 
futtda  Should  be  appropriated  from  tlie  general  revennes  of  the  Treasury  and 
not  obtained  by  a  Bi)eeiftl  tax  cm  consumers  of  wheat  and  wheat  products. 
I'nder  the  processiug  tax  of  the  Ortiflrate  Plan,  the  more  wheat  one  con- 
sumea  aR  bakery  products,  thereby  providing  a  market  for  wheat,  the  more  one 
la  taxed.  Apart  from  its  inuaensity  nnd  unfairness,  this  tax  can  be  self-defeating 
In  tbat  it  limits  the  potential  for  expanded  consumption  of  wheat  and  Its 
products.  Tbe  almost  static  per  capita  consumption  rate  of  Qour  and  bread 
suggests  such  a  cause  and  eRect. 

We  wODld  remind  the  Committee  that  this  tas  of  75tf  per  iiushel  of  wheat 
is  tiie  equivalent  of  a  tax  of  S1.T3  on  every  hundredweight  of  flour  consumed 
In  the  United  SUtes  and  is  reflected  in  varying  degrees  in  tbe  prices  of  all 
baker;  products  purchased  by  consumers.  It  Is  an  effective  tax  rate  of  almost 
30%  on  every  hundredweight  of  flour  purchased  by  bakers  or  housewives.  This 
is  a  fantastically  high  tax  both  in  the  ab!»lute  and  as  a  percentage  of  the 
price  of  flour  used  In  tbe  manufacture  of  bread  aud  other  bakery  products. 
Need  we  remind  the  Committee  and  the  Congress  that  the  greatest  consumption 
of  liakery  products,  particularly  bread,  is  by  consumers  who  are  in  tbe  low 
and  middle  income  brackets?  One  may  reasonably  ask.  why  must  consumers 
of  bakery  products  have  this  extraordinary  tax  imposed  on  them?  They  are  in 
no  way  tiie  benefldarles  of  the  tax  monies  collected.  All  the  proceeds  go  to  the 
whea.t  growers. 

We  regret  that  the  Administration  does  not  seek  to  eliminate  the  certificate 
l;a\.  However,  It  doe«  proi>ose  that  the  assessment  on  the  processor  be  limited 
to  754  peir  bushel  of  wheat  used  for  domestic  food  consumption.  This  limitation 
may  be  an  indirect  recognition  that  the  tax  Is  unfair  and  undesirable.  Preferably, 
the  Administration  should  seek  to  eliminate  tbe  certificate  tax  entirely. 

We  are  fully  aware  of  the  need  for  a  strong  farm  economy.  We  believe  In 
this  and  we  support  it  as  a  desirable  objective.  At  the  same  time,  we  must 
oppose  this  disproportionate  burden  on  consumers  of  bakery  prodncts.  The  very 
fact  that  the  wheat  growers  insiat  that  they  are  disadvantaged  members  of 
the  total  economy,  despite  the  benefit  payments  of  more  than  $400  million  from 
this  tax  made  to  them  annually  during  the  past  several  years  (as  well  as  equal 
additional  amounts  from  the  U.S.  Treasury),  Is  a  strong  indication  that  tttis 
processing  tax  Is  not  the  solution  to  their  problems.  New  approaches  are 
needed  to  achieve  a  healthy  wheat  economy. 

We  strongly  urge,  Mr.  Chairman,  that  in  developing  sound  farm  l^lslation, 
your  Committee  eUmtnate  the  Wheat  Certificate  Plan  and  permit  the  wheat 
fanner,  as  well  as  the  consumer  of  wheat  products,  to  shed  this  invidious  tax. 

We  would  very  much  appreciate  your  making  tikis  letter  a  part  of  the  record 
[  of  tbe  committee's  proceedings. 
Respectfully, 

JosBpa  M.  Cbzed, 

General  Ootmtet,  g 
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